INFORMATION TECHNOLOGY

Partnering with an IT specialist may make more sense for utilities than
coming up with an in-house solution or outsourcing - By Peter Franklin

Play to your
strengths

survey by EnStra has highlighted the

water sector’s current state of mind

about the challenges facing regulated

utilities. The lessons learned appear
to apply to all regulated network utilities — be
they transporting water, gas or electricity. We
seem to be on the brink of a change in accepted
best practice in the deployment of information
technology in the network utilities.

IT is vital in regulated businesses, helping
them to deliver services to specified standards
at the lowest cost. With each successive regula-
tory determination, the challenge of reducing
costs has become harder to meet. In water, gas
and electricity, this means that IT excellence is
now an absolute necessity for companies that
want to work as efficiently as possible.

IT helps utilities to make the most of their
engineering workforce, drives down their
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operating costs with control and automation,
helps them choose assets with the lowest cost
of ownership, and enables intelligent mainte-
nance programmes. It also makes effective
dialogue with the regulatory authorities possi-
ble, along with revenue collection and debt
management. The list could go on.

IT can improve a company’s delivery
efficiency — in its operating expenditure
or capital expenditure programmes. To do so, it
must be designed and delivered to support the
business for which it is to provide this change.

The designers of IT systems must fully
understand how business value is created
for the utility. IT suppliers must also have a
broad outlook on the reach of the IT, because
much of the work in the sector is done by
contractors, and a myriad of subcontractors
co-ordinated by them.

“IT excellence is now an absolute
necessity for companies that
want to work efficiently”
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So if IT excellence is a necessary condi-
tion for success — as are close links to the busi-
ness — can traditional IT outsourcing work?

The answer is “no”. In the traditional out-
sourcing model, the IT cost efficiencies that
can be achieved by passing the activity to a
specialist are offset by the drop in benefits to
the business that arise from the separation of
the business from IT.

Also, in the traditional outsource model,
the IT supplier is supposed to deliver specified
IT programmes for minimum cost. A good
supplier is likely to do just that — but that is not
what is needed. Cost-effective IT delivery is
the means to an end, it is not an end in itself.
The end is the business outcome, and it spans
people and process change as well as IT
enablement.

For example, a successful IT programme
can deliver a new billing system on time and
within budget. In practice, this is useless
unless it brings with it increased revenues,
fewer bill queries, reduced debt and other ben-
efits. Even if the billing system is cheaper to
run than its predecessor, the IT cost savings
will be an order of magnitude smaller than the
business benefits that could have been
achieved by preserving and optimising the link
between the IT and the business.

So is the in-house option the way forward?



