From Computer Business Review DATE: 10/03/2004

http://www.cbronline.com/currentnews/b8d3f0b8c782021980256e5300385cf1 

Deutsche Telekom on GPS Highway to Hell

Two of Germany's largest companies, Deutsche Telekom AG and DaimlerChrysler AG, have suffered humiliation and huge losses on a high-profile contract to implement cutting-edge technology to run a transport management scheme.

The ongoing problems blighting Germany's road toll collection system could lead to delays in other major transport management system projects, which major IT services providers such as Capita Plc, Siemens AG and Steria SA have identified as a huge potential growth area.

Deutsche Telekom is expected to report a 440m euro ($544m) charge on its 2003 earnings when it announces them today, relating to its role in the failed launch of the road toll collection system based on satellite-tracking technology.

The incumbent operator owns a 45% stake in Toll Collect, a consortium that also includes DaimlerChrysler and French highway operator Cofiroute. Toll Collect was originally awarded a 10-year project in 2002 by the German Ministry of Transport to implement a satellite-based global positioning system to collect data from an onboard gyroscope and tachometer to track the distance traveled by heavy trucks.

However, the consortium failed to launch the system three times last year after problems in getting accurate readings from the GPS, which is usually accurate to about 10 meters, but can sometimes err by up to 80 meters. Having lost out on 156m euros ($193m) in monthly tolls since August 2003, the Transport Ministry initially decided last month to cancel the contract, before negotiating a new January 1, 2005 deadline for the launch of a scaled-down version of the system, with a fully operational version up and running one year later.

The stakes are even higher for Deutsche Telekom and its consortium under the new deal. Toll Collect will now be liable for annual payments of up to 1bn euros ($1.3bn) if the launch of the system is delayed again, having come under pressure from the German chancellor Gerhard Schroeder who argued that the total collapse of the project would be damaging to Germany's economy and industrial reputation.

The financial knife edge on which Toll Collect is now running the project will make other vendors think twice about whether the risks of successfully bidding for many of the similar projects in the pipeline around the world are worthwhile. The UK is planning to introduce a distance-based lorry toll in 2006, with similar systems already in operation in Austria and Switzerland and several cities including New York, Berlin, Rome and Edinburgh are considering implementing road congestion charging schemes following the early success of a project in central London.

Recent evidence suggests that most cities considering a congestion charge scheme are considering outsourcing all or part of the project's requirements. Deloitte Consulting undertook a survey of opinions on congestion charging at 73 European cities and local authorities last year, which found that only 6% of respondents said they would look to manage the scheme in-house. Some 21% of respondents said they would outsource some parts of the project, 13% said they would follow Transport for London's lead and outsource the whole thing, while the majority (53%) said they had yet to form an opinion.

The London congestion charge scheme recently completed its first year of operation, and despite some teething problems has reduced traffic in the charging zone by 30% and contributed 50m pounds ($91.7m) of net profit to be reinvested in London's public transport infrastructure. Managed by services contractor Capita Plc, the scheme uses a different technology infrastructure to that used by Toll Collect, based on a network of closed-circuit cameras linked to number-plate-recognition software.

One of the lessons from the London scheme is that the technology does not have to be bleeding edge in order for transport management projects to be successful. Most of the technology managed by Capita is based on existing systems - an Oracle database, Northgate Information Systems' penalty enforcement software, and number-plate-recognition software developed by Indian company Mastek based on a standard Microsoft.NET architecture.

Capita believes the camera approach to traffic management is cheaper and simpler to establish than the satellite tracking systems used in Germany and in an existing scheme in Singapore. Switzerland and Austria have been quick to gloat over their neighbor's problems, having already implemented cheaper, microwave-based road toll systems.

Last week, it emerged that electronics giant Siemens was considering lending its weight to the Toll Collect consortium, but the German government has added to its reputation as a difficult client for tech firms to do business with. In February, ComputerWire reported that it remained locked in negotiations with a consortium headed by Computer Sciences Corp over a planned 6.5bn euro ($8.3bn) overhaul of the German Army's IT infrastructure, more than 20 months after completing the bidding process.

