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Executive Summary

Commonwealth of Kentucky senior executives recognized that traditional methods of procurement did not accommodate the rapid pace at which our agencies needed to acquire and implement IT components.  Existing procurement processes were cumbersome, expensive, lengthy and often ineffective. Driven by our agencies to simplify the acquisition of IT products and services, the Commonwealth of Kentucky sought new ways to keep pace with advancements in technology to not only procure products and services but to distribute requests for bids in an equally expedient fashion.

Executive leaders from the Governor’s Office for Technology, working closely with executives from the Finance and Administration Cabinet, agreed that a new procurement process would be based upon, and crafted around, these guiding principles:
· Integration of “best practices” and “best of the industry” concepts

· Developing IT service requirements strictly around a business case, not tedious technical specifications 

· Private and Public sectors sharing both project risk and benefit

· Procuring IT services within the context of a project rather than on an isolated, task by task basis

· Arrangements executed in a streamlined, mutually responsive environment

The Commonwealth concentrated on recommendations from the 1996 study “Buying Smart: Procurement Reform Saves Millions” and the follow-up report “Buying Smart: Blueprint for Action”. The study and resulting reports stem from a joint effort by the National Association of State Purchasing Officials (NASPO), the National Association of State Information Resource Executives (NASIRE) and the National Association of State Directors of Administration and General Services (NASDAGS). The recommendations incorporated into this effort include encouraging partnerships and alliances and institutionalizing problem-oriented bids.

As a result of these circumstances, the Strategic Alliance Services procurement process was established within the Commonwealth of Kentucky to change the way IT services are defined, procured and managed. The old “RFI then RFP” process is seldom used.  Now, a Strategic Alliance Service request for services (SASR) describing the business problem, constraints and high-level requirements is issued to the SAS contractors pre-qualified to deliver the necessary services through the establishment of a SAS Master Agreement. 

The Strategic Alliance Services (SAS) contracts require a problem-oriented approach for writing the request for services.  Agencies describe their highest-level requirements at the beginning of the project.  SAS request for services are not full of tedious technical specifications.  Agencies focus their time and energies on describing the problem to be solved, their vision for the solution and the environment within which the solution must be provided.  Vendors are afforded the opportunity to craft their best solution to the problem.  Definitive requirements are developed after leveraging the experience and expertise of the contractor community. This is also a continual catalyst for re-engineering. For problem-oriented bids to succeed, the Commonwealth uses business-process reengineering to better identify the problems they want solved, find ways to measure deliverables, ensure they get their moneys worth, and keep an eye on costs. The Commonwealth of Kentucky has demonstrated their dedication to these goals.

The implementation of the Strategic Alliance Services process has increased the level of confidence with which both parties approach each project.  As a result of the interactive nature of the response evaluation process, vendors indicate a much higher level of confidence that their offering will meet the Commonwealth’s needs.  Agencies thoroughly understand the solution that the vendor is offering and team building begins before the project even starts.

The Strategic Alliance Services contracts accommodate multiple business models. Two or more providers can partner to provide these services.  They have the freedom to partner among themselves in whatever way is most beneficial to the project.  The way in which the contractors are partnered (who is subcontracting with whom) becomes transparent to the Commonwealth agency.

 Since the implementation of the new SAS procurement process in March 1999, the Commonwealth has been very pleased with the results. As of April 2001, fifteen (15) SAS statements of work have been awarded for more than $25M.  Currently, three SAS requests are “on the street” for vendor response. Other SAS requests are being worked with agencies, for issuance in the very near future.  Details on these SAS requests are posted on the Strategic Alliance Services web page located at http://www.state.ky.us/agencies/sas/.

a) Description of the Project Length of time and operation

In order to implement the Strategic Alliance Services (SAS) process, a Request for Proposal (RFP) was issued in August 1998. The RFP sought to establish multi-year strategic contractual arrangements for the provision of comprehensive services for any and all types of IT projects. The vision of such contractual arrangements was to allow executive branch agencies to engage in building long-term relationships with vendors to secure effective and dynamic agency-wide IT planning, integration, and implementation.  

The purpose of the RFP was to award multiple contracts to enable: 

· the building of long term public private strategic alliances to provide a complete spectrum of IT project life-cycle services on a reliable and accountable basis;

· a streamlined process for obtaining needed and proficient IT resources and expertise;

· the integration and use of the best IT practices and disciplines to comprehensively support the business processes of the Commonwealth;

· innovative funding approaches for more rapid implementation of IT solutions and realization of benefits in response to the needs of the Commonwealth. 

The RFP process was completed March 26, 1999, with the Commonwealth of Kentucky awarding contracts to five (5) Full-Service providers and ten (10) Niche providers. Full-Service providers offer services in five project service areas: project administration, system design, systems development and enhancement, systems implementation, and systems management. Niche providers offer services within an area of specialty that addresses Commonwealth IT objectives or critical business needs. These contracts are awarded for an initial three-year period with two additional “option” years. Executive Branch agencies are required to procure deliverables-based IT services using the SAS contracts.  Other public agencies, universities, political subdivisions and local governments may also purchase services through the SAS agreements.

The Strategic Alliance Services contracts accommodate multiple business models. Two or more providers can partner to provide these services.  They have the freedom to partner among themselves in whatever way is most beneficial to the project.  The way in which the contractors are partnered (who is subcontracting with whom) becomes transparent to the Commonwealth agency.

The framework for these contracts is designed to ensure that Commonwealth IT projects fully meet the business function they are intended to support, deliver all expected benefits and are completed within their approved time, cost and specified functionality.  Joint project agreements that foster innovation through cooperation and collaboration are embraced.  Opportunities for contractual disputes are minimized and, where appropriate, incentives are provided for Contractors who complete projects early or under projected costs.

· Operational Overview

The Commonwealth provides, within the Office of the Chief Information Officer, management of each SAS Request for services. The Service Contract Administrator (SCA) has a variety of responsibilities and is the primary contact for both the SAS contractor community and the Commonwealth agencies. 

· Agencies develop a Request for Project Services (SASR) for submission to the SAS Contract Administrator and establish a SASR evaluation team. 

· The SAS Contract Administrator issues the SASR to the SAS contractor community.

· Services are procured within the context of a project rather than on an isolated, task by task basis.

· A succinct Strategic Alliance Service Request (SASR) is issued as opposed to the traditional lengthy RFP.

· A vendor orientation session is conducted for all interested vendors to ask questions regarding the SASR issued and if needed clarifications are posted with SASR after this session. 

· Vendors submit a letter of intent to bid and are scheduled for interactive sessions with the SASR team. These sessions can be structured for the vendor to demo and\or discuss their  “to be” proposed solution,  to educate the SASR team on best practices for a better evaluation of their responses.  

· The vendors submit their responses to the SAS Contract Administrator.

· The SAS Contract Administrator facilitates the SAS evaluation process with the SASR team.  

· Agency evaluates brief responses; individual scoring is done with final scoring being a consensus score of all team members. 

· Agency selects a vendor who is notified to enter into delivery order negotiations.

· The vendor and the agency develop a Statement of Project Work (SOPW) which establishes project intent, phases, deliverables, timeframes, performance measures, resource requirements, key decision points, funding mechanisms and confirms the submitted price.

· The agency stakeholder and the Service Contract Administrator (SCA) within the Office of the CIO approve the procurement.

· Approved SOPW establishes the contract and the project begins.

b) Relative significance to the improvement of the operation of government

For the Commonwealth of Kentucky, the imperative for change was the pace of technology innovation. Rapid and sometimes exponential advances in technology and information processing capabilities have required those in the service-delivery business to adapt to the pace. “When applied to today’s initiatives, the one-year procurement cycles of the past are a recipe for failure” says Aldona Valicenti, Commonwealth of Kentucky CIO. Given the pace of change, Kentucky needed new ways to protect investments, to standardize operations, to reduce recurring costs and, generally, to mitigate the risks to the taxpayers while meeting ever-increasing demands and heightened service levels. The Strategic Alliance Services contracts open the door for this innovation.

EMPOWER Kentucky is Governor Paul Patton’s technology-enabled initiative created to institute new technological solutions for business problems to help generate cost savings or increased revenue. Empower Kentucky is the centerpiece re-engineering effort for Kentucky government and central to Governor Patton’s plan for aligning service-delivery with constituents. The demonstrated success of this effort has paved the way for a new way of thinking about every service and procurement.  Information Technology procurement was simply the next logical step given its criticality to service delivery and growing influence on every function of government.  The Strategic Alliance Services contracts take that step.

These alliance contracts are in on-going and direct support of the EMPOWER Kentucky initiative as well as the Strategic Information Technology Plan of the Commonwealth. The “Empower Kentucky” initiative is a change agent for new business models.  The Strategic Alliance Services contracts focus on enterprise business problems by promoting the use of multiple vendors and leveraging their expertise across multiple programmatic areas and agencies.  For example, these contracts allow a Niche contractor specializing in Criminal Justice applications to provide services to the Ky. Department of Corrections, the Administrative Office of the Courts, The Fayette County police department or the City of Frankfort jail. In addition, the contractors will assist state agencies to migrate toward compliance with the Commonwealth’s Information Technology Architecture and Standards.  An enterprise-wide mindset coupled with a well-designed set of technology standards becomes a powerful catalyst for improvement.

c) Benefits realized by service recipients, taxpayers, agency or state

The Strategic Alliance Services contracts were developed in anticipation of a fundamental change in the way the Commonwealth conducts the business of Information Technology.  There are readily evident advantages and benefits that have been received and realized throughout the Commonwealth. There are a number of key points that help illustrate the practical benefits of this procurement method. 

· The Commonwealth now engages the contractor at the very beginning of an IT project.  The functional requirements, implementation considerations, rollout plan and applicable decision points are being established early and clearly. A single contractor is being used for multiple project phases thereby establishing a consolidated platform of IT support for an agency.

· The SAS contracts allow executive branch agencies to build long-term alliances with a core set of providers.  This aids in securing effective agency-wide information technology planning, integration and implementation in a complex environment influenced by legacy systems, emerging technologies and/or limited additional funding. 

· Narrowing the field of vendors not only has the advantage of ensuring those we use are truly qualified, it also allows for greatly improved vendor performance management and monitoring. Contractors are being monitored through service level agreements and performance measurements.  The Commonwealth has provided a more proven, reliable IT support environment for all agencies.
· The introduction of Niche contractors gives agencies direct access to specialized IT skills while eliminating the restrictions and additional costs sometimes present in subcontract arrangements. 

· The contractors included by Strategic Alliance Services are “pre-qualified” within a particular service area(s) and are immediately available to Commonwealth agencies.  The old “RFI then RFP” process is seldom used.  Now, a Strategic Alliance Service Request (SASR) describing the business problem, constraints and high-level requirements is issued to the SAS contractors pre-qualified to deliver the necessary services through the SAS Master Agreement. 

· SAS contractors are required to comprehensively demonstrate their commitment to building strategic alliances with the Commonwealth by investments including methods for skill transfer, requirements to respond to a certain percentage of service requests, emphasis on risk sharing, alternative funding arrangements as an evaluation criteria and sharing research on emerging technologies.  The SAS contractors have taken an active roll as participants in technology briefings on emerging technologies to a diverse Commonwealth audience. 

· a service provider’s willingness and demonstrated experience in developing and engaging in alternative funding and risk-sharing strategies is critical.  In the Strategic Alliance Services projects, funding arrangements are tightly coupled with project performance. Milestone-based payment and utility pricing are typical and the vendor community has been very forthcoming in developing strategies around software reuse, revenue sharing, “zero up-front” development methods and other innovative patterns.

· The Strategic Alliance Services contracts promote and encourage the integration of “best practices” and “best of the industry” disciplines.  To that end, the Commonwealth adopts proven tactics and methodologies and integrates them into our processing environment. The Strategic Alliance Services contracts allow for sharing of these best practices between and among all Commonwealth agencies.. 
· An unexpected advantage resulting from the Strategic Alliance Services process is the use of a standard approach to project structure.  All vendors are required to address fundamental project components, such as change management, knowledge transfer, risk identification and mitigation, measurable success criteria, etc. 
d) Return on investment, short term / long-term payback

Measurable operational benefit
Customers are demanding more and more. The increasing technological savvy of the citizenry continues to be a driving force behind public expectations. In order to enable rapid implementation of IT solutions and the realization of benefits, the Strategic Alliance Services contract positions us to move quickly in meeting new demands.  
The most measurable operational benefit resulting from the implementation of the Strategic Alliance Services process is the decrease in the procurement time frame to obtain IT services. A framework for acquisition is provided within the SAS umbrella that is simple, stage-based and relatively intuitive. State agencies are moving through the procurement process with limited external intervention while the guidelines directing contractor methodology and IT standards ensure the agency remains aligned with the Strategic Plan.

The SAS procurement process can be measured in days or weeks as opposed to months. Of the fifteen (15) awarded SAS Request for services the average length of time from the point of issuance to the award of the selected SAS vendor is eight (8) weeks.   The process is supported by three resources part time.  In comparison, the average RFP procurement process is three (3) months from point of issuance to selection of the vendor.  The RFP average does not include the extended time frame required when the vendors have challenged bids. To date the Commonwealth has not had any SASR challenged.  

Although it is difficult to track direct dollar savings for decreasing the time commitments for the Commonwealth resources who perform the administrative tasks and participate in the SAS process the Commonwealth is realizing this savings by minimizing the impact to critical key staff and management who maintain the Commonwealth’s programmatic services. 

A more expedient procurement process means a faster delivery of improved business functions for our agencies and improved services to our citizens. In the last two years, the SAS process has been used to procure a wide variety of deliverables-based IT services. Both the “open” and “awarded” SAS Request for services and information about the SAS process can be found at: www.state.ky.us/agencies/sas. The SAS Requests provide the business problems our agencies are seeking solutions to improve services in a timelier manner for the Commonwealth. The long-term payback to the Commonwealth is being realized through the implementation of the solutions procured through the Strategic Alliance Services process. 
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