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Executive Summary

When Gov. Tom Ridge came to office in 1995, he directed the Office for Information Technology (OIT) to pursue technology initiatives that would improve public service delivery while holding down operational costs.  One immediate area of interest was the potential benefit to be gained from standardizing all state agencies on the same core desktop software and a common e-mail network.  

In August 1997, the Office for Information Technology (OIT) began holding roundtable discussions with leading software producers to explore the value of standardizing on a single software product for office productivity and e-mail capabilities. Over a period of 8 months, the OIT led meetings with representatives from Corel, Microsoft, Netscape, and Lotus to hear formal presentations and conduct face-to-face discussions. 

After months of meetings and comparative evaluations, the Microsoft (MS) proposal was selected as the clearly superior offering. During additional meetings with Microsoft, its proposal was further refined and a completed agreement was signed in early June 1998.  This agreement covers the desktop operating system, office suite (for word processing, spreadsheet, and presentation applications) and e-mail software, including MS Windows operating system, MS Office, and MS Exchange software.

Delivering concrete results

The desktop software and e-mail standardization project came to be known as “Commonwealth Connect.”  Since mid-1998, the Commonwealth Connect team has been working closely with Microsoft to plan and implement the migration of 47 state agencies under this initiative.  To date, 38 agencies, representing 30,000 users, have been successfully transitioned to the new software and e-mail system.  All nine remaining agencies have completed their planning processes and have their migrations underway, and all are on schedule for completion by June 30, 2001.  When finished, more than 40,000 personal computers will have been united within the Commonwealth Connect environment.

In executing the Commonwealth Connect project, Pennsylvania became the first state to establish a strategic partnership with a global software company and the largest state government to standardize software across the enterprise.  
The Commonwealth Connect project is delivering numerous benefits:

· Reduced Software Costs:  Agencies’ software costs have been cut by $9.2 million over three years.

· Reduced Total Cost of Ownership:  A 1999 study by Xerox Connect revealed Total Cost of Ownership savings of another $8.96 million annually.

· Heightened Productivity:  Employee frustrations due to incompatible software have been greatly reduced, and employees no longer have to be trained on multiple software packages.

· Strategic Enterprise Management:  When software purchases can be managed on behalf of the entire organization, instead of just segments, purchases are not only less expensive but can be used to position the entire enterprise more strategically.  

· Reduced Administrative Burden:  The network infrastructure is less complex without the gateways and bridges needed to integrate dissimilar software.  Hardware needs have been reduced and network administration is simplified.

· Local Government Benefits:  State agencies not under the governor’s jurisdiction and Pennsylvania local governments also have been provided lower software costs; they now can buy at “level D” pricing – the best available.

Value-Added Benefits:  Under the Commonwealth Connect partnership, Microsoft has invested $11.968 million in economic development and educational projects for Pennsylvania communities.Category:  Information Architecture

Nomination: PA Commonwealth Connect Project

a) Description of project, including length of time in operation. 

When Gov. Tom Ridge came to office in 1995, he directed the Office for Information Technology to pursue technology initiatives that would improve public service delivery while holding down operational costs.  One immediate area of interest was the potential benefit to be gain from standardizing all state agencies on the same core desktop software and a common e-mail network.  A number of earlier studies and advisory committees (IMPACCT Commission Report, Feb. 1996; Breaking Through Barriers Report, Sept. 1996; Corporate Advisory Council, 1997) strongly recommended that agencies move to a standardized software environment.

The computing and messaging environment inherited by the Ridge Administration was a patchwork of hardware and software solutions. For instance, a survey of the various office software suites in use revealed that 53 percent of the agencies that had set a standard were using Microsoft Office, 42 percent were using Word Perfect, and 5 percent were using Lotus Smart Suite.  The same survey discovered that, of the various messaging applications deployed, 57 percent of agencies were

using Microsoft, 12 percent were using Group Wise, 10 percent were using Eudora, and the remaining 21 percent were using a wide variety of products.  

Another important insight from the survey was that 13 percent of all PC’s with office suites had installed office productivity software from two more vendors.  In other words, over 3,000 of the total PC base in place at that time ran two or more word processing programs, wastefully duplicating their investment.  This mixed software environment presented challenges for both users exchanging electronic documents and for network administrators who needed to support various e-mail formats.

In August 1997, the Office for Information Technology (OIT) began holding roundtable discussions with leading software producers to explore the value of standardizing on a single software product for office productivity and e-mail capabilities. Over a period of 8 months, the OIT led meetings with representatives from Corel, Microsoft, Netscape, and Lotus to hear formal presentations and conduct face-to-face discussions. 

The competing software companies were evaluated on a number of factors, including their vision for creatively using their products to reshape PA state government and make it a model for the public sector in the 21st century.  They also were evaluated on their plans for creating a strategic partnership with the Commonwealth to benefit the state’s residents (e.g. promoting technology use and training in PA schools).  

After months of meetings and comparative evaluations, the Microsoft (MS) proposal was selected as the clearly superior offering. During additional meetings with Microsoft, its proposal was further refined and a completed agreement was signed in early June 1998.  This agreement covers the desktop operating system, office suite (for word processing, spreadsheet, and presentation applications) and e-mail software, including MS Windows operating system, MS Office, and MS Exchange software.  In addition to delivering software, Microsoft also agreed to provide consulting services to state agencies and the new  migration team.  This consulting help has included advice on the optimal hardware configuration and on the best plan for managing the software rollout.

The desktop software and e-mail standardization project came to be known as “Commonwealth Connect.”  The Commonwealth Connect team managing the migration of agencies from their existing software and e-mail systems to the standardized environment is organized within the OIT’s Bureau of Desktop Technology.  Since mid-1998, the Commonwealth Connect team has been working closely with Microsoft to plan and implement the migration of 47 state agencies under this initiative.  To date, 38 agencies, representing 30,000 users, have been successfully transitioned to the new software and e-mail system.  All nine remaining agencies have completed their planning processes and have their migrations underway, and all are on schedule for completion by June 30, 2001.  When finished, more than 40,000 personal computers will have been united within the Commonwealth Connect environment.

In executing the Commonwealth Connect project, Pennsylvania became the first state to establish a strategic partnership with a global software company and the largest state government to standardize software across the enterprise.  

The original three-year agreement with Microsoft included an option to extend the partnership for a fourth year.  The Commonwealth recently has elected to exercise that option, extending the partnership through June 2002.

Description of the software included in this project.

When the Commonwealth Connect project was launched in 1998, the OIT established common software standards for the 47 agencies and commissions under the Governor’s jurisdiction.  Those initial software standards included:

Desktop Computing Software Category
Products

Desktop Operating System
Microsoft Windows 95

Microsoft Windows NT 4.0 Client Access 

     License (CAL)

Office Productivity Suite
Microsoft Office ’97 & Office Pro ‘97

               Word Processing
Microsoft Word ‘97

               Spreadsheet
Microsoft Excel ‘97

               Graphics/Presentation
Microsoft PowerPoint ‘97

               Desktop Database
Microsoft Access ‘97

Messaging & Calendaring
Microsoft Exchange Server 5.5

Microsoft Exchange CAL 5.0

Microsoft Outlook

The Commonwealth has since moved to the latest versions of this software as part of this initiative.  Under the Commonwealth Connect partnership, Microsoft has provided regular software upgrades at no additional charge.  In essence, this has locked in 1998 software prices for the term of the agreement.  Not only have these lower software prices benefited agencies, but the establishment of predictable software costs also has helped them during their annual budgeting processes.

b) Significance to the improvement of the operation of government. 

The Commonwealth Connect project promised a number of important financial and service advantages, on which it is delivering already.

Reduced Cost:  Overall cost of ownership has been reduced by at least $9.2 million over three years through various means, including lower per unit costs for software by using the Commonwealth’s buying power to secure better pricing for all agencies.  With only a single platform to support, software purchase orders have been pooled, delivering considerable cost savings.

Heightened Productivity:  A unified software environment is best able to fulfill its primary mission to support information sharing.  Distractions from software hang-ups have been greatly reduced, and employees now are more able to focus on document creation and exchange.  Employee hours are used more productively.

Enhanced Internal Communications:  Organizations can become fragmented with pockets of computer users isolated from others using different software systems.  In today’s standardized environment, opportunities have increased for enhanced communications, collaboration and cooperation across the enterprise.  Duplication of effort across agencies has been reduced, saving valuable time and effort.

Strategic Enterprise Management:  The 1996 report by the State’s IMPACCT Commission (Making Government Make Sense, p. 60), and the OIT’s Breaking Through Barriers report (p. 45) had cited the value of establishing enterprise-wide computer standards.  When software purchases can be managed on behalf of the entire organization, instead of just segments, purchases not only are less expensive but can be used to position the entire enterprise more strategically.  Enhanced enterprise-wide software capabilities can help an organization better meet changing market conditions and stay more responsive to customer needs.  

Streamlined Software Training:  Standardizing on core software programs also makes possible standardization on software user training.  This helps the training office, since the universe of training courses can be reduced.  

Simplified Software Environment:  Consistency across all systems benefits the computer user since less re-learning is required.  The in-house IT professionals also benefit since system development and maintenance becomes much easier.

Better Helpdesk Support:  Maintenance of helpdesk support for users is eased when common software standards are adopted.  With everyone on the same standard, the exchange of computer files is greatly simplified, and this reduces the number of service calls fielded by the helpdesk staff.  With its workload reduced, the helpdesk is able to provide a higher level of service to state computer users.

Reduced Administrative Burden:  The network infrastructure becomes less complex without the gateways and bridges needed to integrate dissimilar software.  Hardware needs are reduced and network administration is simplified.

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

The Commonwealth Connect project was launched in 1998 after a number of key benefits were identified for internal staff, local governments, and our customers.  As work concludes on the migration of state agencies to the Commonwealth Connect environment, we already are seeing the realization of many of these benefits.

Cost Savings:  Following the policy decision to standardize on Microsoft software for the desktop and e-mail, a formal procurement led to a contract with Dell providing extremely attractive pricing for state agencies.  By leveraging the Commonwealth’s buying power, this project is saving $9.2 million in software costs over the three-year life of the contract.

Local Government Benefits:  State agencies not under the governor’s jurisdiction and Pennsylvania local governments also have been provided lower software costs.  Traditionally, they have been able to buy off the Commonwealth’s “Select Agreement” for software, which previously offered “level C” pricing.  Under the Commonwealth Connect partnership, they now can buy at “level D” pricing – the best available.

Gains in Efficiency:  Beyond the cost savings, the agreement with Microsoft offers other important documented benefits.  (Many of these are quantified in section D of this application describing the Return on Investment.)  Today, state employees no longer need to keep different software packages on their PC’s.  Sharing electronic documents between state employees has been dramatically simplified as software conflicts have been eliminated.  As a result of this standardized software and e-mail environment, employee productivity has been improved; much less time is lost due to file incompatibility delays.  Software training has been simplified, with a corresponding decrease in associated training costs.  Technical problems tied to the use of different e-mail systems have been eliminated.

Achieving Benefits Faster:  A baseline survey of the Commonwealth software environment in 1998 discovered that most agencies already were moving toward the exclusive use of Microsoft software.  Approximately 15,000 state agency PC’s already ran Microsoft Office in June 1998, representing 60 percent of all PC’s that had office suite software installed.  Left to the whims of individual agencies, however, this transition was occurring at a plodding rate.  The Commonwealth Connect project has consolidated and accelerated this migration across the enterprise so that the benefits from a standardized software environment could be enjoyed much sooner than would otherwise have been possible.  

Value-Added Benefits:  Pennsylvania was the first state to establish a strategic partnership with a major software company; that partnership has included the addition of value-added benefits provided by Microsoft.  Under the Commonwealth Connect partnership, Microsoft has invested $11.968 million in economic development and educational projects for Pennsylvania communities.  These projects have included the provision of software license grants, technical assistance grants, training grants and discounts, and Microsoft Press publications.  These products and services have been made available to Ben Franklin/Industrial Resource Centers, K-12 schools, and vocational-technical schools across Pennsylvania.

d) Return on investment, short-term/long-term payback.

The Commonwealth Connect partnership with Microsoft has saved Pennsylvania state government  $9.2 million in software costs over the first 3 years of the agreement.   However, the financial benefits go beyond the direct software dollar savings.  Total Cost of Ownership (TCO) savings are conservatively estimated at $8.96 million annually, as is detailed below.

In December 1998, the Office for Information Technology requested that a TCO study be conducted by Xerox Connect to capture a more complete picture of the full cost benefits associated with Commonwealth Connect.  Specifically, the statement of work called for a study comparing the TCO of maintaining current messaging (e-mail and calendar) platforms in each agency vs. an enterprise wide Exchange deployment.

Total Cost of Ownership (TCO) is a model that helps managers of enterprise systems understand and manage the budgeted (direct) and unbudgeted (indirect) costs incurred in owning and using an IT component throughout its lifecycle.  PRIVATE "TYPE=PICT;ALT=Microsoft and Interpose TCO Model"The TCO model provides a methodology (the lifecycle) for understanding industry-average costs for a given collection of assets (establishing a benchmark), collects actual cost information from an organization and then compares costs to the industry averages.

TCO cost categories include budgeted (direct) costs:
· Hardware and software (capital expenditures and lease fees for new installations, upgrades, and updates). 

· Management (network, system, and storage administration labor and outsourcing fees, reactive and proactive management tasks). 

· Support (helpdesk, training, purchasing, travel, maintenance and support contracts, overhead labor). 

· Development (application and content development; testing and documentation, including new developments; customizations; and maintenance). 

· Communications fees (lease line and server access charges). 
TCO also includes consideration of unbudgeted (indirect) costs:

· End-user costs (peer and self-support, casual learning, and "futz"). 

· Downtime (lost productivity due to planned and unplanned outages).

Four agencies were chosen representing various sizes, levels of deployment of desktop computing, and messaging software packages including the Office of Administration (small size, Microsoft Exchange), Department of Health (medium size, GroupWise and Exchange), Department of Labor and Industry (large size, Exchange, Lotus Notes, Office Vision, and POP3), and Department of Community and Economic Development (medium size, Lotus Notes).  Significant TCO reductions are realized for each agency in the study, as indicated in the table below.  

Agency
% TCO Reduction
Total TCO Annual Savings
Per Desktop TCO Annual Savings

Office of Administration
46%
$237,113
$607.98

Health
47%
$640,841
$448.14

L&I
28%
$1,201,690
$224.00

DCED
43%
$248,473
$527.54

Average
41%
$582,029.25
$451.92

TCO Savings were demonstrated in a number of cost categories including support, end user IS costs, and downtime costs.  The Office of Administration also realized significant TCO savings for hardware and software costs.  Additional benefits are achieved as a result of the Microsoft strategic partnership by each agency by migrating to the Commonwealth Connect environment.  Additional benefits include: the CTC development lab used to test Exchange, Windows NT, and application deployments; a communication plan including printed materials, project web site, and NetShow presentations; end user Computer-Based Training; IT training on SMS and Windows NT; migration technical consulting; level 2 desktop and Exchange help desk; Microsoft premier support (Level 3 helpdesk); an SMS server for each agency; and training PC’s for agencies that requested them.  Even with these added benefits, significant TCO savings were demonstrated for each agency by migrating to the Commonwealth Connect environment.

When extrapolated for all agencies participating in the Commonwealth Connect project, significant TCO savings are being achieved.  By using the most conservative figure from the study for per desktop TCO annual savings (Labor and Industry at $224) an annual TCO savings estimate can be made.  When applied to 40,000 desktops, as outlined in the strategic partnership agreement, the Commonwealth is reducing its Total Cost of Ownership by at least $8.96 million annually by migrating all agencies under the Commonwealth Connect project.












