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Executive Summary: Telecommunications Open Partnerships for Arizona (TOPAZ)

The Telecommunications Open Partnerships for Arizona (TOPAZ) is Governor Jane Dee Hull’s initiative to improve broadband telecommunications offerings for citizens, governments and businesses of Arizona.  To aid in the rapid deployment of these broadband services, the State is aggregating government and educational telecommunications needs while also soliciting more demand through community involvement.

The State of Arizona is utilizing a statewide public telecommunications infrastructure to facilitate Governor Jane Dee Hull’s initiatives in education, equal opportunity and access throughout the State, telemedicine availability, and rural economic development. 

Arizona’s TOPAZ program resulted in three key positive outcomes: improved services, reduced costs, and a more rapid deployment of high-speed bandwidth for telecommunications.  The benefits are measurable: broadband offerings have increased from 60 cities to 209 cities in Arizona, while costs were reduced an unbelievable 1/6th of pre-TOPAZ pricing --from an average of $3000 to $500 per month for a T-1 line.

The Government Information Technology Agency (GITA), directed by the State Chief Information Officer, is continuing efforts to encourage carriers awarded under the statewide carrier services contracts to commit to building a communication infrastructure in rural communities throughout the State.  Prior to TOPAZ, three vendors were available on state contract for carrier services.  TOPAZ increased competition and today there are nine carrier services vendors.  The carriers have responded favorably in support of this initiative with aggressive plans of building broadband communications throughout the State.   To meet the needs for individuals in these communities, cable operators throughout the State have formed an alliance under the name of "First Mile Arizona" to further the reach of services to homes and small businesses throughout the State.  Schools and government offices in rural communities now have a choice for broadband services at competitive pricing.  

By reallocating existing monies, the TOPAZ project has accomplished key goals with no new appropriations.  Consistent with the Governor’s vision for statewide technology and improving government, TOPAZ is expanding universal access to telecommunications in Arizona while lowering costs and providing better service to the public.
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Project: Telecommunications Open Partnerships for Arizona (TOPAZ)

The State of Arizona’s Government Information Technology Agency (GITA) Telecommunications Open Partnerships for Arizona (TOPAZ) project began in October 2000 and has successfully improved access and connectivity to high-speed telecommunications at more competitive costs.  

The purpose of the TOPAZ project is to improve broadband telecommunications offerings for citizens, governments and businesses in Arizona by lowering costs, increasing competition, offering new and improved services and increasing accessibility to quality telecommunications services statewide.

Overall, in the 1990s the telecommunications services across the state were riddled with problems in reliability and connectivity.  Agencies needed better service, lower costs and more options for telecommunications.  According to research by Data-Site Consortium, Inc., the average broadband (T-1 line) price for agencies was $3000 per month.  Statewide, broadband services were only available in 60 cities across Arizona.  This left many agencies and communities in the dark, specifically, only 29% of communities with broadband access.  

In 2000, GITA identified these key problems as a major strategic deficiency in statewide technology and underwent a complete re-engineering of the business process to procure telecommunications.  The insufficiency reflected the need for a major statewide, strategic effort to meet the ongoing telecommunications needs of State of Arizona agencies.  

In October of 2000, the State of Arizona contracted with the following nine telecommunications providers:  AT&T, Citizens Communications, Cox Communications, Global Crossing, GTECH, MCI WorldCom, Qwest, Sprint, Winstar.  These nine, selected under state contract, are positioned to bring increased bandwidth and telecommunication services to government-funded organizations. Providers are encouraged to form partnerships among themselves as needed to put forth the most advantageous offers to the State.  GITA, in partnership with the State Procurement Office, currently estimates state and local entities purchase approximately 30 million dollars per year of telecommunication services through the state carrier services contract (#AD000170).  

Approximately 900 individual organizations buy from TOPAZ contracts for carrier services.  TOPAZ customers are all state, local government, educational and non-profit entities as grouped by the State Procurement Office.  There are 210% more cities with broadband telecommunications offerings than before TOPAZ.   TOPAZ accomplished the broadband deployment in less than two years -- and during an economic downturn.  

Improvement to Government

Government processes for telecommunications were completely re-engineered in the TOPAZ project, including: statewide outreach and communication to build buying pools across governmental jurisdictions, re-engineering the procurement process, electronic bidding, negotiation with vendors and stronger service level agreements.

GITA improved government oversight of technology in TOPAZ in several areas:

· Review and approve all agency telecommunication request

· Processed 335 authorization letters from October 2000 to February 2002

· Automated 149 (e-mail) authorizations from March 2002 to present

· Manages ongoing meetings with carriers and state procurement officers

· Developed centralized telecommunications services database with ad hoc query functions and reporting

The telecommunication services available on the SPO contracts are only useful when acted on by end-user organizations collaborating with others to meet greater needs of communities of interest. Therefore, GITA has focused on an outreach program that has involved many community-based groups and individual users.  

The process improvements in State government include:

· Automating and simplifying a secure order, tracking and approval system, TelcoControl at www.telcocontrol.com
· 24x7x365 access and status of each step in the order, tracking and approval process

· Database of transactions and inventory with query/reports

· Service Level Agreement compliance tracking

· Billing reconciliation tool

· Catalyst for cost reduction

· Audit trail of the order processing and carrier commitments

· Coordinating efforts for community and rural build-out of telecommunications

· Budgetary tools

GITA has dedicated a full-time position, the Telecommunications Development Manager, who travels more than 100 days of the working year to meet with communities of interest – state agencies, local governments and other organizations – to share information on TOPAZ and bring parties together.  The methodology, known as “push” and “pull”, allows GITA to provide outreach, monitor and track results for ongoing TOPAZ success.

The state carrier services contract (#AD000170) has multiple vendors competing on an electronic bidding system, called TelcoControl, by qualified agencies.  The contract allows buying entities to obtain new service options, access to state-contracted service level agreements and better prices from telecommunications carriers on the contract.  The TelcoControl, web-based quotation and purchase order placement service (http://www.telcocontrol.com/), is available to all the buying entities – at no additional cost to them 24 hours a day, 7 days a week.

Volume discounts were negotiated, both on individual purchases for some services, as well as discounts for all buyers under the contract as the number of total purchases reaches agreed-upon benchmarks.  The carriers are required to report revenue on a quarterly basis from purchases under the carrier services contract -- volume discounts are then applied appropriately.  GITA strongly encouraged all qualified agencies to perform due diligence by analyzing the potential benefits of the contract to their organization.  Eight different categories of service -- ranging from trunk lines to cloud-based services to Internet and network management services -- are available for purchase under the state contract.  The prices for some categories are location-dependent, but updated tables showing Internet and long-distance prices statewide are available at GITA.  

Instead of building a private telecommunications network for its own use, the State of Arizona chose to work with the variety of telecommunications providers on state contract to encourage build-out of the public telecommunications infrastructure.  Nine carriers have committed to offering various services to 209 of Arizona’s communities.  Conditions, which accompany state agency purchase orders (PO’s) for services in these communities, obligate the carriers accepting the PO’s to migrate delivery of the purchased service to the most efficient and cost-effective network possible.  

GITA encourages other qualified entities who can use the state contract – such as schools, libraries, city, county and tribal governments, community colleges and universities -- to aggregate demand, leverage their purchases, and provide the additional business case for carriers to build enhanced infrastructure in their community.  Purchasing outside the state contract, though, can equally build the business case.  The plan is to organize the major telecommunications buyers in a community and make their telecom demands visible.  

GITA and the State Procurement Office further encouraged the schools, libraries and rural medical facilities to use the state contracts by filling for and receiving the E-Rate (form 470) designations needed for all eligible buyers to receive federal E-Rate funding.  This funding is estimated to add tens of millions of dollars per year to the aggregate buying capacity of the Arizona schools, libraries and rural medical facilities.
The combined push and pull methodology leads to enhanced telecommunications infrastructure positively affecting economic development, distance learning, telemedicine, telejustice, e-government and other programs to improve the quality of life and competitiveness of Arizona’s communities in the New Economy.  The net effect is “better government” consistent with Governor Hull’s State of Arizona Strategic Plan.

Benefits

TOPAZ has realized significant benefits in cost-savings statewide and better access to telecommunications for the State of Arizona, political subdivisions and non-profits using the state carrier services contracts.  In addition, the build-out of broadband telecommunications resulting from TOPAZ benefits Arizona citizens who now have high-speed access in their schools, libraries and homes.  Customers have more choices and lower-cost options for service.

Benefits include:

· Increased management of telecommunications services

· Creates concise database of telecommunications services

· Streamlines quote, approval and delivery of telecommunication services

· Provides audit trail of quoting, approval and ordering activities

· Gives ability to predict costs

· Reduces life-cycle costs

· Increases levels of service to end users

· E-rate enabled all carriers on State of Arizona contract

· Generated 9100 quotes on E-Rate applications for 1528 district schools and 534 charters for an anticipated increase in federal funds next year of $30 million.

State of Arizona customers and stakeholders are able to expand service to their customers. Telecommunication service improvements resulting from TOPAZ promote the increased delivery of education in Students First, telemedicine programs across the State, and many more social, medical, justice, and law enforcement services.  On the state carrier services contract, categories expanded to include: dedicated voice and data circuits; packet-based and cell-based services; broadband last mile services; voice value-added services; video value-added services; Internet Service Provider (ISP) services; technology management services and administrative management services.

Arizona customers had limited options before TOPAZ (as of October 15, 2000):

 
 

 

TOPAZ CITIES
STATEWIDE BROADBAND           SERVICES                 AVAILABILITY
Average Broadband Price

(T-1 Service)

Time Frame
Oct 15 2000

Average Price

$3000/month

TOTAL-AZ Cities with Broadband Services
60


Percentage of the 209 TOPAZ Cities
29%


After TOPAZ, services were expanded through the partnerships created by TOPAZ for additional services, increased access and lower costs (less than one year):

 
 


TOPAZ CITIES
SUMMARY OF STATEWIDE BROADBAND SERVICES AVAILABILITY

 Time Frame
Oct 15 2000
Sep 01 2001
New Cities

Average Price

$500/month

Total-209 Locations
60
186
126

Percentage Increase


210%

There are numerous case studies that illustrate how TOPAZ has enabled telecommunications where there was no access prior to October 2000.  Examples include: K-12 schools that can connect to the Internet via satellite where previously no telecommunications infrastructure was available to provide the Internet connectivity.  The non-profit organization, Child Help, can now participate in telemedicine sessions for pediatric medical care at a reasonable cost -- increasing the availability of specialized medical attention to abused children.  Another is State agencies serving rural Arizona communities where previously no infrastructure was available.  

In summary, the benefits of the TOPAZ program are improved telecommunications statewide by providing telecommunications build-out to rural areas, with 210% more cities wired, in less than two years.  TOPAZ improved reliability of telecommunications lines and enhanced customer service to State of Arizona agencies and customers.

Return on Investment


A return on investment (ROI) methodology for the TOPAZ project evaluates the initial investment and ongoing costs with TOPAZ compared to realized savings and benefits.  These benefits are to Arizona citizens, to State government, or to both. The ROI measures the extent to which IT projects meet projected deliverables, in this case, and actually have lowered costs, improved access in more communities at no additional costs.  TOPAZ is built on strong business principles to enhance return on investment.  Savings per year for the State of Arizona is $5.6 million, reflect a 66% savings for Qwest services and 34% savings on all others.

The initial investment of the TOPAZ project was minimal ($360,000) and no new appropriations were necessary.  The key focus was re-engineering business processes and not relying on any new appropriations.  

Return on Investment Matrix


2000
2001
2002+
Total

Investments
$35,000 
$225,000
$100,000
$360,000

Arizona Cities with Available Broadband Services
60
186
280
>280

Annual Savings


$5.6 million
$5.6 million

Return on Investment (ROI)



1555%

Key Objectives Realized

· Lower costs from monthly T-1 from $3000/month to $500/month

· Increased competition

· New and improved service offerings

· Rural build-out of telecommunications (communities)

· Increased GITA oversight on telecommunications (approving agency purchasing)

· Improved contract management

· Benefits to Citizens

· Benefits to State of Arizona agencies

· Savings realized statewide

Resource Requirements 

· Initial Investment -- $35,000 for generating the TOPAZ nine carrier services contracts 

· Equipment -- $25,000 for TelcoControl 

· Personnel -- $100,000 for 1.25 FTEs at GITA (annual for 2001 and 2002)

· Finances -- $100,000 for outside consulting services (2001)

· Funding/New Appropriations -- $0 new funds (from existing appropriation)

Competition increased among the carriers and prices statewide were driven down.  A significant change in market share occurred with Qwest, Cox, Citizens and AT&T as the major players.  TOPAZ generated annualized savings within the first two years of operations of $5.6 million per year.  TOPAZ is a significant success on return on investment.  Short-term and long-term paybacks are realized with measurable operational benefits.  

The short-term paybacks are:

· Immediately lowering costs

· More competition among vendors

· New services for broadband offerings

· More cities and towns connected 

· Improved GITA oversight

· Improved contract management

The long-term paybacks are similar:

· New contract services continue to expand

· Rural offerings are expanding to more areas

· GITA coordination and oversight function strengthened

· Significant process improvements with TelcoControl (www.telcocontrol.com)

· Audit trail

· Database of transactions, inventory and bids

· Improve service levels

· Attract other buyers to select state contracts

· E-Rate offered via carrier contracts for all buyers and vendors

· Potential anticipated increase in Federal funds of $30 million next year for E-Rate 

