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State IT Management Initiatives

MISSOURI’S BID SPECIFICATION DEVELOPMENT METHODOLOGY

Executive Summary

In preparing for the competitive bidding process required by state statute, the State of Missouri recognized its ability to meet fiscal year funding time constraints and to deploy a successful E-Government initiative would be contingent upon securing meaningful and manageable input from industry experts during the Request for Proposal (RFP) drafting stages so that the bid requirements would align with and be supportable by the IT industry.

In order to engage industry experts in the RFP development efforts, the Division of Purchasing and Materials Management (DPMM) and the OIT (Office of Information Technology) jointly hosted an interactive RFP development effort consisting of a series of RFP Development Discussion Group Meetings and an E-Government Website Forum prior to issuing the official RFP(s).  Companies were instructed if they were interested in participating in either endeavor, they had to register as a vendor on DPMM’s website and register for the discussion groups and/or the website forum by August 5, 2001.

OIT and DPMM hosted four RFP Development Discussion Group Meetings in Jefferson City, Missouri on August 14, 2001, September 5, 2001, October 9, 2001 and November 7, 2001.  Within a few days after each of the RFP Development Discussion Group Meetings, the State of Missouri opened the E-Government Website Forum, posted summary findings from each of the discussion group meetings, and invited meaningful feedback from registered vendors for the state to consider and consolidate into a draft RFP, which was also posted on the website for vendor review and input.

By utilizing the bid specification development methodology described above, the State of Missouri was able to leverage its existing resources -- including in-house staff from several state agencies, in-house E-Government knowledge, shared knowledge of lessons learned and best practices by other states, the Internet, and the vendor community -- to obtain meaningful and manageable industry expertise needed for its E-Government Infrastructure procurement without any expenditure of tax dollars.

This methodology also allowed the state to gain a multi-vendor perspective, which more accurately reflected the overall industry’s best practices than would have been available by contracting with a single vendor to write bid requirements.   It also provided an organized way to communicate with the many vendors in this industry without unnecessary duplication of communications with all of the individual inquiries.  

The RFP development process concluded when the official RFP was issued on November 30, 2001.  The benefits of this effort were realized throughout the bid and evaluation process and continue to be realized even after the contract was awarded April 15, 2002.  Missouri’s bid specification development methodology can be re-used internally for future State of Missouri procurements and also has external transferability for other governmental entities.  The State of Missouri intends to utilize this same methodology with its two remaining E-Government procurements (Business to Business/Business to Government and Agency Projects) as well as with other future projects of this caliber.

Description Of Project, Including Length Of Time In Operation;

The Missouri General Assembly approved funding for the Office of Information Technology (OIT) to develop Missouri's E-Government infrastructure and portal during fiscal year 2002 (July 1, 2001 through June 30, 2002).  In preparing for the competitive bidding process required by state statute, the State of Missouri recognized its ability to meet funding time constraints and to deploy a successful E-Government initiative would be contingent upon securing meaningful and manageable input from industry experts during the Request for Proposal (RFP) drafting stages so that the bid requirements would align with and be supportable by the IT industry.

In order to engage industry experts in the RFP development efforts, the Division of Purchasing and Materials Management (DPMM) and the OIT jointly hosted an interactive RFP development effort consisting of a series of RFP Development Discussion Group Meetings and an E-Government Website Forum prior to issuing the official RFP(s).  Invitation letters were emailed and posted on DPMM’s website.  Vendors were encouraged to participate in the meetings and in the website forum as the state prepared its RFP technical and performance requirements and determined appropriate proposal evaluation criteria for each of the procurements that would be conducted.  Although the state anticipated ultimately issuing three separate RFP’s, specifically Infrastructure, Business to Business/Business to Government, and Agency Projects, these initial efforts focused on the Infrastructure RFP.

Vendor Registration:  As a beginning step, companies were requested to register at DPMM’s website if they hadn’t already done so, since vendor registration was a pre-requisite for participating in the discussion group meetings and the website forum.  Vendors were then allowed to sign up to participate in the RFP Development Discussion Group Meetings and to participate in the E-Government Website Forum.  Vendors were instructed if they were interested in participating in either endeavor, they had to complete their online vendor registration and sign up on DPMM’s website for the discussion groups and/or the website forum by August 5, 2001.  In advance of the meetings, a listing of topics to be covered at each discussion group meeting was posted on the website.  Vendors were asked to respond with their top three topic preferences for the discussion groups.  The State of Missouri assigned a user id/password to each vendor who registered for the website forum in order to preserve the anonymity of the organization submitting feedback on the website forum and to insure only those vendors who were properly registered with DPMM were participating in the effort.

RFP Development Discussion Group Meetings:  OIT and DPMM hosted four RFP Development Discussion Group Meetings in Jefferson City, Missouri on August 14, 2001, September 5, 2001, October 9, 2001 and November 7, 2001.  Vendors were instructed that at each workshop, the state intended to allow a limited number of organizations to have subject matter experts sit at the head table and actively participate in the discussion while the remaining vendors would be allowed to sit in the audience to observe.  Since it was the state’s desire to give multiple vendors opportunity to participate at the discussion table, vendor participants were rotated for each of the major discussion topics.  Every effort was made to allow each company to have one representative participate at the head table of at least one of the discussion groups for which they expressed a preference on their discussion group registration.  

E-Government Website Forum:  DPMM hosted the public, online development of each of the RFP’s technical specifications, performance requirements and proposal evaluation criteria through its E-Government Website Forum.  Within a few days after each of the RFP Development Discussion Group Meetings, the State of Missouri opened the forum, posted summary findings from each of the discussion group meetings, and invited meaningful feedback from registered vendors (including those who participated at the head table, those in the audience and those who couldn’t attend the workshops) for a limited number of days.  The forum then closed to allow the state opportunity to consider the vendor feedback and to consolidate the information into a draft RFP, which was subsequently posted on the website for a limited number of days for vendor review and input.  

Minority/Women Business Enterprise Participation:  Vendors were advised in the initial invitation letter that the upcoming Infrastructure RFP would contain mandatory requirements for subcontracting 20% of total contracted dollars with Missouri-certified Minority Business Enterprises (MBEs) and 10% of total contracted dollars with a Missouri-certified Women Business Enterprises (WBEs) in accordance with Executive Order 98-21.  Vendors were made aware the State of Missouri’s Office of Equal Opportunity (OEO) administers the state’s M/WBE Certification Program and were given their website (http://www.oa.state.mo.us/oeo/MBE.html) for information pertaining to the Executive Order, for the online directory of certified MBE’s and WBE’s, and for names and contact information of individuals within OEO who would be available to assist vendors in locating certified M/WBEs.

Homework:  Prior to attending the RFP development discussion groups or participating in the E-Government website forum, vendors were expected to read the following documents contained on the Office of Information Technology’s website (http://www.oit.state.mo.us) since these documents provided a considerable amount of important background information:  E-Government Report and Plan, Risk Assessment and Management for E-Government Program, and State of Missouri Strategic E-Government Architecture.

Participation in the interactive RFP development process was not mandatory in order to respond to the official Request for Proposal when it was issued.  However, vendors were advised the State of Missouri would give minimal consideration to vendor recommendations for changes to the RFP’s technical and performance requirements after the official RFP had been issued since recommendations were being officially requested during the interactive development process for the E-Government initiative.  Additionally, vendors were told that participation in the interactive RFP development effort in no way guaranteed a contractual commitment or even favorable evaluation consideration during the official RFP process.  The RFP development process concluded when the official RFP was issued on November 30, 2001.  The benefits of this effort were realized throughout the bid and evaluation process and continue to be realized even after the contract was awarded April 15, 2002.  Missouri’s bid specification development methodology can be re-used internally for future State of Missouri procurements and also has external transferability for other governmental entities. The State of Missouri intends to utilize this bid specification development mechanism with the remaining two E-Government procurements as well as with other future projects of this caliber.
Significance To The Improvement Of The Operation Of Government;

By utilizing the bid specification development methodology described above, the State of Missouri was able to leverage its existing resources -- including in-house staff from several state agencies, in-house E-Government knowledge, shared knowledge of lessons learned and best practices from other states, the Internet, and the vendor community -- to obtain meaningful and manageable industry expertise needed for its E-Government Infrastructure procurement without any expenditure of tax dollars.

Missouri’s bid specification development methodology represented a true partnering effort between public and private sector for the betterment of Missouri taxpayers. The state’s purchasing office, the CIO’s office and multiple state IT shops worked cooperatively with the vendor community to align the State of Missouri’s needs with industry-accepted practices and offerings.  A total of 80 companies with 195 representatives and 12 state agencies with 33 representatives attended the four RFP discussion group meetings.

By approaching the vendor community in an open and organized fashion, the process gained immediate vendor acceptance because it was perceived to be a fair and credible effort.  Vendors provided the state access to their “experts” not only in the various topic areas during the RFP Discussion Group Meetings but also in their responses to the website forum. Vendors were appreciative of the opportunity to provide input at this stage in the RFP’s development and of the opportunity to gain so much insight into the state’s functional needs.  The mutual sharing of information helped vendors to minimize their risk factors by eliminating many of the unknowns.

Utilizing this specification development mechanism allowed the state to gain a multi-vendor perspective which more accurately reflected the overall industry’s best practices than would have been available by contracting with a single vendor to help the state write its bid requirements.   It also provided an organized way to communicate with the many vendors in this industry without unnecessary duplication of communications with all of the individual inquiries.  

Missouri’s bid specification development methodology can be re-used internally for future State of Missouri procurements and also has transferability externally for other governmental entities.  The State of Missouri intends to use this same methodology with its two remaining E-Government procurements (Business to Business/Business to Government and Agency Projects) as well as with other future procurements of this caliber.

Benefits Realized By Service Recipients, Taxpayers, Agency Or State;

Missouri’s bid specification development methodology has four beneficiaries:  

1. Itself (The State of Missouri)

2. Vendors

3. Minority/Women Business Enterprises

4. Taxpayers

The State of Missouri

Approaching the Infrastructure procurement, the State of Missouri recognized both a deficiency in its infrastructure knowledge to adequately prepare bid requirements and a corresponding lack of funds to contract for this knowledge.  By creating and following its bid specification development methodology, the state received the following benefits:

· At no cost (other than internal staff time), the state was able to gain multiple vendors’ expert advice and feedback so that within the resulting RFP, the state’s needs were properly aligned with industry best practices. 

· The discussion group and web forum registration mechanism on the Division of Purchasing and Materials Management’s website, which was created very quickly in-house using shareware downloaded from the Internet, enabled an organized way to communicate with a multitude of vendors with minimized effort.

· The mutual information sharing during the discussion group meetings and the web forum resulted in (1) better bid responses from fully-informed bidders, (2) lower bid pricing reflective of elimination of unknown risk factors, and (3) minimal bid-to-award turnaround time for a procurement of this complexity and magnitude resulting from the comprehensiveness of the RFP document. 

Vendors
Knowledge and fairness are critical enablers to successful opportunities for vendors.  The State of Missouri was vigilant in its efforts to provide both to the vendor community in its bid specification development and procurement processes for its E-Government Infrastructure project.  With the state’s bid specification development methodology, vendors received the following benefits:

· By attending the four RFP discussion group meetings, by observing the state’s development of  the RFP publicly on the Division of Purchasing and Materials Management’s web page, and by the state aligning its needs with industry best practices and offerings, vendors were given full disclosure of the state’s needs which minimized each vendor’s risk of business failure within the procurement.

· By the state maintaining the anonymity of each vendor’s web forum comments, vendor bid strategies were not compromised.

· Vendors were able to submit their input to the state for consideration and inclusion in the very early stages of RFP development.

Minority/Women Business Enterprises

With the state’s bid specification development methodology, Minority/Women Business Enterprises (M/WBEs) received the following benefits:

· With the earliest drafting efforts and invitation advising all vendors the E-Government Infrastructure would include mandatory M/WBE participation, M/WBEs had extended time to formulate partnering arrangements with potential prime contractors.

· Each of the four RFP discussion group meetings as well as the official RFP pre-proposal conference gave the M/WBEs many opportunities to network with potential prime contractors.

Taxpayers

With the state’s bid specification development methodology, the taxpayers received the following benefits:

· By not having to contract with an organization to development Missouri’s bid specifications and contractor performance requirements, taxpayer dollars for E-Government Infrastructure could instead be directly used for the actual infrastructure rather than being spent for overhead costs to obtain the infrastructure.

· As a result of the bid specification development methodology Missouri employed, a better contract and ultimately a better E-Government infrastructure will be provided for the citizens of the State of Missouri.

Return On Investment, Short-Term/Long-Term Payback (Include Summary Calculations)

Although the state could have alternatively contracted with a single vendor to help define the bid requirements, that vendor would have been precluded for potential conflict of interest reasons from competing for the actual Infrastructure award.  The state anticipated this would not have been a productive effort since vendors would likely have passed on the bidding opportunity for requirements identification in favor of the bidding opportunity on the actual Infrastructure procurement.  

Had the State of Missouri outsourced the bid specification development effort, the state would have likely incurred an estimated $200,000 in expenditures ($100/hour x 2000 man hours) for the contractor’s services and conservatively $17,100 in state expenditures to conduct the procurement and evaluation process (2 full-time employees [FTEs] from DPMM + 2 FTEs from OIT for 150 hours each + 5 evaluators for 70 hours each, all at an average salary of $18 an hour; however, the $17,100 figure doesn’t include office supplies nor the opportunity cost of not being able to work on other projects while handling that procurement).

Because the state instead tapped into existing available resources, these expenditures were avoided and all of the industry expertise was provided free of charge.  The discussion group and web forum registration program was developed quickly in house using shareware downloaded from the Internet.  No mailing costs were incurred since all documents were posted on the Division of Purchasing and Materials Management’s website and were downloadable.  If documents were sent to vendors, it was done through email.

The state further mitigated its risks and enhanced the likeliness of a successful E-Government Infrastructure by securing the expertise from multiple vendors rather than the single dimensional perspective that contracting with a single vendor for specification development would have provided.

The State of Missouri’s bid specification development mechanism gave vendors detailed insight into the state’s operations, its current and future direction and its infrastructure needs.  Had the state not taken the time to provide this level of detail, vendors’ bid pricing would have been considerably higher to reflect the risk of many unknown factors.  For a project of this magnitude without this level of detail, vendors have indicated they typically include in their bid price a risk contingency cost in the neighborhood of 8% of the total project costs.  For Missouri’s E-Government Infrastructure project, this represents a cost avoidance to the state of approximately $432,000 (8% of $5.4 million). 







