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I. INTRODUCTION

Why did NECCC select this area for examination?

E-government initiatives continue to be enormously popular across all levels of government. The
National Electronic Commerce Coordinating Council (NECCC) has been tracking the evolution of e-
commerce and e-government initiatives, and publishing white papers for several years. While
enthusiasm and activity on the e-government agenda remains high, we have observed that something

has changed.

“Old” Versus “New” E-Government

The early e-commerce and e-government agenda was dominated by the rush to put information, services
and transactions online. Initially, public sector organizations invested their money to create a Web
presence, and this work has been mostly accomplished. Early projects involved making content, typically
in static form, available through the Internet. This was followed by more sophisticated applications to
enable interactions, such as requesting and delivering a service or processing a transaction. Literally

thousands of these types of projects have been completed.

The previous phase of activity, which we call “old” e-government, was characterized by public sector
organizations as putting as many services online as possible. This activity has evolved to another phase,
which we call “new” e-government. This new phase builds upon the experience of past projects, but also
takes into consideration the competition for scarce resources in the public sector. Our observation is that
new e-government is characterized by public sector organizations putting online only those services with

a compelling business case.
Prioritization among many good ideas, based on criteria set forth in a business case, is the norm.
This year NECCC has collected examples of e-government projects that demonstrate the type of

business case that will be necessary to be successful. These examples are intended to help

organizations in reviewing and planning their respective e-government initiatives.

Creating the Public Sector Business Case

As a general proposition, projects are justified and authorized through three approaches.



1. Improved quantity and quality of output (services). This approach involves the philosophy of
public programs doing more or doing better work with basically the same amount of budget.
Common attributes of this approach are promises of increased productivity or efficiency under a
level funded or constrained budget. Benefits are measured in either qualitative or quantitative
terms.

2. Increased quality or quantity of outcome, or a new capability that did not previously exist.
This approach is similar to the previous, but with more of a focus on effectiveness and customer
satisfaction. Again, benefits can be measured in either qualitative or quantitative terms.

3. Increased revenues and/or decreased costs, often referred to as “return on investment.”
The focus in this approach is on the money. Projects justified this way promise to increase
revenue above current levels or decrease costs below current levels (or avoid cost increases).
Usually the amount of benefits is compared to the amount of the investment over a defined period
of time (three to five years is typical) to determine the breakeven point and the accumulated net

positive benefit. Measurement is quantitative, namely in dollars.

Soft and Hard Dollar Benefits

Another aspect of the public sector business case is the difference between soft and hard dollar benefits.
Soft dollars are generally attributed to projects that generate process efficiencies and/or service and
quality improvements. These are real benefits, but often materialize as part of a person’s job or part of a
process, and are thus difficult to capture and materialize in the budget. In contrast, hard dollar benefits

are discrete and measurable events, such as new revenue, that can be directly converted to the budget.



II. LESSONS LEARNED FROM IMPLEMENTING
NEW E-GOVERNMENT

Working through its membership and other affiliations, NECCC issued a survey seeking to identify e-

government projects that met the following criteria:

Used technology to achieve revenue maximization, cost savings, or cost containment.
Completed and operational as of April 2003.

Demonstrated rigorous measurement to show results.

Crossed multiple organizational boundaries or affected multiple stakeholder groups.
Exhibited results that could be replicated and used by other programs or governments.

The response to the survey was tremendous. Over 70 fascinating and meritorious projects were
identified. However, to manage the size of our report, the NECCC conducted additional review and
evaluation to narrow the list to 23 projects, and eventually down to the nine projects described in this
report. In the aggregate, these projects delivered over $143,000,000 in revenue maximization or cost
savings for their governments. There were several common themes or lessons learned across all these

projects.

= Measurement is not just about how much the governmental entity saves. It is also about how
much the client saves. While most projects factored in staff time savings as an indicator of project
success, several also factored in the time clients were no longer spending driving to the site and

waiting in line to conduct their transaction. In all cases, this was the much larger number. For

example, while the Virginia Employment Commission saved approximately $270,000 annually on staff

costs to manually process unemployment claims, their online claimants are saving over $2 million
annually.

= Bring all the stakeholders to the table. Many projects stressed the importance of a cross-functional
team when implementing systems that cross boundaries. This would include technology experts,
functional experts from each department, and a representative of any consultants used.

= Consider redesigning your processes. Existing processes and policies may need to be revised to
take advantage of advances in technology. While most processes and policies have served
governments well, they may not take advantage of the efficiencies that e-government systems offer.

= Focus on usability. It is important to remember when implementing Internet applications, that not
everyone is technologically savvy. It is important to stay focused on presenting a simple, non-
threatening Web service. Other things to remember are that not all users will be running current
browser versions, and in some cases, a portion of a user population may not have ready access to
the Internet. User training may be required to increase adoption rates, along with strong customer

telephone or online chat support.



= Today’s technologies enable governments to integrate multiple legacy systems. Several
responses cited the use of Web-based technologies, such as XML and “middleware” to enable the
core application to serve a wide range of clients without requiring redesign of legacy systems. While
project time may increase due to a learning curve, a development process with an enterprise-wide
perspective is much more efficient than developing an application on an agency-by-agency basis.

= Consider the use of non-traditional funding models. During times of historical budget gaps,
government money may not be available for new system development. Many of the systems we
studied used a public-private partnership, where a private business funded the system development
and received payment as the clients adopted the system.

= Use scalable hardware and software. E-government adoption rates are sometimes difficult to
anticipate due to a lack of historical perspective. It is important to test systems at a peek workload,
and to use scalable hardware and software so that capacity is easily increased should adoption rates
exceed estimates.

= Plan for differing laws and regulations when implementing systems that cross government
jurisdictions. By design, the process to change government regulations and laws is often
cumbersome and lengthy. Consider the risk that required changes to regulations and laws might

impede development, and build in time to handle this circumstance.

E-government offers great potential for increasing the cost-effectiveness of government through cost
savings and revenue maximization. However, cost-effectiveness is two-fold, with the client served often
saving more than the government agency. Success is often not about changing the technology, but

changing the culture within the agencies and with the client.



III. CASE STUDIES

A. Education: UVic — E-Procurement and E-Commerce Integration

Government Organization: University of Victoria
Respondent's Name: Ken S. Babich

Title: Manager, Purchasing Services

E-mail Address: kbabich@uvic.ca

Telephone Number: (250) 721-8330

UVic’s e-procurement and e-commerce system focuses on leveraging leading edge Internet (www)
technology to provide procurement transaction processing efficiencies on a 7x24 real-time basis

worldwide.

The system has been designed and developed using industry standard HTML and ASP technology and
the “shopping mall/cart” model wherein customers (internal users) can access a variety of specific e-
merchant online catalogues through Web- and Internet-based technology. Users place their orders online
at UVic’s negotiated preferred pricing, have their orders paid for through a pre-selected purchasing card
VISA payment, and have the transaction reported and tracked through ProCard — PVSNet software. The
transaction is then downloaded to UVic's EASY accounting system, where the value of the order has the
various federal and provincial taxes calculated and the transaction electronically adjusted. The
transaction is then up-loaded to UVic’'s EASY accounting system debiting the customer operating budget

account. Cost re-allocations are processed online in the same manner through PVSNet.

These business/commerce functions are conducted online with no need for paper, as the transactions are
permanently stored at each stage of the process with access only by the authorized user, based on
UVic’s security levels. UVic’'s e-procurement portal and Web site is the foundation for its e-merchant

shopping mall.

Internal customers also have the option of electronic billing. This arrangement involves online, real-time,
7x24 order placement, however, the customer arranges for payment through a monthly or bi-weekly

electronic invoice from the respective e-merchant rather than a purchasing card VISA payment.

Because each e-merchant’s pricing is unique and proprietary to UVic’'s contracts, security access is
established to the site. As well, each e-merchant assigns an internal specific ID and password for the

authorized user to access their respective catalogues (second level security access).



All UVic authorized e-merchant’s catalogues are hyper-linked to UVic’s Web site, and each e-merchant

must agree to UVic’s eight electronic commerce conditions prior to being listed on the Web site.

Reason for Automating Through E-Government

= The objective of the e-procurement and e-commerce system was to make available, to authorized
internal users, an effective and efficient means of acquiring low value, frequently needed types of
products and services without having to go through an unnecessary procurement step. The system
was created to:

Drive down/out transaction costs.

Improve supply cycle and process time by eliminating duplicate/triplicate keying of data.
Eliminate the need to generate multi-form (set of five pages) hard copy documents.
Reduce error rates in supply fulfillment caused by keying errors.

Reduce point-of-purchase costs by reducing line item prices passed on by the e-merchants
reflecting process improvements.

Improve supplier performance and delivery.

Reduce purchasing intervention for low value acquisitions.

Improve payment process and throughput time.

Improve management reporting.

Improve customer/supplier relationships.

Focus limited resources on acquisitions where value can be provided.

O O O O O

O O O O O O

= Specific objectives of the program were to:

o Have approximately 320 VISA payment cardholders prior to March 31, 2003, and at least 750 at
full implementation — as of March 31, 2003, the number was 367.

o Reduce the number of Purchase Requisitions (PRs) and Purchase Orders (POs) equivalent to
the number of VISA transactions — reduced by an average of 3,779/year.

o Reduce the number of invoices processed manually equivalent to the number of VISA payments

—reduced by 7,395/year.

Reduce the process time from PR to PO to less than a week and if possible to same day.

Reduce the invoice processing period to less than 14 days.

Increase the average VISA payment transaction value to at least $500.

Increase the annual spend value of VISA transactions to greater than $2.5 mil.

Decentralize low-value acquisitions to end-users (<$500 and <$1,000).

Reduce hard process costs for forms, printing, long-distance, mail, envelopes, handling, etc.

Leverage deep discounts available from Suppliers to do business with them electronically.

Reduce error rates.

Maximize use of resources and add value.

Maximize online sourcing capabilities and opportunities.

Use technology to reduce student cost of education and extend UVic preferred pricing to

students, staff and alumni.

O 0O O OO OO OO0 O0OOo

Discoveries During Implementation

The first and foremost discovery was that Purchasing Services was not “service oriented,” but rather
“control oriented.” To get to the service model, the staff had to look inward at their role, what tasks and

activities they performed, and then re-invent their operations.



= Staff used a Business Process Reengineering (BPR) “value matrix” to achieve this goal as

follows:

o Continued practices that were valued by customers and stakeholders and that were generally
seen to be working well.

o Took corrective action toward measures that were valued by customers and stakeholders but
that were not seen to be working as well as they should be.

o Introduced into the system measures that were not the normal current business practice, but
that would add-value to the organization and process.

o Eliminated or fundamentally changed current practices that were not valued by customers
and stakeholders.

= Staff could reduce point-of-purchase pricing on a number of high-volume, low-value items if they

did business differently with suppliers and merchants.

= Internal customers did not value some of the methods and processes because of excessive
front-end intervention. The corporate purchasing policy needed revision to reflect technological
advancement. For example, policy was changed to set the spending threshold for review by
Purchasing Services from $250 to $500; then as an incentive to use the VISA payment card, raised
the threshold for VISA purchases to $1,000.

Hurdles to Success

Effective change is difficult to achieve unless handled appropriately.

= Due to the corporate culture (academic environment) obtaining consensus and buy-in from
our internal users was not without its challenges. Through collaboration, focus groups, one-on-
one meetings, pilots, and formal presentations, the merits and benefits of an e-procurement and e-
commerce system were recognized, accepted and supported by a large population of our user and

stakeholder group. The “what is in it for me” syndrome prevailed.

= Staff were very concerned that their specific jobs would change dramatically or be abolished
due to reduced work, and that changes would have a significant impact on their livelihood.
Through a “strategic planning” exercise, in which all staff participated, staff were reassured that they
would not be impacted negatively by migration to a “service delivery model.” In fact, several positions

were upgraded.

The e-procurement and e-commerce initiative was instrumental in improving the working relationships

not only within the purchasing unit, but also with customers and suppliers.



Project Timetable

The project was initiated in the fall of 2000 when it was determined that Purchasing Services could not
continue to operate as it had and expect to meet the supply management needs of the organization as a
whole. In mid-November 2000, it was identified that the former Web site was not serving the public
adequately and that process were labor intensive, constrained and “rules bound.” A vision was identified,
based on private sector concepts relative to e-commerce and e-procurement. In early December 2000

(one month later), the new and improved Web site was completed and placed into real time piloting.

On January 23, 2001, the e-procurement portal was further enhanced to accommodate VISA payments
and the tracking and reporting of transactions through ProCard PVSNet, including the development and
implementation by Millennium Computer Services of the tax calculation formula module for up-loading
into BANNER - SCT.

UVic ran with this site until December 2002, at which time significant technology changes required
enhancement to the Web site. A UVic co-op student was hired to enhance the Web site and include all
functionality deemed essential to the services provided. E-Procurement Gen 2 was developed. During
this evolution, HAZMAT and WEBREQ functionality was developed by Millennium Systems and linked to

the e-procurement, e-sourcing and other electronic services Web pages.

Project Outcome

= Improved procurement process throughput time: most PR’s within two working days.

= Improved customer service.

= Improved supplier payment throughput: current payments are made in less than a week and often
on the same day.

= Reduced the number of low value invoices submitted for payment (7,400 reduction or 23
percent).

= Increased number of VISA payments for low value purchases (increased by 10,447 or 967
percent).

= Improved supplier and merchant relationships.

= Decreased point-of-purchase prices MONK Corporate Express ($360k/year or five-year reduction
estimated at $1.8 million).

= Empowered user departments through decentralization of low value purchases.

= Improved morale within the purchasing unit through better customer relations.

= Formed strategic supply partners through the combined strategic alliance model and e-

procurement model.



Established a procurement service where UVic students, employees and alumni are eligible for
UVic preferred and negotiated prices and discounts through designated e-merchants.

Although the actual budget and expenditures increased marginally $8,211 or .0197 percent from
FY02 to FYQ3, processing volume increased by 22.12 percent.

Purchasing Services will not have to hire additional full time employees in 2003-04.

Measuring Results

Purchasing Services tracks all process activity electronically through BANNER-SCT ERP, EASY financial

and accounting reporting system, VISA payment system and PVSNet transaction reporting and tracking

systems, including:

Budget to actual expenditures for each fiscal reporting period.

Solicitation invitations issued by reporting period for each type of solicitation.

Invoices processed by dollar volume and number of transactions by reporting period by category
of invoice.

POs issued by reporting period.

PRs processed by reporting period.

VISA payments made against the purchasing card by dollar value, cardholder and number of

transaction.

Partnerships/Collaborations

Collaborators on this project were:

Professional/Educational Association
Department Executive Directors
Department Administrators

Controller = Department Front-Line Staff
Manager, Accounting Services = Faculty

Manager, Financial Reporting = Deans and Chairs

Executive Director, Financial Services =  Suppliers and Merchants
Vice President, Finance and Operations = Chamber of Commerce
Manager, Business Development and = Director, Internal Audit
External Relations =  UVic Co-op Program

All Purchasing Service Staff = UVic Students

Various Department Mangers = Manager, Computer Store
Various Support Technical Staff from = Manager, Book Store
Computer Services = Manager, ZAP Copier Centre
University Technical Advisory = Millennium Computer Service
Committee = E-Com Strategies.com
Human Resources Department = CIBCVISA

Union — 951 = ProCard

Occupational Health and Safety
Periscope Holdings — NIGP Code



Can Other Governments Replicate This Project?

This project, which uses e-procurement/e-commerce methodology and systems, can be implemented
relatively quickly within any BANNER-SCT ERP system. However, it should be relatively simple and

should be inexpensive to implement this functionality into any ERP system that is Web-based.

Organizations must evaluate their readiness for change, be willing to take some risk, be prepared to go
through a Business Process Redesign (BPR) exercise, and determine whether there is value for their
organization to migrate to a Web based e-procurement and e-commerce protocol, where the e-merchant

maintains their respective online catalogues in a 24 x 7, real-time environment.

B. Health and Medicaid — Electronic Verification of Vital Events (EVVE)

Government Organization: NAPHSIS
Respondent's Name: Kenneth M. Bean
Title: Executive Director

E-mail Address: kbean@naphsis.org
Telephone Number: (301) 563-6001

The National Association for Public Health Statistics and Information Systems (NAPHSIS) and the Social
Security Administration (SSA) is phasing in a new e-government initiative that will make it easier and
quicker for people to apply for Social Security benefits. The project, called eVital (EVVE), will provide
immediate online verification of birth and death information. This new initiative is part of the President’s
Management Agenda and the Office of Management and Budget’'s (OMB’s) Quicksilver E-Government

initiatives.

The project, currently being piloted in eight states, allows SSA employees to verify state birth and death
information online, which enables SSA to process benefit applications and Social Security card requests
faster and at lower costs. Additionally, EVVE’s direct government-to-government transaction will help

reduce fraud.

Reason for Automating Through E-Government

Currently, the public must provide birth and/or death information in order to receive benefits or a Social
Security Number from SSA. If a person does not have the appropriate document, then he or she has to
obtain a copy from a state bureau of vital statistics. In some situations, SSA may contact the vital

statistics agency directly for a record. In both cases there is usually a fee for the record and a delay in

10



obtaining the copy. This new e-government project will reduce the cost and time it takes to verify birth

and death information.

The solution to providing meaningful service to SSA applicants was the establishment of an electronic
hub at NAPHSIS that provided the bridge between state and local vital records data systems and the SSA
user. The objective was to provide a cost-effective, reliable, and secure hub to protect state and local
data from misuse and fulfill the SSA objective of saving time and money in processing benefit

applications.

Discoveries During Implementation

The most important lesson discovered in creating this system was how difficult the state and local laws
and regulations were in terms of allowing access to their respective data. Every jurisdiction had a different
set of rules it must follow concerning the confidentiality, protection and maintenance of their data.
Negotiations with SSA and the individual state vital records offices began in 1994, and initially the SSA

wanted open access to these records.

Because of the complexity of the negotiations and the time constraints faced by the individual states, the
states approached NAPHSIS in 2000 with a request to intervene with SSA on their behalf. The states felt
that NAPHSIS could provide common representation for the states and be a single point of contact with

SSA and that NAPHSIS could achieve both a common methodology and a fair and equitable price for the

services provided.
NAPHSIS was able to overcome the confidentiality issues by using a query algorithm, which provides a
match/no match response to an SSA query and eliminates the browsing capabilities. This match/no

match response became the foundation for the EVVE project.

To solve the fair pricing issue, both SSA and NAPHSIS agreed to the hiring of an outside accounting firm

to undertake a fair price assessment study of state vital records costs.

Hurdles to Success

NAPHSIS, SSA, and the participating pilot states learned many lessons during the pilot evaluation phase.
These lessons included state data problems, SSA user data entry errors, state infrastructure stability, and
coordination between state vital records offices and the state IT departments. In order to increase the

successful match rates on EVVE queries, these problems will need to be addressed. State data problems

identified during the pilot phase included:

11



= Lack of availability of the “Date Filed” field to support verification queries.

= |diosyncrasies in the Date Filed field between electronic records and paper certificates.

= Poor timeliness of converting paper death certificates into electronic format.

= Utilization of database extracts as “snap-shots” in time versus accessing a “live” database for
queries.

= Lack of accessibility to modified data records for queries.

= Truncation of characters in name fields during certain time periods.

= Removing blanks, hyphens, and other special characters from the electronic record.

= Incorrectly indexed name fields in the electronic database.
SSA user data entry errors ranged from typographical in nature to entering incorrectly provided

information from their claimant. In Mississippi, 85.5 percent of the “no matches™ on birth queries during

the pilot phase could be attributed to data entered erroneously by the SSA user.

Project Timetable

From the initial identification in 1994, the states, SSA and NAPHSIS worked on solving the problems that
surround such a system. An agreement was signed in July 2001 for NAPHSIS to perform the work
outlined on the proposal for the Online Access to Vital Records Project, also known as EVVE. NAPHSIS
selected the vendor to run the hub, and identified a pool of states that were interested in being pilots.
After much study by NAPHSIS and SSA, eight states were identified. These initial pilot states were

Hawaii, California, Colorado, Minnesota, Missouri, lowa, Mississippi and Oklahoma.
The initial pilot project ran through May 2003. NAPHSIS, SSA, and the eight states agreed to extend the

pilot through the current federal fiscal year, and discussions are now under way as to how best to expand

the pilots with the goal of full implementation before the end of 2004.

Project Outcome

The project is a proven success. State vital records are accessed without any compromise in the integrity
of the data. SSA response time for public interaction has dropped to hours instead of weeks to verify

and/or certify vital records.

NAPHSIS is currently developing a survey to send to the states asking about data availability, content
and format. This survey will address the data issues NAPHSIS has uncovered during the EVVE pilot
phase, especially those related to verifications and how to ensure that a state can support EVVE

successful verification matches. The survey will also focus on how data elements are electronically stored

12



and how these data elements are printed on a certified copy. The survey will consider electronic record

and paper certificate content and format as it has changed over time.

Measuring Results

Results are measured in several ways. The percentage of successful matched records is the chief tool of
the project. The time it takes to process SSA applicants is another important variable. SSA has estimated
that use of this proven technology will decrease the average time it takes to verify a claimant’s age from
10.6 days to a matter of minutes. Money saved through these efficiencies, revenues gained by states
through electronic verification of records, and the numbers of fraud detections are all important

quantifiable results.

Partnerships/Collaborations

The SSA has been a full and equal partner in the EVVE project. In demonstrating both the cost
efficiencies and the fraud-prevention qualities of the EVVE project, SSA has taken the lead as the federal

agency that is responsible for marketing this project to other federal agencies.
EVVE will save time, energy and money as it makes the required government interactions faster, more

secure and efficient for the citizen. That’s