[image: image2.png]DA

DEPARTMENT OF
ADMINISTRATIVE
SERVICES






Executive Summary

The Oregon Department of Administrative Services (DAS) strives to provide excellent and efficient service to its employees, the executive and legislative branches, and the citizens of Oregon. DAS is at a disadvantage in meeting these business objectives due to the outdated and inflexible human resource (HR) systems used to manage state HR business processes. In response to these challenges with its current HR systems, DAS has initiated a project to plan for the modernization of its human resource systems. It is anticipated that the proposed Human Resource Information System (HRIS) will be a major improvement for Oregon state government by providing an integrated human resource information system that is scalable, maintainable, and upgradeable in order to serve the state for years to come.
Dye Management Group, Inc. was engaged by HRSD to assist with pre-implementation planning for the new HRIS. As part of this pre-implementation planning effort, Dye Management Group, Inc. evaluated several alternatives for addressing the state’s HRIS requirements. This document analyzes potential alternatives for replacing the current HR systems; recommends a strategy for proceeding with the replacement of the current HR systems and the rationale for this recommendation; documents the return on investment from the proposed replacement of the human resource systems and identifies the anticipated intangible benefits from a new human resource system.

Challenges with Current HR Applications
The existing human resource (HR) applications, the Position Personnel Database (PPDB), the Position Information Control System (PICS), and the Applicant Certification System (APPL/CERT) lack the needed functionality and flexibility to allow DAS and the other state agencies to deliver HR services as effectively and efficiently as possible. Likewise, due to age and the number of changes that have been made to these systems over the years, these applications are increasingly difficult to operate and maintain. 

Although these systems generally meet their original objectives of maintaining employee and position management records and providing for basic reporting needs, there are a number of issues that have been identified by agency HR managers and staff. These are issues and challenges that directly impact the ability of DAS and other agency staff to respond to requests for critical information, impact team productivity, and place HR staff at a disadvantage when asked to provide value-added analysis and reporting. 

These are challenges which impact agency budgeting processes and place an excessive burden on human resources and budgeting staff in their efforts to obtain and analyze information needed to satisfy the requests of their customers – agency managers and employees. 

These issues include: 

· The inability for job applicants to apply online 
Due to the large volume of paper created by the current manual employment application process, agency recruiters spend significant time processing applications and sending critical communications to job applicants.
· An increased risk of compromising sensitive employee information in disparate shadow systems 
PPDB is the system of record for state HR data. As the data in PPDB is replicated out to the many shadow systems across various agencies, the risk of compromise of this sensitive employee information increases. 
· Difficulty in obtaining timely information for policy makers 
Primarily due to the application security limitations of the current systems, agencies and legislative staff are unable to easily access information for analysis, reporting and decision making. The only way to obtain data for reporting is to request data extracts from PPDB. This results in a lack of available information for policy makers and agency staff.
· An increased risk of system failure due to the loss of business and technical expertise
Over the next five years, the state’s vulnerability to system disruptions will increase, as a significant number of employees familiar with PICS, APPL/CERT and PPDB and the various DAS and agency shadow systems become eligible for retirement. The loss of these employees will make the current systems more difficult to maintain and increase the likelihood of system failure.
· A lack of flexibility and scalability of the current systems to meet changing business requirements
PPDB, APPL/CERT and PICS were not designed to meet the HR information needs of today’s business environment. New information requirements that go beyond the capabilities of PPDB, APPL/CERT and PICS are consequently both costly and time consuming to implement.
· The increased difficulty in complying with changes to federal and state laws and regulations 
Because of the lack of flexibility and scalability of the existing systems, it is becoming increasingly difficult for the state to comply with changes to federal and state laws, regulations, and mandates. This puts the state at risk of being liable for not fully complying and/or being slow to comply with mandates. 

· A large number of disparate shadow systems across many state agencies
There are multiple non-integrated shadow systems that were developed by DAS and other agencies to satisfy the data and reporting needs that the current systems cannot support. These systems require extracts from another system of record (PPDB, APPL/CERT, PICS, Payroll) or manual data entry. Maintaining these systems and using them to run reports is costly for agencies and places an additional support burden on agency staff. 
· The increased cost to DAS HRSD and other state agencies for maintaining HR data 
There is a high agency total cost of ownership for HR data due to the creation and support of the many agency HR shadow systems. 

· A lack of a consistent HR systems platform for all state agencies
Many of the larger agencies have both technical and functional HR staff to implement the needed systems, tools, and reports to supplement the capabilities of PPDB, APPL/CERT and PICS in order to support their agency business objectives. Smaller agencies, however, have limited HR staff and little or no budget to support development of human resource shadow systems to meet their HR needs.  As a result, there is a substantial gap in the HR system capabilities available between the various agencies, with smaller agencies frequently relying on manual processes to perform various HR activities or functioning without the same HR information as the larger agencies.
· An inefficient use of DAS and agency HR resources as a result of manual and inconsistent business processes
As a result of the inconsistent level of HR systems support available to the agencies, there are a number of non-standard and inefficient (manual or semi-manual) HR business processes across the state.  This results in an inefficient use of DAS and agency HR resources, with HR staff currently more focused on employee maintenance activities and not on HR decision support.

In response to these issues, the DAS Human Resource Service Division (HRSD) initiated a project to implement a new statewide Human Resource Information System (HRIS). 

A new HRIS will enable DAS to provide more effective processing and management of the state’s human resource information. The proposed HRIS will expand on the capabilities of the current PPDB, APPL/CERT and PICS applications by supplying additional information, functionality, and processes required by individual agencies to meet the requirements of their increasingly complex business environments.
HRIS Alternatives Evaluated

Dye Management Group, Inc. identified and evaluated several alternative approaches for implementing a new HRIS against a set of predefined evaluation criteria. These alternatives included:

Alternative A: Do nothing and continue to use the existing core HR systems.

Alternative B: Build a custom HR application to replace PPDB, APPL/CERT, and PICS.

Alternative C: Acquire a best-of-breed commercial off-the-shelf (COTS) HRIS solution to replace PPDB, APPL/CERT, and PICS.

Alternative D:  Implement HRIS as the initial module of a future statewide ERP solution.
Alternative E: Implement the HRIS module of an ERP solution working in partnership with other agencies to be identified. 

Recommendation:  Alternative E – Implement the HRIS module of an ERP solution working in partnership with other agencies to be identified 
Based on analysis of the alternatives, Dye Management Group, Inc. recommends that DAS implement the HRIS module of an ERP application in a partnership with other agencies. DAS and the other agencies will procure the ERP software and integration services jointly. DAS HRSD will work with the other agencies to identify and implement a single ERP software application to address DAS’ and other agencies’ enterprise human resource requirements through a common database and software application. The agencies will then work together to establish the enterprise design of the HRIS/ERP application and the software will be installed in a shared production environment in a single instance of the software. 
All of the issues and non-financial benefits described in this summary and throughout the business case could be achieved by alternative C, D or E. However, there is a significant cost savings and lower project risk associated with Alternative E, assuming one or more partner agencies can be identified to work with DAS on this effort.  If one or more partner agencies cannot be identified then DAS should proceed with Alternative D and initiate the HRIS as the initial module of a statewide ERP. Exhibit E-1 provides a summary of the project implementation costs, and the post go-live ongoing program costs to DAS for each of the five alternatives analyzed. 

Exhibit E-1:  Summary of Costs by Alternative (in millions) during Project (4 years) and Ongoing Program (6 years) 
	Alternatives
	Project 
Costs
	Ongoing Program Costs 
	Total 
Costs

	Alternative A:  Do nothing and continue to use the existing core HR systems
	$8.2

	$24.6

	$32.8


	Alternative B:  Build a custom HRIS application to replace PPDB, APPL/CERT and PICS
	$35.6
	$14.5
	$50.1

	Alternative C:  Acquire a best-of-breed commercial off-the-shelf (COTS) HRIS solution to replace PPDB, APPL/CERT, and PICS
	$30.6
	$25.3
	$55.9

	Alternative D:  Implement HRIS as the initial module of a future statewide ERP solution
	$32.5
	$23.1
	$55.6

	Alternative E:  Implement the HRIS module of an ERP solution working in partnership with other agencies to be identified
	$24.3
	$20.4
	$44.7


Partnering with other agencies is the most cost-effective solution for proceeding

· This approach has lower implementation costs, lower life cycle costs, and a lower total cost of ownership than the other alternatives. Partnering with other agencies results in project management, infrastructure, and other overhead costs being shared between multiple agencies. 
· By partnering with other agencies, the DAS HRIS team will have dedicated project resources to help configure foundation enterprise human resources data. 

· The DAS cost to implement an HRIS/ERP in partnership with other agencies is estimated to be $24.3 million, which is significantly less than either the custom solution (Alternative B); a best-of-breed COTS HRIS application (Alternative C); or implementing the HRIS as the sole source of funding (Alternative D). 

· Anticipated annual life cycle costs are approximately $3.3 million in the first year after implementation, with the DAS total cost of ownership of $20.4 million from implementation through five years of ROI analysis. The annual cost of operating a new HRIS/ERP is also similar, though slightly less than the cost of continuing to operate the current systems (Alternative A), once a new HRIS/ERP system has been fully implemented.
· While none of the alternatives analyzed has a positive return on investment during the period analyzed for the business case, Alternative E has the earliest positive annual net benefit of any alternative, beginning in the fourth year following implementation. In addition, Alternative E has a $5.4 million dollar annual net benefit in the last year of the business case analysis (the sixth year following implementation).  Exhibit E-2 outlines the anticipated financial benefits of the recommended alternative by year.
Exhibit E-2:  Financial Benefits of Implementing an Integrated HRIS
	BENEFITS / GAINS
In $1000’s
	Y1
	Y2
	Y3
	Y4
	Y5
	Y6
	Y7
	Y8
	Y9
	Y10
	TOTAL

	Cost avoidance of developing new shadow systems to meet statutory/regulatory requirements
	0.0 
	0.0 
	0.0 
	$400.0 
	$800.0 
	$840.0 
	$882.0 
	$926.1 
	$972.4 
	$1,021.0
	$5,841.5 

	Repurpose employee’s time to knowledge work based on workflow tools for managing the applicant tracking process
	0.0 
	0.0 
	0.0 
	0.0 
	146.0 
	383.0 
	804.0 
	$844.0 
	$886.0 
	$931.0 
	$3,994.0 

	Repurpose employee’s time to knowledge work based on Manager self-service and work flow for triggering and automating the recruiting process on open positions
	0.0 
	0.0 
	0.0 
	0.0 
	$16.7 
	$43.8 
	$91.9 
	$96.5 
	$101.3 
	$106.4 
	$456.4 

	Repurpose employee’s time by removing redundant data entry in the new hire process, due to new ability to move new hire data from recruiting via workflow processing
	0.0 
	0.0 
	0.0 
	0.0 
	$13.5 
	$35.6 
	$74.7 
	$78.4 
	$82.3 
	$86.4 
	$370.8 

	Repurpose employee’s time to knowledge work based on manager self service and work flow for appointments
	0.0 
	0.0 
	0.0 
	0.0 
	$13.5 
	$35.6 
	$74.7 
	$78.4 
	$82.3 
	$86.4 
	$370.8 

	Repurpose employee’s time to knowledge work based on manager self service and work flow for employee data changes
	0.0 
	0.0 
	0.0 
	0.0 
	$55.7 
	$146.3 
	$307.1 
	$322.5 
	$338.6 
	$355.6 
	$1,525.8 

	Repurpose employee’s time to knowledge work based on work flow for job changes 
	0.0 
	0.0 
	0.0 
	0.0 
	$2.1 
	$5.4 
	$11.4 
	$12.0 
	$12.6 
	$13.2 
	$56.6 

	Repurpose employee’s time to knowledge work based on  work flow for reclassification and reallocation
	0.0 
	0.0 
	0.0 
	0.0 
	$1.5 
	$3.9 
	$8.1 
	$8.5 
	$8.9 
	$9.4 
	$40.2 

	Repurpose employee’s time to knowledge work based on work flow for separations
	0.0 
	0.0 
	0.0 
	0.0 
	5.9 
	$15.4 
	$32.2 
	$33.9 
	$35.5 
	$37.3 
	$160.2 

	Repurpose employee’s time to knowledge work  associated with processing HR transactions through standardizing processes and eliminating offline systems
	0.0 
	0.0 
	0.0 
	0.0 
	$41.7 
	$109.4 
	$229.7 
	$241.2 
	$253.2 
	$265.9 
	$1,141.0 

	Repurpose employee’s time to knowledge work associated with processing HR transactions through implementation of employee self service
	0.0 
	0.0 
	0.0 
	0.0 
	$4.0 
	$10.5 
	$22.0 
	$23.1 
	$24.2 
	$25.5 
	$109.2 

	Repurpose employee’s time to knowledge work associated with reduced cost of responding to requests for management information
	0.0 
	0.0 
	0.0 
	0.0 
	$62.5 
	$164.1 
	$344.5 
	$361.8 
	$379.8 
	$398.8 
	$1,711.5 

	Estimated Agency Assessments
	$85.0 
	$258.4 
	$572.1 
	$752.6 
	$857.8 
	$963.1 
	$878.1 
	$704.7 
	$720.3 
	$660.4 
	$6,452.5 

	Savings due to current systems retirement
	0
	0
	0
	$1,013
	$2,323
	$2,664
	$3,056
	$3,507
	$4,199
	$5,029
	$21,793.7 

	Total Benefits/Gains
	$85
	$258.4 
	$572
	$2,166
	$4,344
	$5,420
	$6,817
	$7,238
	8,096.7 
	$9,026
	$44,024.2 


Partnering with other agencies reduces overall project risk

· Partnering with other agencies allows for risk sharing between the agencies, as well as providing highly engaged pilot partners. This approach, however, does put a premium on the need for strong collaboration and effective joint decision making between the agencies. 

· Implementing an HRIS/ERP with other agencies provides for built-in integration points between the HRIS functionality and other business functions supported by the ERP, resulting in reduced complexity within the state’s technical environment. 

· Partnering with other agencies enables the DAS HRIS team to leverage the input of multiple agencies when configuring the human resources departments, cost centers, business sections, and units. 
While Alternative E is viewed as less risky overall, there are several risks, principally associated with the multi-agency partnership that would need to be managed during implementation of this alternative. Exhibit E-3 below provides a description of the key risks associated with Alternative E, with the corresponding strategy to manage or mitigate the risk. 

Exhibit E-3:  Key Risks Related to Alternative E

	Risk 
	Mitigation Strategies 

	Partner agencies losing some or all project funding 
	Fallback plans which still allow delivery of some of the core functionality within the funding approved for DAS
Potentially extending timeline for project into another biennium 

	Delay in implementation due to other agencies schedules and business operations
	Identification of multiple partners and/or pilot agencies 

	Inability to agree on ERP software solution 
	Clearly established evaluation criteria and weightings that balance the needs of HR, Finance and Procurement
Pre-defined management escalation process 

	Complexities of joint decision-making 
	Effective joint governance structure
Active executive involvement from both agencies 


Exhibit E-4 below provides a summary of the project costs for the implementation of the recommended alternative of partnering with other agencies to implement a new HRIS/ERP application.

Exhibit E-4: Summary of Project Costs for Recommended Alternative E – Partnering with other agencies to implement the HRIS module of an ERP solution

	System Component
	Biennium #1
	Biennium #2
	Total

	Software Acquisition
	$866,084
	$3,216,836
	$4,082,920

	Ongoing Software Licensing
	$306,615
	$2,037,216
	$2,343,831

	Hardware Acquisition
	$150,000
	$30,000
	$180,000

	Hardware Maintenance
	$0
	$0
	$0

	Implementation Services
	 
	
	

	Implementation Vendor
	$3,208,818
	$5,572,977
	$8,781,795

	Program Mgmt Support
	$95,232
	$0
	$95,232

	Quality Assurance
	$538,536
	$515,692
	$1,054,228

	DAS HRSD Core Team
	$1,737,723
	$1,858,828
	$3,596,551

	Training Facility
	$72,000
	$75,600
	$147,600

	Data Processing Services
	$274,000
	$349,000
	$623,000

	Ongoing System Maintenance
	$0
	$479,519
	$479,519

	Other Operational Expenses
	$350,000
	$400,000
	$750,000

	
	
	
	

	Subtotal: Project Cost
	$7,599,008
	$14,535,668
	$22,134,676

	
	
	
	

	Contingency – 10% 
	$759,901
	$1,453,567
	$2,213,468

	
	
	
	

	Estimated Biennial Debt Service
	$1,862,904
	$7,187,640
	$9,050,544

	
	
	
	

	Total Project Cost: State of Oregon
	$10,221,813
	$23,176,875
	$33,398,688

	
	
	
	

	Estimated Agency Assessment
	$1,862,904
	$7,187,640
	$9,050,544

	
	
	
	

	Total Project Cost: DAS
	$8,358,909
	$15,989,235
	$24,348,144


Anticipated Non-Financial Benefits of a New HRIS
It is important to note that while a fundamental goal of this business case is to define the return on investment and the hard dollar savings that could be achieved through the implementation of a new HRIS, the non-financial benefits may very well be as or more important than the financial benefits. These benefits are intangible and difficult to quantify but will result in benefits to the state ensuring that the implementation of a new HRIS is a solid investment. 

The HRIS project team gathered input from agency human resources managers and staff during a series of critical business interviews and workshops. The improvements requested by these stakeholders include the following:
· Online applicant processing will automate thousands of job applications and eliminate the mountain of paperwork associated with the current manual process

· Standardized reporting capabilities with timely and accurate HR data that can be printed locally and on demand. 

· Integration of applicant, employee and position information.

· Electronic workflow and approval capabilities for agency human resource staff and managers.

· Reduction of redundant HR shadow systems and the need for technical staff to support the data extracts from the PPDB, currently required for agency HR reporting and analysis. 

· Updated, automated enterprise human resource business processes.

· A level playing field for all agencies in terms of HRIS tools, reporting, and support.

A new COTS HRIS will deliver the improvements requested by DAS and agency staff and will also provide several other non-financial benefits. These anticipated benefits are summarized below and described in detail in the Non-Financial Benefits section of the business case. 

An HRIS will: 

· Provide the ability for job applicants to apply online 
A new HRIS will enable applicants to apply via the web for state employment which will positively decrease the “time to hire”. 
· Improve candidate and applicant visibility
Online applicant data will be available to recruiters and hiring managers as soon as the information is keyed into the system by applicants, thereby improving the process for screening candidates. 
· Enhance and improve applicant tracking reporting
A new HRIS will provide standard applicant tracking reports based on best practices across public sector implementations.
· Improve applicant communications
A new HRIS applicant tracking module provides workflow and communication tools to more effectively communicate with applicants as well as recruiters and hiring managers across agencies.

· Enhance HR application security
A new HRIS will provide enhanced, yet flexible security to support agency human resources business requirements for data access and reporting. In addition, the reduction in the number of shadow systems will substantially reduce the state’s risk of comprising sensitive employee information.

· Improve policy maker and agency management decision making through more flexible reporting capabilities
A new HRIS will enable improved management decision making by enhancing reporting and analysis capabilities through on-demand and local reporting of employee data for the agencies and legislative staff.

· Improve the state’s ability to maintain system compliance with emerging regulations
Since COTS vendors routinely update their applications to incorporate support for new laws and regulations, a new HRIS will ensure that the state is always in compliance with federal, state, and local laws and regulations. In addition, this compliance will be able to be achieved without needing to develop complex customizations or new shadow systems. 
· Reduce or eliminate redundant systems
The flexibility and functionality of a new HRIS will substantially reduce or eliminate the need for agencies to maintain existing or develop new shadow systems to meet changing statutory, regulatory, and business requirements.

· Enable standardized business processes
A new HRIS will enable greater standardization of HR business processes across various state agencies by allowing all employee data to be tracked in the same way, in one system. 

· Provide scalability
A new HRIS will provide the state with a scalable framework for future expansion of HR functionality and the ability to add other enterprise applications such as payroll, time and attendance, applicant tracking, benefits, and learning management, etc. in the future.
· Increase data tracking capabilities
A new HRIS will provide more robust tracking of employee and position information, reducing the need for programmers to customize the HR systems or create a shadow system/database. 

· Reduce manual paper forms and manual data entry
A new HRIS will reduce or eliminate the need for filling out forms manually and routing these forms for data entry. A new HRIS will have web-based screens which will enable the automation of many of these manual forms. 

· Implement electronic workflow and approval capabilities
Agency HR staff and managers will benefit through the automatic routing and approvals of many HR transactions. 

· Provide an easy-to-use, intuitive user interface
A new HRIS will provide the state with a modern and highly flexible solution for enhanced performance and accountability through the use of web-based tools that the workforce of today expects to see and use.

Conclusions and Recommendations

This section summarizes the conclusions from the business case analysis and provides recommendations for proceeding.
Conclusions

PPDB, APPL/CERT, and PICS do not meet the current or anticipated human resource business requirements of DAS or other state agencies.

Due to the age of these applications and the number of changes that have been made over the years, these applications are becoming increasingly difficult to operate and maintain. Although these systems are generally meeting the original objective of maintaining employment records and providing for basic reporting needs, there are a number of issues with these applications, including: 
· Inability for job applicants to apply online creates inefficient, manual, paper-driven applicant processing. 

· Lack of easily available information for effective and timely policy maker and management decision making.
· Non-secure (non-encrypted) employee data files external to PPDB and residing in the agencies shadow systems creates the potential risk of exposure for both the State and the employees.
· Increased difficulty in complying with federal and state laws, regulations, and mandates.

· Loss of current system business and technical expertise with staff retiring or leaving state employment increases the vulnerability of the State and its agencies to maintain the enterprise and agency shadow systems effectively 
· High total cost of ownership of HR data due to many agency shadow systems.

· Expanding data needs that stretch beyond the current capabilities of PPDB, APPL/CERT, and PICS.

· Dual data entry and maintenance into PPDB and agency shadow systems.

· Non-standard and inefficient (manual or semi-manual) HR processes.
· Extreme difficulties for most agencies to produce commonly-used HR reports due to the complexities inherent with multiple non-integrated systems.
· Lack of automated approval processes, which contributes to transaction bottlenecks, and 
· Budget execution is more easily handled outside of PICS.

In response to these types of issues, DAS has initiated an effort to implement a new HRIS application to replace PPDB, APPL/CERT and PICS. These systems support all state agencies and provide reporting to Oregon’s Governor and the legislature. A new DAS statewide HRIS will provide enhanced ability to meet the diverse information management needs of state agencies and reduce the use of redundant agency-level systems. This initiative should also allow individual agencies to decommission a number of agency shadow HR systems.

In preparation of this business case, Dye Management Group, Inc. analyzed the following alternative approaches for providing HRIS functionality:

Alternative A: Do nothing and continue to use the existing core HR systems
Alternative B: Build a custom HRIS application to replace PPDB, PICS and APPL/CERT
Alternative C: Acquire a best-of-breed COTS HRIS solution to replace PPDB, APPL/CERT and PICS
Alternative D: Implement HRIS as the initial module of a future statewide ERP solution 
Alternative E: Implement the HRIS module of an ERP solution working in partnership with other agencies 
Based on our analysis, Dye Management Group, Inc. has developed the following conclusions, which are explained in further detail below.

Alternative A and Alternative B did not meet DAS and/or other agency requirements 

Alternative A: Do nothing and continue to use the existing core HR systems
Doing nothing and continuing to use the existing core HR systems does not meet DAS or other agency business requirements. Parts of the current systems environment, including a number of the many agency shadow systems, are inconsistent with the state’s technology direction and standards. The current systems environment is also difficult and costly to maintain due to the age of the systems and the number of agency shadow systems in use. Future system changes that are needed to meet statutory or regulatory requirements could likely require the development of additional shadow applications. Likewise, doing nothing and continuing to use the existing systems has a substantial opportunity cost and will prevent the state from achieving the business benefits projected to result from a new HRIS application.
Alternative B: Build a custom HRIS application to replace PPDB, APPL/CERT and PICS
Building a custom HRIS application to replace PPDB, APPL/CERT and PICS is the highest cost alternative to implement, with an estimated DAS implementation cost of $35.6 million. This approach has the longest implementation time frame and the highest risks based on the need to custom develop the entire application. 

While this alternative would allow the state to implement a system that fully meets the functional requirements of DAS and the other agencies and that would be consistent with state technology direction and standards, the cost of implementing this solution is approximately $5 million more than the cost of implementing a COTS best-of-breed HRIS solution and $11.3 million more than the cost of implementing the HRIS solution in partnership with other agencies.

In addition, a custom solution puts the burden of long-term maintenance on the state. Likewise, implementation of custom solutions is inherently more risky than implementing COTS solutions and in the area of human resource management is rarely done any more given the wide range of highly functional package solutions available in the marketplace.
Alternatives C, D and E are viable alternatives for proceeding 

Alternative C: Acquire a best-of-breed COTS HRIS solution to replace PPDB, APPL/CERT and PICS
Acquiring a best-of-breed COTS HRIS solution will meet most DAS and other agency requirements with limited customization. A best-of-breed COTS HRIS solution can also be acquired that is consistent with the state’s technology direction. 

A best-of-breed COTS HRIS should also be relatively flexible to support business changes since many of the software vendors will likely incorporate requirements for statutory and regulatory changes in their regular software upgrades.

The risk of implementing a COTS solution is typically significantly less than a custom solution because software development is limited to conversions, interfaces, and addressing gaps between the capabilities of the software and the functional requirements of the agencies. 

The timeframe for implementation of this solution is the quickest at 36 months. The DAS cost to implement a best-of-breed COTS HRIS solution is estimated to be approximately $30.6 million. This is higher than the $24.3 million estimated cost of implementing the HRIS in partnership with other agencies due to the opportunity to share some potential costs between DAS and the other agencies.

The annual support costs for the COTS best-of-breed HRIS solution includes the annual maintenance charges for the COTS solution and the cost of an internal business and technical support team. The life cycle costs for the best-of-breed COTS HRIS alternative is estimated at $25.3 million from implementation through the ten-year analysis period. This cost is higher than the life cycle costs for either the custom solution or the HRIS solution. The total cost of ownership of this alternative is estimated to be approximately $55.9 million through the ten-year analysis period. This cost of ownership is slightly more than the custom solution and much more than the COTS HRIS solution. 
Alternative E: Implement the HRIS module of an ERP solution working in partnership with other agencies 
Partnering with other agencies to acquire and implement a HRIS/ERP solution to provide the HRIS functionality will provide a solution that, like the best-of-breed COTS HRIS, will meet most DAS and other agency requirements with limited customization. This solution should also be consistent with the state’s technology direction.

Likewise, an ERP solution provides benefits in terms of long-term support through regular software upgrades. 

In addition, like the best-of-breed COTS HRIS, an ERP solution should also be relatively flexible to support business changes since many of the software vendors will likely incorporate requirements for statutory and regulatory changes in their regular software upgrades. The ERP can also provide a framework for the later implementation of other human resource functionality available within the COTS application suite such as payroll, learning management, or benefits administration at the state’s option. The risk of implementing an ERP solution is typically significantly less than a custom solution because software development is limited to conversions, interfaces, and addressing gaps between the capabilities of the software and the functional requirements of the agency. This alternative also has an added advantage in that DAS is able to share project risks with other agencies. However, this alternative also has additional risk associated with the need for multi-agency collaboration and timely joint decision making.

The timeline for implementing an ERP solution is approximately 39 months. The DAS cost to implement the HR components of the ERP solution is estimated to be approximately $24.3 million. This is less than the custom development solution and the cost to implement a best-of-breed COTS HRIS, as a result of cost sharing between DAS and other agencies. 

The annual support costs for the ERP solution includes a DAS HRSD business team and a technical team partially shared with other agencies. It also includes DAS’ share of the annual maintenance charges for the ERP software and DAS’ share of the hardware maintenance. The life cycle costs for the ERP alternative is estimated at $20.4 million from implementation through the ten-year analysis period. This cost is substantially lower than the estimated life cycle costs for the best-of-breed COTS HRIS alternative due to the opportunity to share costs with other agencies.
While none of the alternatives analyzed has a positive return on investment during the period analyzed for the business case, Alternative E has the earliest positive annual net benefit of any alternative, beginning in the fourth year following implementation. In addition, Alternative E has a $5.3 million dollar annual net benefit in the last year of the business case analysis (the sixth year following implementation). 
Exhibit E-5 outlines the anticipated financial benefits of the recommended alternative by year. 
Exhibit E-5: Anticipated Financial Benefits for Alternative E (in 1000’s)
	CASH FLOW SUMMARY inflows (outflows)
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Year 6
	Year 7
	Year 8
	Year 9
	Year 10
	Total

	Benefits and Gains
	$85.0 
	$258.4 
	$572.1 
	$2,166.1 
	$4,344.2 
	$5,420.2 
	$6,817.0 
	$7,238.4 
	$8,096.7 
	$9,026.2 
	$44,024.2 

	Costs
	($3,210.0)
	($7,011.8)
	($13,255.1)
	($9,921.8)
	($7,333.8)
	($7,334.4)
	($6,857.5)
	($6,067.0)
	($4,528.8)
	($3,723.5)
	($69,243.7)

	NET CASH FLOW
	($3,125.0)
	($6,753.4)
	($12,683.0)
	($7,755.8)
	($2,989.6)
	($1,914.2)
	($40.5)
	$1,171.4 
	$3,567.9 
	$5,302.7 
	($25,219.4)

	Cumulative Net CF
	($3,125.0)
	($9,878.4)
	($22,561.3)
	($30,317.1)
	($33,306.7)
	($35,220.9)
	($35,261.4)
	($34,090.0)
	($30,522.1)
	($25,219.4)
	($25,219.4)

	Discounted Cash Flow At 3.4%
	($3,022.3)
	($6,316.5)
	($11,472.5)
	($6,784.9)
	($2,529.4)
	($1,566.2)
	($32.1)
	$896.5 
	$2,640.7 
	$3,795.7 
	NPV ($24,390.9)


Recommendation

Dye Management Group, Inc. recommends partnering with other agencies (to be identified upon request of future project funding) to implement an HRIS/ERP application. DAS HRSD will work with the other agencies to identify and implement a single HRIS/ERP software application to address enterprise human resource needs through a common database and software application. The agencies will work together to configure the enterprise design of the HRIS/ERP application and the software will be installed in a shared production environment in a single instance of the software. Multiple agencies would pilot the enterprise HRIS application and then DAS would implement the system statewide for all other agencies served by DAS HRSD. It is important to note that Alternatives C and D are also viable alternatives for the State. Alternative E is primarily recommended due to the cost savings.
The primary rationale for this recommendation is as follows:

· The current PPDB, APPL/CERT and PICS applications do not provide DAS or individual state agencies with the necessary business functionality and/or reporting capabilities. In addition the state is at sign risk in terms of vulnerability (data security and identity theft) and system sustainability as resources knowledgeable of the current systems leave state service. The functionality issues have led to the use of a large number of agency shadow systems to provide the functionality required by the individual line agencies.

· Enhancing the existing human resource information systems will be difficult and not cost-effective because of the legacy technology of the current systems and the built-in inflexibility of these systems. 
· There is a substantial base of commercial off-the-shelf (COTS) systems that will meet DAS and agency HRIS requirements.

· Custom developing a new HRIS is the most costly alternative, has a longer implementation timeframe, and is higher risk than an off-the-shelf solution. In addition, an off-the-shelf solution will provide DAS with the opportunity to obtain regular maintenance upgrades and product enhancements.

· An off-the-shelf HRIS/ERP solution can provide a framework for the later implementation of other human resource functionality (and other back office functionality) available within the COTS application suite.

· Working jointly with other agencies to implement the HRIS will allow for economies of scale on the purchase and implementation of the ERP software. It also mitigates project risk by providing DAS with pilot agencies that are enthusiastic about participating in the program effort.

· The implementation of an ERP software suite can provide long-term benefits to the state by providing the initial core software solution, which can then be extended to meet other key business functionality at a later date and/or adopted and implemented by other state agencies.

· The implementation of an ERP software suite to provide HRIS functionally is significantly less costly overall than either a best-of-breed COTS HRIS solution or a custom-build solution.
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� The cost of maintaining the current systems during the four-year period in which under the other alternatives, a new system would be implemented. 


� During the “ongoing program”, which is the six year period of operations following the 4-year implementation of a new HRIS, this is the cost of supporting the current system during that 6-year period. 


� The total cost of maintaining the existing system during the 10-year analysis period. 
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