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Introduction and Purpose

The purpose of this paper is to summarize the best practice alternative in the sequence of activities within the COTS Software package acquisition and implementation lifecycle.  Industry best practices and quotes from leading authorities have been used to compile this analysis.   

The proper methodology of the implementation lifecycle is the selection of a Software package first, and then the subsequent selection of the Systems Integrator.   An important note is that the buyer need not make these decisions alone. They may want to bring in a third-party consulting firm to help in the selection of a Software package or Systems Integrator, who’s firm would then be disqualified from bidding on and performing the SI services.

Analysis

A survey was conducted to gather information and professional opinion on the pros and cons of the alternative acquisition strategies that can be used to acquire and implement COTS business application software.  The following is a summary of the rationale for selecting the COTS software package prior to the selection of a Systems Integrator to implement the software selected.

	Software Selection First / Systems Integrator Selection Second

	Defined

The Buyer conducts requirements analysis and determines the Commercial off the Shelf (COTS) solution that best meets the requirements.  The Buyer contracts with the COTS vendor to procure the appropriate number of software licenses.  Once procured, the Buyer issues a Request for Proposal (RFP) for the Systems Integration (SI) services and includes the COTS application as buyer furnished equipment in the RFP.

	

	SUPPORTING POINT
	RATIONALE

	1. The Software Package is the foundation of the business transformation process to occur.  As such, it should influence all other “downstream” decisions especially the selection of the systems integrator to implement the package rather than the SI exerting bias or undue influence on the selection of the COTS package.


	· A software application is the core component around which an organization will transform its business processes.  It fundamentally addresses the requirements rather than acting as a means to addressing them (in the case of SI services).  Therefore, by occurring first, the SW Selection will influence all other “downstream” decision-making.

· Selecting the SW first is an acknowledgment that the organization is willing to change the way it does business and is willing to conform to the business processes prescribed in the SW package.

· Greatest ability of buyer to evaluate and test software at the deepest level of functionality



	2. By selecting the SW first, it enables the buyer to select the most qualified SI based on their experience with the package chosen without the risk of SIs choosing a package for the buyer based on the SI’s bias, skills, and familiarity.


	· Enables tailoring of the RFP / RFQ and contracting documents to the package selected

· Each SI generally possesses varying degrees of skills in each package.  By selecting the SW package first, it will allow the selection of the best SI based on their expertise in the chosen package

· Evaluation criteria and process can be tailored to the package and modules to be  implemented

· Enables the Buyer to tailor the SI RFP requirements and acquisition strategy toward a specific COTS solution.

· “Bundled contracts that place enterprise systems selection authority in the hands of the prime contractor create the risk that ERP software may simply be preferred by the prime contractor organization rather than ideal for the buyer’s needs.  Many times a prime contractor will make system recommendations based upon existing relationships with technology and service providers or resident in-house skills or experience.” IDC
· Capabilities and proven experience in the configuration and integration of a specific SW application are the primary value of an SI and should be the primary selection criteria for one.  These cannot be established if the SI is engaged first.

· Avoids risk of possible SI bias toward SW application(s) that they are:

· Familiar with

· Capable of implementing

· Have unique skills in

· Reduces the risk of biased advice by systems integrator – due to past relationships, organizational business demands, or experiences in other engagements, systems integrator may have preference for enterprise software that is not necessarily the best solution for the buyer’s needs. 

· An SI is not necessarily skilled in installing all software applications

	3. Establishing an early partnership between the COTS software package vendor and the customer is important.


	· Establishes early partnership between the Buyer and the COTS product vendor, which could be important downstream in getting vendor to invest in product changes more suitable to Buyer’s required functionality.” BP
· Maximizes ability to influence the development of the enterprise system to protect and build upon existing buyer organization processes – certain customized deliverables or application development may be a requirement for the winning proposal

· To allow the customer to exert influence over the product direction and R&D investments made by the COTS vendor

· To engage certain product experts employed by the COTS vendor to be on the buyer’s team will be crucial during the implementation phase to validate that the SI is making the best recommendations for the COTS vendor’s product (expert validation)

	4. Avoids losing a qualified SI from bidding on the key SI effort due to a conflict of interest if the SI was involved in the SW selection
	· “Avoids potential appearance of conflict of interest issues by shielding potential integrators from any perceived involvement in package selection.

· Because consultant companies that help in a software selection are normally denied the ability to bid on the implementation, most large integrators will not bid on just the software selection process. As a result, the Buyer will need to rely on firms whose niche is just requirements definition and software selection. The Buyer can independently evaluate COTS options by hiring/involving Buyer employees who have been through recent COTS implementations and by running an evaluation process complete with a) client testimonials, b) site visits, c) demos and oral presentations by the COTS vendors, the risk associated with picking a vendor that in the long run is incapable of satisfying your requirements is minimized.

	5. Value in separating the evaluation process to simplify and tailor the evaluation criteria, related documents, risks and people involved
	· “Do not eat the elephant all in one bite”

· Greatest chance for optimal performance of vendors – buyer directly evaluates the software being considered for best fit for its situation.  Separate assessments for system functionality, quality, deployment skills and approach, vendor fulfillment, support, and return on investment; thereby increasing eventual buyer satisfaction with the technologies and services providers chosen

	6. Risk is diversified (not all risk is captured in one basket)  - shared proportionately by COTS vendor (for its share) and SI (for its share)
	· Buyer is not putting all “its eggs into one basket” regarding technology, service provider, or engagement strategy. 

	7. Buyer acceptance of the transformation is more likely as they are ultimately accountable and responsible for SW selection and critically involved during each step of the way.  To transfer the critical decision of SW package selection to an SI would allow the buyer to escape ultimate responsibility for the project’s success.
	· Agency acceptance more likely – the continuous buyer involvement in the planning, organizing, implementing, and managing enterprise projects brings buyer buy-in, agreement, and acceptance from the closer participation in the overall project

· Reduced support from the buyer – perception that system integrator is making hard decisions rather than “accountable” buyer officials may lead to internal buyer lack of commitment

	8. Likely to reduce overall project costs.  
	· Contain cost by increasing the spectrum of potential providers – minimize the impact of self-serving, pre-existing relationships between technology vendors and service providers

· Involving the systems integrator in the selection of the software will create considerable additional administrative acquisition costs and the related coordination and communication issues.

· Potential higher acquisition costs of new hardware, as SI may create more demanding functional requirements in order to maximize their profit from sale of hardware.

· May reduce SW licensing cost by avoiding “mark-up” from integrator.  Unlike discounts provided by hardware distributors or resellers, it’s much less likely that an SI can offer a significant discount on the SW licensing.

· By having a “shootout” between the COTS vendors first, the vendors will be very aggressive with the price/license/seat cost associated with their bid. The fact that the major COTS vendors that play in this space are all to a great degree capable of satisfying the needs of the Buyers Business Processes makes cost a major differentiator in their bids.

	Other key factors / criteria to consider
	· “The Buyer’s ability to gather requirements and identify full-time resources to evaluate the various COTS vendors is essential.  An alternative would be to contract with a third-party to assist with requirements gathering and package selection.  The Buyer could then initiate an RFQ to several SIs for implementation of the selected package.” BP
	· “Critical Success Factor to this approach is total involvement and commitment to the project and all that the business changes involve by the Government and senior leadership.” IBM


	· “Security certification and accreditation under ISO 15408 Common Criteria.

· Adaptation to DoD Joint Technical Architecture and C4ISR Framework.

· Certification under Defense Information Infrastructure – Common Operating Environment (DII/COE).

· Certification under Joint Financial Management Improvement Program (JFMIP).

· Adherence to DoD implementing instruction of CFO Act.

· Implementation methodology including Go-live checks” SAP


Note:  Many SIs would like to be engaged as early in the life-cycle as possible and may argue that this is the better way to utilize their experience across various package selection and implementation.  There certainly may be benefits from utilizing an SIs experience and skills in gathering requirements, selecting SW, and fit gap analysis.  However, the SI could be engaged in the Initiation Phase of a project with the clear understanding that it would be disqualified from bidding on the Implementation Phase of the project.  This allows the customer to benefit from the SI’s expertise without the risk of bias or conflict of interest.
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