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Year One 
The first year of this implementation schedule focuses on creating or strengthening the IT governance 
structures – including enterprise architecture – that will create the foundation for making major IT investment 
decisions in future years. The ISB defines performance measures for statewide IT and DIS creates a tactical 
work plan for making the State’s strategic IT plan actionable. The Enterprise Architecture Committee 
formalizes its domain groups and begins establishing IT standards. During this first year, the State also 
revises the DIS service cost model to be more transparent and aligned with the department’s new service 
responsibilities. 

This first year also transitions agency PC and infrastructure support staff to DIS, and makes the necessary 
investments for DIS to successfully assume help desk responsibilities. DIS begins in this first year to reduce 
IT staff – particularly in the areas of help desk and IT planning and administration. 

Year Two 
With the new IT governance structures ready for their first full budget year, the State revises its budgeting 
processes for IT projects in year two of implementation. 

In alignment with new enterprise architecture standards and guidelines, DIS assumes full authority for PC 
and server replacement statewide and begins purchasing the equipment on a scheduled basis. DIS 
consolidates telephony equipment and services, again making the necessary equipment investments. DIS 
begins the lengthy tasks of consolidating servers and rolling out standard PC configurations. 

Year Three 
In year three of implementation – as the budget picture improves – the State creates an IT innovation fund to 
subsidize the use of new technologies where benefits can be reasonably anticipated. DIS completes the 
work of consolidating and centralizing servers, and continues rolling out the standard PC configurations. As 
a result of associated efficiencies, DIS is able to reduce additional PC and server support staff. 

Year Four 
The fourth year of implementation extends deployment of the standard PC configurations. As a result of 
efficiencies gained, DIS is able to reduce additional PC support staff. 

Year Five 
Year five completes the deployment of standard PC configurations. 
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Transition Considerations and Critical Next Steps 
Centralizing PC and infrastructure support is a bold move. As previously stated, approximately 1,100 FTEs 
comprising 37% of agency IT staff initially would move to DIS, more than tripling the current size of the 
organization. For DIS to prepare for this dramatic change, where it is the majority provider of IT labor for 
customer and infrastructure services, it must become a true service-oriented organization. Building agency 
trust and confidence in the ability of DIS to deliver quality IT services is a must-not-fail mission.  

In consultation with agency customers, DIS will need to simplify its service cost model and align it with the 
new service catalog. To address issues with excess PC inventory and shortened PC lifecycles, DIS must be 
granted statewide authority over agency PC replacement. 

Additionally, many of the recommendations to improve the effectiveness of IT governance will require 
statutory changes. Each governance body will need to be re-chartered, its membership re-evaluated, and its 
decision making authority and processes revisited. 

These changes will require hard choices, significant commitment, and compassion for their human impact. 
To ease the transition, PTI recommends taking the following critical next steps. 

Critical Next Steps 

1. Develop requisite legislation 

2. Commission a high-level transition task force to oversee implementation 

3. Establish a project team to carry out the transition 

4. Implement a communications plan  

5. Develop a detailed implementation plan  

6. Implement a formal IT service management program at DIS 

7. Clearly define, measure, and monitor desired outcomes 

 

The following describes each of these activities in more detail. 

1. Develop requisite legislation 
Craft the statutes necessary to effect the recommended changes. Without top-down direction from the 
Legislature and Governor, some agencies will resist changing the status quo. The major 
recommendations in this report will need appropriate enabling legislation, and the Governor will need to 
signal strong support for their execution. Ensure there is sufficient funding to support task force activities 
as identified below. In addition, the legislature should set aside funds to address short-term cost 
recovery shortfalls that some agencies may experience as the transition unfolds. 

Building agency trust and 
confidence in the ability of 
DIS to deliver quality IT 
services is a must-not-fail 
mission. 
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2. Commission a high-level transition task force to oversee implementation 

Time is of the essence in transferring agency IT staff to DIS and in setting up the new governance 
structures. The State should put in place a transition task force comprised of representatives from key 
agencies, employee bargaining units, the Legislature, and the Governor’s Office to guide the transition. 
The mission of the transition task force needs to center on ensuring that agencies comply with approved 
recommendations, holding DIS accountable for meeting goals and schedules, making decisions on 
exceptions, and resolving issues quickly as they arise. This task force would look for opportunities to 
work with agencies outside the scope of this study to identify recommendations that may also offer 
improvements in IT governance and service delivery for higher education and the Washington State 
Department of Transportation. 

This study recognizes that there already is a forum (as provided by Section 906 of the 2009-2011 
Operating Budget) for state agencies to identify reform opportunities in central services agencies. This 
task force would leverage this forum to collaborate and coordinate efforts where appropriate. 

3. Establish a project team to carry out the transition 
Centralizing and consolidating IT services requires a considerable amount of work to be accomplished 
over a fairly short time frame.  The State should staff a project team with the requisite skills for effective 
implementation.  Tasks for the project team will include decisions about which specific staff are to be 
transferred, which facilities should be closed or expanded to accommodate staff and infrastructure 
moves, and what training will be needed for agency staff to function within DIS.  The project team will 
report to the transition task force and will be active for the period of the transition. 

4. Implement a communications plan  
Clearly articulated transition goals, plans and progress will diminish uncertainties for agencies and staff, 
and will keep all stakeholders aware of their role in the transition. To this end, the transition task force 
should develop a communications plan to identify what messages are shared with whom, and when.  

5. Develop a detailed implementation plan  
The project team, guided by the transition task force, must map out the transition plan in sufficient detail 
to carry it out.  The plan will need to address key issues of timing, funding and facilities. 

Ideally, agency PC and infrastructure support staff would move to DIS as promptly as is practical. This 
shortens the time of organizational disruption, minimizes loss of highly skilled staff, and allows the State 
to realize savings sooner.  However this may be unrealistic given the number of agencies and employee 
bargaining units involved.  The project team must devise a transition schedule which takes these 
practicalities into account. 
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Concurrently, the team must plan for funding IT staff during the transition period.  Staff transfers will 
have a significant impact on agency and DIS budgets and on authorized FTE levels.  In addition there 
will be expenses associated with staff moves, severance packages, training, and more. 

Finally, the team will need to plan for the closing of some facilities and the expansion of others as staff 
transfer to DIS.  Again there will be related expenses, with some offsetting savings, which will need to be 
fairly allocated between DIS and the agencies. 

The project team must also provide the Legislature with an early estimate of the budget impacts for the 
transition plan so that the necessary supplemental budget authorization can be ready in time. 

6. Implement a formal IT service management program at DIS 
Transforming agencies’ perception of DIS to a customer-focused service organization of choice is 
central to the successful implementation of PTI’s IT service delivery recommendations. This begins with 
affecting the culture at DIS by providing DIS staff with the skills, knowledge, and abilities  required to 
transition to a new service environment and accountably deliver high quality, high value IT services. 

The State will need to implement a an integrated, process-based set of best practices to manage and 
facilitate customer collaboration in IT services, including both service support (configuration 
management, change management, release management, incident management, problem 
management, and service desk) and service delivery (availability management, service continuity, 
capacity management, service level management, and financial management). It is important that DIS 
involve its agency customers in setting service level and customer-focused performance targets. 

7. Clearly define, measure, and monitor desired outcomes 
Finally, the State will need to implement a performance management plan to measure the results of 
implementing the recommendations outlined in this document. The State should define target outcomes, 
develop mechanisms to measure progress, and implement a reporting strategy to communicate status to 
the agencies, Legislature, and the Governor’s Office.  
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Over 100 state stakeholders – including agency executives, managers, IT professionals, and end users – 
contributed to this planning effort through interviews, focus groups, and other data collection efforts. The 
following table lists these participants. 

 

Name Title Agency/Organization 

Jim Albert Deputy Director Department of Information Services 

Renee Alexander Deputy Chief Information Officer Department Revenue 

Jim Anderson Traffic Safety Information Systems Assistant 
Director 

State Patrol 

Robin Arnold-Williams Director Department of Social and Health Services 

Randy Ayers Applications Development Manager Department of Community, Trade, & 
Economic Development 

Greg Beck Chief Technology Officer Department of Social and Health Services 

Larisa Benson Director Government Management Accountability 
and Performance 

Mike Bigelow Chief of Staff Attorney General 

Linda V. Bremer Director Department of General Administration 

Jerry Britcher Enterprise Architect Department of Social and Health Services 

Angus Brodie Assistant Division Manager Board of Natural Resources 

Marty Brown Legislative Director Office of the Governor 

Ann Bruner Manager Office of Financial Management 

Jerry Buendel Assistant Director Department of Agriculture 

Rich Campbell Director, HRSA Department of Social and Health Services 

Jim Carter Director, Administrative Services Department of Social and Health Services 

Scott Chapman PRISM Database Manager Recreation and Conservation 

Don Chase Information Technology Manager Administrative Hearings 

Cynthia Cooper Director Office of Minority and Women’s Business 
Enterprise 

Representative Larry Crouse Representative, 4th Legislative District House of Representatives 
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Name Title Agency/Organization 

Darrell Davenport Enterprise Architecture Department of Retirement Systems 

Mike Davisson EHS PHL 10 Director Health 

Michael DeAngelo Chief Information Officer Health Care Authority 

Joe Dear Chair  State Investment Board and Information 
Services Board 

Roger Deming Information Technology Director Liquor Control Board 

Pam Derkacht AD – Customer Services; Information Technology 
Manager 

Department of Printing 

Clare Donahue Information Technology Administrator University of Washington  

Jim Eby Chief Information Officer Department of Fish and Wildlife  

Representative Mark Ericks Representative, 1st Legislative District House of Representatives 

Candace Espeseth Assistant Director, Budget Office of Financial Management 

Steve Finney Microsoft Account Manager United States State and Local 
Government  

Suzanne Fleener D.A.C., Information Technology Services Division Employment Security 

Carol Fleskes Administrative Services Director Department of Ecology 

Senator Karen Fraser Senator, 22nd  Legislative District Washington State Senate 

Ilene Frisch Director of Budget  Parks and Recreation Commission 

Dan Francis Application Resource Manager Department of Health  

Jack Funk NS Manager Office of Financial Management 

Patrick Gebhardt Information Technology Manager Board of Natural Resources 

Mark Gerth Communications Manager Arts Commission 

Jeanette Sevedge Deputy Chief Information Officer  Department of Corrections  

Brian Gillespie Information Technology Specialist Utilities and Transportation Commission 

Phil Grigg Information Services Manager Department of General Administration 

Tracy Guerin Deputy Director Department of Information Services  

Michelle Hardesty Assistant Director RSD Department of Retirement Systems 



 

An Evaluation of Washington State’s Approach to IT  July 10, 2009  © 2009 Pacific Technologies, Inc. A-4 

A
Name Title Agency/Organization 

Carl Harris Chief Information Officer Department of Agriculture 

Jim Henly Chief Technology Officer Department of Licensing 

Andy Hill Information Services Director Attorney General 

Doug Hoffer Deputy Chief Information Officer  Department of Licensing 

Cindy Holmstrom Director Department of Revenue 

Debbie Hoxit Information Services Program Manager Office of Financial Management 

Wendy Huff Information Technology Manager Board of Natural Resources 

Representative Ross  
Hunter 

Representative, 48th Legislative District House of Representatives, Information 
Services Board  

Gordon Ice Enterprise Architect Board of Natural Resources 

David Jennings Information Technology Manager, EH Department of Health 

Tom Jensen Director  Legislative Evaluation and Accountability 
Program  

Keith Kawamura Network Manager  Department of General Administration 

Mike Keeling Deputy Information Technology Manager Department of Fish and Wildlife 

Bill Kehoe Chief Information Officer Department of Licensing 

Jeff Kiper Chief Information Officer Veterans Affairs 

Patty Klopp Division Administrator Washington State Patrol  

Ila Kowalski Deputy Chief Information Officer Department of Personnel 

Martin Kravik PMO Attorney General 

Chris Lamb Chief Information Officer/Assistant Director Department of Retirement Systems 

Irv Lefberg Assistant Director Office of Financial Management 

Jeanine Livingston Director of Contracting and Compliance Washington Federation of State 
Employees 

Gary “Mace” Maciejewski Information Technology Manager Department of Ecology 

Representative John McCoy Representative, 38th Legislative District, Chair of 
Technology, Energy, and Communications 
Committee 

House of Representatives 
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Name Title Agency/Organization 

Karen McDonald Information Technology Manager Recreation and Conservation Office 

Steve McFam Assistant Director Department of Labor and Industries 

Lynne McGuire Chief Information Officer Office of Financial Management 

Bob Monn Information Technology Planner Department of Ecology 

Victor Moore Director Office of Financial Management  

Jim Morgan Division Manager Department of Natural Resources 

Representative Jeff Morris Representative, 40th Legislative District, Speaker 
Pro Tempore  

House of Representatives 

Cathy Munson Director Legislative Service Center 

Fran Muskopf Deputy Chief Information Officer Department of Health  

Muoi Nguy Senior Staff Consultant Office of Financial Management 

Bill Norris Technology Resource Manager Department of Health  

Jeff Olsen Assistant Director Department of Fish and Wildlife 

Wolfgang Opitz Deputy Director Office of Financial Management 

Neal Oshiro Information Services Manager Convention and Trade Center 

Gloria Papiez Deputy Director Department of Financial Institutions 

Daniel Parsons Chief Technology Officer Washington State Patrol 

Nick Pender Manager Office of Financial Management 

George Pickett Assistant Director ASD Department of Retirement Systems 

Megan Pilon PMO Manager Office of Financial Management 

Lowell Porter Director Traffic Safety Commission  

Senator Craig Pridemore Senator, 49th Legislative District Washington State Senate 

Betty Ramage Assistant Director Department of Agriculture 

Tim Reynolds Information Technology Human Rights Commission 

Rob Rice Assistant Director TPS Department of Revenue 

Mike Ricchio Senior Policy IT Consultant Department of Information Services  

John Ridgway Information Section Manager Department of Ecology 
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Name Title Agency/Organization 

Christy Ridout Assistant Director Department of Labor and Industries 

Gary Robinson Former Director Department of Information Services 

Grant Rodeheaver Information Services Director Department of Transportation 

Dave Rogers Internal Consultant Utilities and Transportation Commission 

Nicole Ross Assistant Director Department of Revenue 

Daniel Russ Chief Information Officer Military Department  

Steve Sage Information Services Application Manager General Administration 

Rob St. John Chief Information Officer Department of Social and Health Services 

Julie Sandberg Assistant Division Manager Natural Resources 

Allen Schmidt Business Manager Office of Financial Management 

Eva Santos Director Department of Personnel 

Mike Scroggins Interim Chief Information Officer State Community Colleges 

Mike Sellars Deputy Director Department of Personnel 

Ron Seymour Chief Information Officer Department of Financial Institutions 

Arlene Smith  Information Services Manager Department of Personnel 

Vikki Smith Chief Information Officer Department of Revenue 

Deb Stewart Information Technology Manager Department of Ecology 

Cheryl Strange Deputy Secretary Department of Corrections 

Senator Dan Swecker Senator, 20th Legislative District Washington State Senate 

Janetta Taylor Assistant Director Department of Revenue 

Terry Teale Executive Director Council of Presidents 

John E. Tooley Data Integration Manager Department of Ecology 

Joyce Turner Deputy Chief of Staff Office of the Governor 

Laura VanderMeer Chief Financial Officer Military Department 

Frank Westrum Chief Information Officer Department of Health 

Jean Wheat System Administrator Office of Minority and Women’s Business 
Enterprise 
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Name Title Agency/Organization 

Gary Wilkinson Information Services Manager Department of Community, Trade, & 
Economic Development 

Linda Willanger Vice President of Administration, AGM Convention and Trade Center 

Mike Young Acting Manager Utilities and Transportation Commission 

Tim Young Geographic Information Systems Manager Department of Fish and Wildlife 

Cindy Zehnder Chief of Staff Office of the Governor 

Gary Zeiler Fiscal Manager Department of Ecology 
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Appendix B 
List of Surveyed Agencies
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PTI collected and analyzed detailed quantitative data related to statewide IT staffing and spending from the 
following 71 agencies. 

• Arts Commission 

• Office of the Attorney General 

• Board of Industrial Insurance Appeals 

• Board of Tax Appeals (BTA) 

• Board for Volunteer Firefighters and Reserve Officers 

• State Conservation Commission 

• Council for Children and Families 

• Caseload Forecast Council 

• Criminal Justice Training Commission 

• Washington State Board of Accountancy 

• Central Puget Sound Growth Management Hearings Board 

• County Road Administration Board 

• Washington State Convention and Trade Center 

• Department of Community, Trade, & Economic Development 

• Employment Security Department 

• Department of Financial Institutions 

• Department of Fish and Wildlife 

• Department of Information Services 

• Department of Natural Resources 

• Department of Agriculture 

• Department of Archaeology and Historic Preservation 

• Department of Corrections 

• Department of Ecology 

• Department of Early Learning 
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• Department of Health 

• Department of Licensing 

• Department of Personnel 

• Department of Revenue 

• Department of Retirement Systems 

• Department of Social and Health Services 

• Department of Veterans Affairs 

• Environmental Hearings Office 

• Economic and Revenue Forecast Council 

• Eastern Washington Growth Management Hearings Board 

• Department of General Administration 

• Washington State Gambling Commission 

• Columbia River Gorge Commission 

• Washington Health Care Facilities Authority 

• Home Care Quality Authority 

• Horse Racing Commission 

• Human Rights Commission 

• Office of Indian Affairs 

• Indeterminate Sentence Review Board 

• Liquor Control Board 

• LEOFF Plan 2 Retirement Board 

• Department of Labor and Industries 

• Marine Employees' Commission 

• Washington Military Department, IT Division 

• Office of Financial Management and Governor's Office 

• Office of the Insurance Commissioner  
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• Office of Minority and Women Business Enterprises 

• Office of the Superintendent of Public Instruction 

• Office of the State Treasurer 

• Washington State Parks and Recreation Commission 

• Public Disclosure Commission 

• Public Employment Relations Commission 

• Pollution Liability Insurance Agency 

• Department of Printing 

• Recreation and Conservation Office 

• Citizen's Commission on Salaries for Elected Officials 

• Washington State Auditor's Office 

• Sentencing Guidelines Commission 

• Washington State Investment Board 

• Office of the Secretary of State 

• Washington State School for the Blind 

• School for the Deaf 

• Washington Traffic Safety Commission 

• Utilities and Transportation Commission 

• Washington State Historical Society 

• Washington's Lottery 

• Washington State Patrol 



 

 

Pacific Technologies, Inc.   Practical Planning. Positive Change. 

Appendix C 
IT Service Function Definitions
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PTI collected and analyzed detailed quantitative data related to statewide IT staffing and spending across 
five functional areas of IT service delivery: 

• Customer Services  
• Infrastructure Services  
• Application Services  
• IT Planning  
• IT Administration  

This appendix defines each of these functional areas, and the sub-activities that make them up. 

Customer Services 
Customer Services includes those functions related to directly supporting users of IT systems and services 
(e.g., help desk). 

Help Desk (Tier 1) 
The activities related to providing a first point of contact for users to report problems and seek answers to 
questions related to their personal computers, network access, email, personal productivity software, and 
business application software. Includes initial problem resolution, triage, and problem escalation. 

Tier 2 Support  
The activities related to providing in-person assistance with the software and hardware that support user 
work functions, including PCs, handhelds and other mobile devices, peripherals, and specialized computing 
environments such as public kiosks. 

Personal Computer Support (Tier 2)  
The activities related to onsite support of the organization’s network applications (e.g., calendar, email, etc.), 
desktop computers, laptop computers, terminals, and attendant operating systems and peripherals. 

Portable Device/Specialized Device Support (Tier 2) 
The processes related to onsite support of personal digital assistants (PDAs), including troubleshooting 
syncing to desktop PCs, network connectivity, and their business-specific applications. The processes 
related to onsite support of the special purpose devices (beyond portable devices), such as kiosks, mobile 
data terminals (MDTs), etc., along with attendant peripherals. 
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Personal Computer Administration (Tier 2) 
The activities related to the setup, configuration, original installation, and scheduled maintenance of end 
users’ desktop and laptop computers, end-user terminals, and related peripherals. Includes installation and 
configuration of PC operating systems and software, such as personal productivity tools and anti-virus 
applications. Includes the creation and maintenance of disk images, application of patches and updates, and 
all scheduled maintenance. 

Personal Productivity Tool Support (Tier 2) 
The processes related to providing onsite end user support concerning the use of desktop applications such 
as word processing, spreadsheets, presentation tools, and other organizational office productivity tools. 

Infrastructure Services 
Infrastructure Services include those functions related to implementing and maintaining the organization’s 
computers, systems software, and connectivity (servers, networks, etc.).  

Database Administration 
The processes related to planning, implementing, and administering the data structures required to support 
the organization’s applications portfolio, and to maintaining the data contained within the Organization’s 
defined data structures. Includes performance management and recovery. 

Security Administration 
The processes related to developing, maintaining, and administering the security plan for the organization’s 
host processors, servers, personal computers, communication devices and networks. Does not include 
installation of desktop security tools nor server account management – does include managing centrally 
managed server based security solutions. 

Data Center/Server Room Operations 
The processes related to the planning, administration, and operation of the facility that houses all centralized 
enterprise computing equipment, including backup/restore operations and storage management. It also 
includes operation and maintenance of the attendant systems, including fire suppression, backup electrical 
power, air conditioning, etc. 

Server Administration 
The activities related to implementing and maintaining servers, including both Intel-based and mid-range 
devices (such as AS/400). These activities also include administration, account management, and operation 
of file, print, and application servers and other logical network devices; performance management; tuning; 
applying operating system patches and upgrades; and administering configuration data. 



 

An Evaluation of Washington State’s Approach to IT  July 10, 2009  © 2009 Pacific Technologies, Inc. C-4 

C
Communication Services 
Administration of the devices, services and vendors responsible for voice and data communication within 
and external to the organization. May include infrastructure device installation and maintenance (phones, 
routers, etc.), and managing service agreements and relationships with vendors and/or contractors. 

Network Administration (LAN/WAN/Wireless) 
The activities related to implementing and maintaining the operational integrity of the organization’s local 
and wide-area networks, both wired and wireless, and video technology. Technologies include building 
wiring, fiber optic data circuits, and point-to-point technologies such as laser and microwave. These activities 
include responding to user requests for assistance, performance monitoring, coordinating with external 
network service providers, and taking appropriate corrective actions as needed. 

Radio Support  
The activities related to maintaining a radio communication infrastructure inclusive of end-user radio support 
for both public safety and other government needs. May include direct infrastructure technical support or 
oversight of independent contractors, and managing vendor relationships. Staff in this role may be involved 
in developing radio maintenance procedures and operational policies, communications protocols, and/or 
emergency response planning efforts. 

Telephone Systems Support 
Implementation, administration and management of analog and/or Voice over IP telephone services, 
including number assignment, phone moves, voice mail system management, connectivity, switch or 
gateway maintenance, etc. 

Application Services 
Application Services includes those functions related to developing, installing, configuring, and otherwise 
maintaining the software needed to meet the operational, management, and reporting requirements of the 
organization. 

Packaged Application Support 
Management and maintenance of commercial off-the-shelf (COTS) software. 

Custom Application Support 
Management and maintenance of custom-developed software. 
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IT Planning 
IT Planning is made up of those functions related to planning for the technology function at the organization, 
including: strategic planning and governance, research and development, and disaster planning and 
recovery. 

IT Administration 
IT Administration is made up of those functions related to the oversight and administration of the technology 
function at the organization, including: asset management, IT procurement, policy and standards 
development, customer account management, departmental management, and administrative support. 
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Additional Short-Term Cost 
Savings Options
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The primary focus of this study centered on the strategic improvement of IT governance and service delivery 
at the State. Implementation of the recommendations in this study will yield large cost savings year after 
year. However, few of these strategies will save money in the current biennium, and their full benefit will not 
be gained for five years or more. 

Given the dire budget constraints facing the State, the ITWG asked PTI to identify short-term IT cost saving 
opportunities that might assist in getting through the present crisis. PTI presented a preliminary version of 
these short-term opportunities to the ITWG on February 10, 2009. 

This appendix outlines the following options for delivering significant short term savings: 

• Curtail use of contractors 
• Focus application support solely on critical tasks 
• Delay PC and server replacement 

Curtail Use of Contractors36 
Overall, the State does not have high levels of contract staff. The only exception is application services, with 
111 contractor FTEs comprising 8.7% of total application services. Statewide, contractors total 145 FTEs. 

These contractors are considerably more expensive than permanent staff. DIS figures suggest they cost 
$218,000 per year on average – compared to $87,000 for permanent staff. 

Given these figures, if the State were to replace all contractors with permanent staff, this would save $19 
million per year. If contract positions were eliminated and not replaced, this would save $32 million per year. 

Actual savings will be somewhat less, because some contractors may be performing specialized work that 
permanent staff cannot do. Others may be contracted for short-term tasks that are critical to IT support. Still, 
it is likely that a significant portion of the contractors could be characterized as “perma-temps,” who are 
performing long-term support functions. Given the expense involved, the State should look to these first in 
reducing personnel costs. 

  

                                                 
36 Passed during the course of this study (effective February 18, 2009), Senate Bill 5460 restricts the authority of state agencies to enter into 
new contracts for personal services other than in certain limited circumstances. 
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Focus Application Support Solely on Critical Tasks 
This study recommends no long-term reduction in application support. However, as the largest single IT 
service area with 1,272 FTEs, it represents a natural target for short-term cost cutting. 

Successfully curtailing the use of contractors would have the greatest impact on application services, since 
they comprise 8.7% of the workforce in this area. The approach would be to eliminate application support 
contractors, and prioritize the application maintenance and development workload to whatever permanent 
staff can get it done. 

If this approach proves insufficient to meet budget cutback requirements, the next step would be to reduce 
permanent staff levels, with concurrent reductions in application maintenance and development. 

Severe cutbacks in application support pose long-term risks. Business applications enable agency-wide 
service efficiencies. If applications do not meet agency business needs, core services will be impacted. 
While contractors are not difficult to replace, reductions in permanent application support staff risk a loss of 
valuable knowledge regarding automation of agency business needs. Certainly, permanent staff cuts in this 
area should be viewed as a last resort. 

Delay PC and Server Replacement 
The State has approximately 72,000 PCs and 6,000 servers. Assuming an average PC costs $1,500 and an 
average server costs $5,000, this gives a replacement value to the State’s PC and server inventory of $138 
million. Many public sector organizations plan to replace these on a five year life cycle, equaling 20% of the 
inventory each year. Given these assumptions, the State could delay $28 million in expenditures for each 
year that it delayed PC and server replacement. 

Assuming PC and server inventory stays constant, replacement expenditures will eventually have to be 
made up as equipment reaches complete obsolescence. The only true savings will be in the time value of 
money. 

Facts on the ground complicate this picture somewhat. DIS reports that of the 21,289 PCs currently leased 
by the agencies through their program, 10,306 come off lease in fiscal year 2010 and 8,539 come off lease 
in fiscal year 2011. These are four year leases that give the agencies the choice to turn in the PC at the end 
of the fourth year, or to extend the lease for a fifth year at the same annual rate. Given this incentive, 
agencies almost always opt to get new PCs rather than pay the same yearly rate for old ones. In essence, 
this locks the agencies into fixed annual PC payments with no recourse except to reduce their PC 
inventories as leases end. 

The agencies may have additional leased computers obtained outside the DIS program. The amounts and 
terms of these are unknown. Servers may also be leased, again with unknown amounts and terms. As it 
stands, at least 30% of the State’s PC inventory is locked into lease payments. 
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For agency-owned PCs and servers, delaying replacement is a valid cost control measure. For leased PCs 
and servers, this may provide the State with an opportunity to reduce its bloated inventory, by simply not 
renewing leases as they end. This approach would have a negative impact on agencies which chose to 
lease rather than own. They would bear the brunt of inventory reductions, while agencies which owned their 
inventories could simply keep them. 

The equipment coming off lease is valueless to the vendor. They donate the equipment to schools, libraries, 
and charities. The vendor’s interest is in keeping replacement cycles short at the agencies, and in making it 
easy for the agencies to keep a full inventory of equipment. 

Now is the time for tough negotiations with the lease vendors. Make it clear to them that the State is putting 
its lease program under review, with an eye to reducing inventories and lengthening replacement cycles. Let 
them know they have a choice between extending leases to a fifth year at minimal cost to the State, or 
having no leases renewed. 

In the longer term, a suspension of purchases and lease renewals will give DIS time to come up with a 
detailed plan for assuming authority over the PC and server replacement cycles. At that point, a year or two 
in the future, the State can be confident that it is replacing PCs and servers in the most cost effective 
manner. 




