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Background

Chapter 4 of E-Government for Better Government (OECD: 2005), “The Business Case for E-Government”, lays out the reasons why OECD countries have increasingly turned to business cases to justify ICT investments, presents preliminary estimates of the aggregate costs and benefits shown by business cases, and provides an overview of the types of methodologies typically used (see Tables below).

Table 4.1 Type(s) of e-government evaluation activities employed in OECD countries 
	Country 1
	Active in 
e-government evaluation
	Non-financial assessment methods2
	Financial assessment methods2
	Source

	Australia
	Yes
	KPI
	NPV, ROI, VA
	NOIE (2003)

	Austria 
	Yes
	Benchmarking
	
	Federal Chancellery (2004)

	Canada
	Yes
	Capacity check
	VA
	OECD (2002)

	Czech Republic
	Yes
	Benchmarking
	
	e-Czech (2004)

	Denmark
	Yes
	
	NPV
	E-Government Workgroup of the Directors General (2002)

	Finland
	Yes
	KPI
	CBA
	OECD (2003)

	Germany
	Yes
	KPI
	
	Information Society Germany 2006 (2003)

	Italy
	Yes
	
	CBA
	E-mail reply for this study

	Japan
	Yes
	
	
	E-mail reply for this study

	The Netherlands
	Yes
	KPI
	
	www.elo.nl

	New Zealand
	Yes
	KPI
	NPV, Financial analysis
	States Services Commission (2003)

	Poland
	Yes
	KPI
	
	ePoland (2003)

	United Kingdom
	Yes
	Benchmarking
	BA, NPV, CBA
	OGC (2003)

	United States
	Yes
	KPI
	ROI, NPV, CBA, IRR, VA
	IAB (2003)


1. Evaluation activities for Belgium, France, Greece, Hungary, Iceland, Ireland, Korea, Luxembourg, Mexico, Norway, Portugal, Slovak Republic, Spain, Sweden, Switzerland and Turkey not available.

2. BA = break-even analysis; CBA = cost-benefit analysis; IRR = initial rate of return; KPI = key performance indicators; NPV = net present value; ROI = return on investment; VA = value assessment methods. 

Source: Various published studies and responses to OECD requests for information in 2003-04.

Table 4.2 Types of e-government evaluation methodologies

	Method
	Description
	Use

	Transaction costs
	Uses segmentation methods to calculate use and benefits to different user groups 
	Quick and easy way to estimate potential cost savings from the introduction of e-government

	Net present value
	A straightforward method that examines monetary values and measures tangible benefits 
	Relatively straightforward; use when cash flows are private and benefits tangible 

	Cost-benefit analysis
	A flexible method that measures tangible and intangible benefits and assesses these against net total cost
	Good consideration of all benefits, but can be expensive and time consuming

	Cost effectiveness analysis
	Focuses on achieving specific goals in relation to marginal costs 
	Good for considering incremental benefits against specific goals

	Portfolio analysis
	A complex method that quantifies aggregate risks relative to expected returns for a portfolio of initiatives 
	Good for consideration of risk, must use a consistent approach across a portfolio

	Value assessment
	A complex method that captures and measures benefits unaccounted for in traditional ROI calculations
	Used by several governments to consider performance against all policy goals 


Chapter 4 also provides a list of generic e-government cost and benefit indicators, which have been used as part of business cases at the project and/or national level in OECD countries.

The OECD proposes to prepare a report that lists and describes e-government indicators used by OECD countries for identifying and measuring e-government costs and benefits, including those that measure the transformation of government business and processes. Using “The Business Case for E-Government” as a starting point, the report will complete the following tasks: 
· update Tables 4.1 and 4.2 with the most recent business case methodologies being used by countries today; update the cost/benefit checklist (see Annex 1 of this document and Annex 4.2 of E-Government for Better Government for more detailed information) and add an additional category for “good governance” or public benefits. 

· populate the checklist categories with specific examples (and references where possible) of measures that have been used by OECD countries (at the project, organisational, local or national level), datasources and results to date. (See Annex 2 for a suggested approach)
· select a limited number of good e-government business cases and use logical framework analysis to identify goals, indicators and metrics to show how to develop indicators for specific applications.
Objective of the report 

The report will focus on how governments measure costs and benefits of e-government projects; and how they calculate and measure value from these projects for government, citizens and businesses. The report should be suitable as a reference for practitioners developing e-government business cases at the project, organisational, local or national level. It will also form a basis for continuing work by the OECD on the cost and benefit analysis of e-government, in particular in the areas of benefits realisation assessment, activity-based costing analyses and developing business cases for shared services. 

The report will be based primarily on existing information sources, as well as country responses to a questionnaire that a consultant will develop in collaboration with the OECD Secretariat. To contain the scope of this work, the OECD will review business case methodologies at the project, organisational and national level. The OECD may also draw from existing studies of national, local and/or international approaches to measurement frameworks. 


(Refer to Chapter 4 of E-Government for Better Government)

Checklists to Evaluate the Economic Case for E-Government 
Chapter 1 of E-Government for Better Government provides a simple framework for investigating the economic case for e-government:

(government benefits + user benefits) - (government cost + user cost) = cost/benefit impact

Four checklists (2.1 to 2.4) document the constituent items of the above equation. These items should be considered in any investigation of the costs and benefits for established e-government projects. In addition, checklists for three risk factors – business impact risks, technical risks, and change and uncertainty factors – are provided in checklists 2.5-2.7. These should also be included when developing an ex ante assessment or business case for future e-government projects. The checklists are adapted from a number of sources, most notably:
· Office of Government Computing (2003), Measuring the Expected Benefits of e-Government 

· CIO Council (2003), Value Measuring Methodology: How-to Guide
2.1. Checklist of benefits to government

Direct cash benefits

· Greater tax collection, revenue 

· Reduced fraud 

· Reduced travel costs, field force expenditure 

· Reduced publication and distribution costs 

· Lower fines to government from international bodies

· Additional revenue from greater use of commercial services and data (e.g. use of electoral roll data) 

· Additional revenue from newly available services and newly charged-for services 

· Reduced need for benefits, e.g. through faster job searches

· Reduced costs due to reduced need for physical presence

Efficiency savings (monetisable benefits)

Time savings 

· Reduced processing through common standards for data and processes

· Time savings for public servants

· Reduced error rates, re-work, complaints 

· Reduced need for multiple collections of data from single customers 

· More flexible working hours 

Information benefits 

· More accurate, up-to-date and cleaner data and more reliable information 

· Capacity for greater information sharing across government 

Risk benefits 

· Improved risk management 

· Improved security and fewer security breaches 

Future cost avoidance 

· Lower costs for future projects through shared infrastructure and valuable knowledge 

· Reduced demand for service (through better information provision), e.g. health 

· Reduced need for future government capacity expansion 

· Encouragement of increased takeup of other e-services 

Resource efficiency 

· Reduced redundancy through integrated systems 

· More effective use of existing (e and non-e) infrastructure, and reduced capacity waste

Other non-monetisable benefits 

Improved service delivery 

· Enhanced customer service 

· Improved service consistency and equality 

· Improved user satisfaction 

· Improved communication 

· Greater takeup of entitlements 

· Improved reputation and increased user trust and confidence 

· Integrated view of customers 

Enhancements to policy process 

· Enhanced policy alignment and outcomes 

· Better information to facilitate policy making 

Enhancements to democracy 

· Increased user involvement, participation, contribution and transparency

Allows more, greater and new data to be collected 

Improved security

2.2. Checklist of benefits to users
Monetary benefits

· Reduced prices for charged-for services, avoidance of future price increases

· Reduced cost of transmitting information – phone, post, paperless interactions, etc.

· Reduced travel costs 

· Reduced associated costs, such as professional advice, software tools, equipment, etc. (predominantly for businesses)

· Revenue-generating opportunities for citizens, businesses and intermediaries

Time-based non-monetary benefits

· Reduced user time (hours saved)
· Reduced need for multiple submission of data for different services and events

· Reduced travel time

Value-based non-monetary benefits

· Quicker response 

· Reduced application processing time (elapsed time saving) 

· Improved response time to events 

· Improved interactive communication, particularly between government and remote communities

· Improved information 

· More reliable and up-to-date 

· Faster and easier access 

· Transparency (e.g. status of “live” applications) 

· Can be live or real time

· Enhanced democracy and empowerment

· Improved reliability 

· Reduced error rates 

· Greater confidence and certainty of transaction 

· Service consistency 

· Overall reliability

· Choice and convenience 

· Range of access channels – increased choice and ease of access 

· Greater user convenience (24/7 service delivery)

· Decrease in abandoned transactions and complaints

· Premium service 

· Extra tools and functionality for users 

· Improved customer service 

· Personalised service 

· Service integration

2.3. Checklist of costs to government
Market planning and development 

· Business planning and options analysis 

· Market research 

· Due diligence and plan audit 

· Tendering

System planning and development 

· Hardware 

· Software licence fees 

· Development support 

· Programme management 

· System engineering architecture design 

· Change management and risk assessment 

· Requirement definition and data architecture 

· Test and evaluation 

· Design studies 

· Customer interface and usability 

· Transformation or business process redesign 

· System security 

· User accessibility 

· Data architecture 

· Network architecture 

· Other development phase costs 

· Facilities: offices, office equipment, etc. 

· Travel 

System acquisition and implementation 

· Procurement 

· Hardware 

· Software 

· Customised software 

· Web hosting

· Personnel 

· Additional programme management 

· Internal communications 

· Process redesign 

· System integration 

· System engineering 

· Test and evaluation 

· Data cleaning and conversion 

· IT training 

System operations and maintenance 

· Hardware 

· Maintenance 

· Upgrades and replacement 

· Software 

· Maintenance 

· Upgrades 

· Licence fees 

· Telecoms network charges 

· Operations and management support 

· Programme management 

· Operations 

· Back-up and security 

· IT helpdesk 

· On-going training 

· On-going monitoring and evaluation

· Other operations and maintenance 

Financing costs 

Market and process implementation 

· Personnel 

· Internal communications 

· Training 

· Redeployment 

· Customer helpdesk 

· Call centres 

· Marketing and communications 

· Customer inducements and rebates

· Legal advice 

2.4. Checklist of costs to users
· Direct costs

· Computer hardware and software

· Computer operations and maintenance

· Telecoms and Web access charges

· IT training and support

· Digital signature setup

· Printing forms and information

· Time factors

· Web search

· Reading time

· E-mail and form completion

· Phone time

2.5. Checklist of business impact risks

· Impact on business processes (includes changed processes): Impact that the project will have on the organisation (during development and after implementation). 

· Impact on government services at implementation: Impact that the project will have outside the organisation, for example on other agencies, the public and businesses during development and after implementation. 
· Impact on other projects and changes: Degree to which the project is dependent on and connected to other projects and changes. 

2.6. Checklist of technological risks
· Technological dependence: Dependence on new technology or new methods.
· Degree of innovation: Extent to which the project involves innovative solutions and staff experience to deal with innovation. 

· Impact and integrity with legacy systems: Degree to which the project will need to develop interfaces with existing systems and data. 

· Security: Robustness of physical and technological security controls.
· Scope of IT supply: Extent of IT consultant and supplier activity, support and maintenance now and in the future. 

2.7. Checklist of change and uncertainty factors

	Change management
	Uncertainty

	Culture change required (e.g. working practices)
	Inexperience in dealing with third-party suppliers

	Leadership direction
	Dependence on third-party suppliers

	Management resistance
	Use of untried methods

	Lack of staff experience and inadequate
training to accommodate change
	Time constraints and critical deadlines

	Lack of motivation
	Economic or market changes

	Poor communication with appropriate staff
	

	Lack of responsiveness to change
	


ANNEX 2.0

Proposed Description of Datafields for Inventory of E-Government Business Case Indicators
	Datafields 
	Glossary

	Project

Provide a one-line description of the project which this indicator is assessing. Is it a project involving (select one or more): 

A. back office automation

B. data collection and distribution networks

C. information and e-services

D. e-participation
	A project is a temporary endeavour undertaken to create a unique product or service ideally characterized by specific objectives, planned activities, a scheduled completion date, and an established budget with a specified source of funding.



	Responsible Government Body / Beneficiary
Name responsible government body: Which government body(ies) is responsible for delivering the benefit measured by this indicator?

Name beneficiary government body: Which government body(ies) receives the benefit measured by this indicator?

Is the cost or benefit government wide?
	Refers to both central (consisting of Parliament, Departments and Ministries) and local government (City Councils and Municipalities). 

	Indicator(s)

Provide the relevant measure
	A quantitative or qualitative measure used to show the degree of presence of an observable fact (i.e. level of Internet penetration) and/or gauge progress towards an agreed-upon objective (i.e. meeting a minimum threshold rate of satisfaction).

	Indicator(s) Measurements
Provide the results of the evaluation against this measure
	Direct and measurable results expected from the project to attain the purpose of the project and its outputs.

	Data Source and Collection mechanism (survey, budget process, administrative data)
List the sources of data
	The data source and method of data collection to assess project progress and/or outcome(s).


	Timeframe and Milestones
What was the timeframe for the collection of data on the indicator?

Were there any milestones identified for checking progress of the project before the end of the timeframe?
	Project intended results – what has been accomplished at various stages of the project.

	How is the information used?
Describe how the indicator was used.
	How is the information on the project results used: such as, support the business cases of the agency, or initiate changes in other areas within the agency, across the sector or across government as a whole.

	Description (+ reference citation and source of analysis)
Provide a short description of results and difficulties identified and cite the source of analysis.

	Reference citations and source of analysis should briefly cover relevant information such as facts, statistics, background information, etc. and should be sufficiently specific for the OECD to find follow-up information on the indicator if needed, including urls, bibliographical citations or a contact name and contact information.


ANNEX 2.1
Suggested Example of Data Fields for Inventory of E-Government Business Case Indicators

2.1 Checklist of Benefits to government

	
	Project
	Responsible Government Body/

Beneficiary
	Indicator(s)
	Results of Indicator(s)
	Data Source and Collection mechanism
	Timeframe & Milestones
	How is the information used?
	Description (+ reference citation and source of analysis)

	Direct cash benefits

	Greater tax collection, revenue

	Country s
	Data matching between population registry & unpaid student loans: B
	Department of Education/

Department of Education
	Amount of previously unpaid loans collected through system
	10M EUR collected 
	Administrative data from Ministry of Education
	One Year Pilot
	Lower than expected collections resulted in termination of project
	The Ministry of Education sought to increase collection of unpaid student loans through a data-matching project with the population register, but incompatible identifiers (student IDs v. SSN) led to poor results that did not justify the next stage of investment; 10 million collected did not justify did not 25 million in development costs. Analysis undertaken by Tax Department (internal report – 20/01/2004).


	Reduced fraud

	Country t
	Data standards for cross-agency exchange: B
	Social Security Agency/
Ministry of Treasury
	Reduced improper payments

	300k deceased taken off SS for est 3.6B EUR savings
	Administrative payments data
	One-time (5 year savings)
	Realised benefits exceeded bus case est by 1B EUR
	Common XML standards now allow data matching between population register & Social Security agency. See NAO report.

	
	Project
	Responsible Government Body/

Beneficiary
	Indicator(s)
	Results of Indicator(s)
	Data Source and Collection mechanism
	Timeframe & Milestones
	How is the information used?
	Description (+ reference citation and source of analysis)

	Country u
	Data-matching for pre-filled tax forms: A, B
	Tax office, Ministry of Finance: aggregated gov’t-wide data/

Ministry of Finance
	Increased tax receipts attributable to datasharing system
	200M EUR/yr savings


	Tax receipts; Administrative data
	Annual
	Estimated savings used as offset to finance new shared service centre
	Based on tax receipts data, report by University of TE shows that introduction of pre-filled forms has reduced income reporting “errors”; see also efficiency savings (time savings, reduced error rates, reduced need for multiple collections). See Journal of Efficiency Studies, no. 1, pp. 2-3, 2005.

	Additional revenue from newly available services and newly charged-for services

	Country v
	Combining Land registry and GIS data:

B
	Cadastre/
Cadastre
	Income from service fees 
	500k EUR receipts


	User fees
	Annual
	User fees paid back the initial investment after 2 years of use
	Combining Cadastre and GIS data has created 20 new data products in 2002-2005, all of which are available on a fee basis over the cadastre website (www.cadastre.gov)

	Reduced costs from implementation of online service delivery channel

	Country w
	Website which allows registration details for incorporated societies and charitable trusts: A,C
	Companies Registration Office/

Tax Department
	Administrative efficiencies resulting in the freeing up of personnel previously required to register incorporated societies and charitable trusts
	$2.5 million in reduced annual compliance costs
	Administrative data and survey
	One-time Cost
	Investment showed immediate returns. Cost of project recouped within the financial year
	Registration of company documents for users became significantly cheaper as resources allocated to this process were deployed elsewhere (i.e. the cost of filing an online annual return fell from $30 to $15). The system has become a central repository for company information and through data sharing via previously agreed XML standards, has enabled the Tax Department to create an online system. (www.companies.govt.nz)
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