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Execut ive Summary
Watson Wyatt decided to outsource the management of its Microsoft Exchange system to USi
for approximately 4,250 of its users throughout its worldwide organization of 35 offices in
North America, Latin America and Asia. 

Watson Wyatt's relationship with USi has proven very beneficial:  USi has reduced Watson
Wyatt's annual cost of messaging management by an average of 39%, or $1.4 million
annually.  This translates to a monthly, per-seat cost reduction of more than $27 and an ROI
of 165%.  Other benefits that Watson Wyatt has realized are its ability to move IT staff
members to projects that generate more value for the company, very high availability in the
messaging system that exceeds USi guaranteed service levels, much faster resolution of
downtime incidents, greater flexibility for disaster planning, and around-the-clock support.

The Need and Solut ion
Watson Wyatt Worldwide, headquartered in Washington D.C., is a global human resources
and benefits consulting firm specializing in employee benefits, human resource technologies,
and human capital management.  It is not surprising that they were quick to identify a growing
need to use their personnel resources more efficiently, particularly in the area of Information
Technology (IT).

Like many management-consulting firms, Watson Wyatt's workforce is highly educated with a
low tolerance for downtime in its messaging system.  Consequently, reliability and high
availability are high on the list of the company's technology priorities

Watson Wyatt used in-house personnel to manage its Lotus cc:Mail environment of 85 post
offices distributed across 35 locations.  The messaging environment consisted of a mix of
cc:Mail Versions 6 and 8, although the latter was the primary system used in the company's
North American offices.  While there were standard configurations in place, the quality of
messaging system support tended to vary substantially from office to office − the quality of
support was based primarily on the technical expertise of the individual charged with
managing the system at a particular location.

Because of the distributed nature of the cc:Mail environment at Watson Wyatt, problems that
arose in the system often took a substantial amount of time to resolve.  Further, it could also
take a long time simply to assign the appropriate resources to solve a problem.  Downtime in
the cc:Mail environment was relatively high and distributed throughout the company:  there
were one to two post office-related downtime incidents per week, with anywhere from 20 to
300 people affected by each of these problems.  A significant amount of email was lost due
to server crashes.  Because the system was so distributed, it was difficult for Watson Wyatt's
messaging management staff to determine the exact level of uptime in the system overall.
Staff members spent a significant amount of time hunting down individual messages, reading
message headers to determine the location of the downtime problems, and so forth.  "We had
been dealing with frequent message delays and a good deal of downtime with the
fragmented cc:Mail solution," said David Hollingsworth, Director, Enterprise Applications.

Indust ry
Human Resources Management
Consulting 

Company Prof i le
Watson Wyatt Worldwide has over
4,200 associates worldwide, helping
clients improve business performance
through employee benefits, human
resource technologies, and human
capital management.

Si tuat ion
Watson Wyatt had used Lotus cc:Mail
for its eMessaging and Collaboration.
Upon learning of Lotus' intention to
discontinue supporting cc:Mail, the
company actively sought a partner to
assist them in the migration to a fully
supported Microsoft Exchange 5.5
platform.

Benef i ts
USi enabled Watson Wyatt to focus its
IT resource on core business by taking
responsibility for the deployment and
management of Exchange 5.5.
Additional benefits of USi's solution
include:

• Lower overall costs: the company
reduced the cost of deployment,
management, and downtime, and
moved to a predictable, fixed-cost
model.  Watson Wyatt is saving an
average of $1.4 million annually
compared to its previous, internal
messaging management.

• Effective use of IT resources:  Watson
Wyatt was able to better utilize
existing IT staff for other initiatives.

• Rapid deployment: USi's deep
knowledge of the Exchange 5.5
platform, global implementation,
and system requirements made it
possible for the ASP to rollout over
3,500 seats in less than 3 months.

• Commitment and flexibility: USi's
willingness to address changing
needs and expectations on
extremely short notice means
increased business agility for
Watson Wyatt.
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Upon learning that cc:Mail would no longer be supported by IBM/Lotus, Watson Wyatt
decided to implement a new messaging system.  Although cost was an important selection
criterion for the new system, availability and reliability for the new system were the most
important criteria.

The company evaluated Novell GroupWise, Eudora, Netscape, Lotus Notes/Domino and
Microsoft Exchange.  The company's first decision in the migration process was to settle on
Exchange as the system that would be implemented.

The second decision was whether to deploy Exchange using a distributed model, as was the
case with the company's cc:Mail environment, or to centralize the servers and support staff;
Watson Wyatt determined that a centralized architecture would provide better control and
increased availability.

The company's third decision in the migration was whether to redirect internal IT resources
from core business projects to conduct and administer the migration, or outsource the
deployment to an Application Service Provider (ASP).  Watson Wyatt invited ten candidates to
participate in the request for proposal (RFP).  "We knew we were going to need help getting
off of cc:Mail and deploying a consistent, high-availability solution for messaging. We were
able to demonstrate quantifiable value in maintaining our internal IT productivity by
outsourcing the project," said Hollingsworth.

After extensive and careful research among all of the leading messaging ASPs, Watson Wyatt
chose USi to host their Exchange system for its 4,250 seats in North America, Latin America,
and Asia.  USi was chosen because of three factors:

• USi's global infrastructure, guaranteed SLAs, and most importantly, their experience with
deploying the Exchange messaging solution.

• USi offered the lowest up-front costs and monthly, per-seat costs of the candidates that
responded to the RFP.

• USi was willing to hold back on selling Watson Wyatt all of the functionality they eventually
would need.  For example, USi recommended migrating first to Exchange 5.5, not
Exchange 2000, since the latter had just been released.

"USi had the infrastructure in place…and the experience to get it done," recalled
Hollingsworth.

In planning for the deployment, USi and Watson Wyatt found that the existing wide area
network (WAN) would require substantial modifications in order to support a centralized
system with worldwide service.  Consequently, Watson Wyatt decided to redeploy a fully
modified WAN prior to the rollout of Exchange 5.5.  Watson Wyatt currently employs two sets
of IMUX'd T-1 lines for a total of 9Mbps across diverse carriers with a guaranteed throughput
of 6Mbps.

Once the changes were made to the WAN, the 85 offices and more than 3,500 users were
quickly converted to the Exchange 5.5 messaging environment. "Once we got started with the
rollout, we covered 95% of the people within three months," said Hollingsworth. "It went more
smoothly than we originally predicted.  We intended to go one office at a time...one post
office at a time, but the pilot operations had gone so well that we did the whole 3,500+
desks in one continuous move."  Hollingsworth estimates that it would have taken the

"We had a negative
experience with a
previous enterprise-wide
deployment. We wanted
help from an established,
experienced provider.
With USi, we were able to
deploy a complete
solution in three months."

David Hollingsworth,

Director, Enterprise Applications

Watson Wyatt and Company
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company one year or more to complete the deployment without USi.  “To date, the user
reaction has been almost universally positive," he concluded.

Watson Wyatt now intends to continue their rollout to their Latin American and Asian partners.

Total  Cost  of  Ownership
USi has dramatically reduced Watson Wyatt's total cost of ownership (TCO) for messaging.
Watson Wyatt was spending an average of more than $3.5 million annually to deploy and
maintain cc:Mail − or nearly $70 per user per month − broken out as follows:

As shown above, the vast majority of Watson Wyatt's cost of managing its cc:Mail
environment was for labor, which accounted for 92% of the total messaging management
cost − the company employed a total of 52 full-time equivalent (FTE) staff members to
manage its cc:Mail environment.  Watson Wyatt's administration and support requirements for
its cc:Mail environment were as follows:

Watson Wyatt Staffing Requirements
For its Lotus cc:Mail Environment

Watson Wyatt also spent a significant amount each year on floor space devoted to staff
members involved in managing the messaging system, as well to servers and other messaging
system hardware.
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Source: Watson Wyatt
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USi reduced Watson
Wyatt’s annual cost of
messaging management
by an average of 39%, or
1.4 million annually. This
translates to a per-user
cost reduction of more
than $27 per user per
month.

Distribution of Costs to Maintain
Lotus cc:Mail at Watson Wyatt 

 
 
 
Staff Position 

 
Total 
Staff 

Members

 
Users per 

Staff 
Member 

Fully-
Burdened 

Labor 
Rate 

Administrator 2 2,125 $55,000 
Help desk 20 213 $45,000 
Technical support 30 142 $75,000 



Based on Osterman Research's data, Watson Wyatt's TCO for its cc:Mail environment was
consistent with that of other large organizations located in urban areas with distributed
messaging environments.  In other words, Watson Wyatt's monthly, per-user messaging cost of
nearly $70 per user was in line with other internally managed messaging systems.

With USi, however, instead of spending an average of more than $3.5 million annually on
managing its cc:Mail system, Watson Wyatt now spends an average of slightly more than
$2.1 million each year (based on its three-year contract) for USi to manage its Exchange
environment.  This represents a reduction of 39%, or $1.4 million annually.  This translates to
a per-user cost reduction of more than $27 per user per month.  The monthly costs per user
for both the cc:Mail and Exchange environments are shown below.

The vast majority of Watson Wyatt's 140 IT staff members have remained with the company
even after the move to USi but have been reassigned to focus on systems that are more
differentiating to Watson Wyatt's business.  Staffing was reduced by two cc:Mail administrators.
The other staff members that were focused on cc:Mail help desk and technical support were
largely redeployed to other functions within the company, such as Windows 2000 and Active
Directory projects, including design, implementation and support of these systems.  These staff
members are also involved in establishing a national help desk.  In short, these people are
finally able to participate in projects for which they did not have time before using USi.

To manage its current Exchange environment, Watson Wyatt now has a total of 12 FTE staff
members, all of which are devoted to technical support − this represents a reduction of 40
FTE staff members devoted to managing the email system and a staffing cost reduction of
72%.  Also, Watson Wyatt has been able to reduce its consultant staff by two people.  Almost
all of the staff members who used to manage the cc:Mail environment have been redeployed
within the company to initiatives that provide greater value for the company.  A comparison of
the staffing requirements for the internally managed and outsourced environments is shown
on the next page.

Watson Wyatt has been
able to reduce its
messaging-related
staffing requirements by
40 people, and the
company has reduced its
messaging-related
staffing costs by 72%.
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Monthly Messaging Cost Per User at
Watson Wyatt Before and After Outsourcing

Internally-Managed
Lotus cc:Mail

TCO With USi-Managed
Microsoft Exchange



Watson Wyatt Staffing Requirements
Before and After Outsourcing

In short, Watson Wyatt has been able to derive significantly more benefit from its messaging
infrastructure by moving from a file-based system to Microsoft Exchange, while at the same
time saving $1.4 million annually by having USi manage the messaging infrastructure.

Return-on-Investment
Traditional ROI calculations, which quantity the benefits that are derived from a one-time
investment, typically do not work well when comparing the return provided by outsourcing
solutions.  This is because the financial benefits of outsourcing are most often the result of an
initial investment plus a stream of ongoing investments, such as monthly payments, over a
certain period of time, not just a one-time investment.

Consequently, we have used a modified ROI calculation method to determine the benefit
provide by USi's outsourcing of Watson Wyatt's messaging solution.  This results in a lower, but
more realistic, assessment of the benefits provided by USi's outsourcing solution.  We have
determined that Watson Wyatt's ROI from outsourcing is 165% annually, calculated as
follows:

Other  Benef i ts
One of the additional compelling benefits of outsourcing for Watson Wyatt was the pay-as-
you-go approach. From the rebuilding of the company WAN, to deployment and ongoing
support, Watson Wyatt has paid a predictable monthly fee, which, from a management
perspective, was a great advantage to the company. And with USi's guaranteed service level
agreement (SLA), the company is able to keep productivity high with reduced downtime.  USi
guarantees 99.5% availability, but consistently exceeds the SLA, according to Hollingsworth.

Outsourcing also permits Watson Wyatt to have a single point for resolving issues of
downtime and other problems; when the company's messaging system was internally

Source: Watson Wyatt

Watson Wyatt’s decision
to outsource its
messaging system has
resulted in an ROI of
165%.
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Average annual cost of internal management 
Average annual cost with USi management = ROI 

   
$3,550,660 
$2,149,119 = 165% 

 
 
Staff Position 

FTE Staff 
Before 

Outsourcing

FTE Staff 
After 

Outsourcing 

Cost/ 
Staffing 

Reduction 
Administrator 2 0 100% 
Help desk 20 0 100% 
Technical support 30 12 60% 

 

ahogarth

ahogarth



managed, the IT staff never knew exactly where problems started.  Further, USi's management
of the messaging system has permitted Watson Wyatt to take a more strategic view of IT issues
because the company's IT staff is not focused on day-to-day messaging system management.
For a mid-senior level system engineer, for example, 30% to 40% of his or her time is now
available for strategic projects − these projects would have necessitated the hiring of a
contractor when Watson Wyatt was on cc:Mail.  According to Hollingsworth, "a messaging
system is something you should not think about − it should be like the phone − it works all the
time."

Another significant benefit of outsourcing, in general, for Watson Wyatt has been increased
flexibility from a contingency planning standpoint.  Because the company's headquarters is
only two blocks from the White House, the events of September 11th, coupled with
subsequent incidents involving anthrax sent through the mail, meant that Watson Wyatt's
headquarters building could have been shut down for security reasons.  An outsourced
messaging system, however, means that the system will remain operational through any local
office service disruption.

Watson Wyatt's cc:Mail environment was managed on an 11x5 basis − essentially only during
business hours.  However, USi provides 24x7 support for the Exchange environment, allowing
Watson Wyatt around-the-clock support at a significantly lower cost than would have been
possible before.  If Watson Wyatt had provided 24x7 support for its cc:Mail environment, the
cost savings by going with USi would be even more dramatic: Osterman Research
conservatively estimates that if Watson Wyatt had provided 24x7 support in its cc:Mail
environment, this would have increased the company's costs by approximately $500,000
each year.  This means that, in true "apples-to-apples" comparison, USi is actually saving
Watson Wyatt an average of $1.9 million annually and providing an ROI of 189%.

Going forward, Watson Wyatt will continue to benefit from its ASP partnership with USi.
Representatives from the company clearly recognize the value of having immediate and
round-the-clock access to a large, dedicated IT staff that's very familiar with the Exchange
environment. Should Watson Wyatt decide to add functionality, expand the number of users,
or upgrade various system components, it can do so far faster than it could using internal
resources. And these major improvements can be accomplished without disrupting core
projects.  Watson Wyatt is pleased with USi's proactive approach to support.

In short, according to Hollingsworth, USi's "administration is better, more controlled, more
reliable, and easier to manage."

USi's “administration is
better, more controlled,
more reliable, and easier
to manage.”

David Hollingsworth,

Director, Enterprise Applications

Watson Wyatt and Company
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USi Solution
USi provides the following to Watson
Wyatt Worldwide:
• Migration services from cc:Mail to USi's Exchange

environment 
• Microsoft Exchange 5.5
• 10 Exchange Servers with Microsoft Exchange

Server 5.5 (plus service pack 4) 
• Outlook 2000 Client to connect users with mail
• Three OWA (Outlook web access) servers to

provide access to Exchange from Web browsers
• Windows 2000 Advanced Server (service pack 1)

“USi delivered the solution that works for us.  When we've had issues, they've
responded to them.  When we've had concerns, they've addressed them.  When
we compare the Exchange deployment to other rollouts we've done, there
really isn't a comparison.  It's been a positive move for Watson Wyatt, and it's
allowed us to use our internal resources to maximum advantage.”

David Hollingsworth,

Director, Enterprise Applications

Watson Wyatt and Company
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