                                              [image: image1.jpg]L
[ oy @

)

f&;;fgucense AssetlVanageri




            

                                                            [image: image2.jpg]



                                                  white paper

License Asset Management
Guy D. Haas, BS, MBA, President, TeamEDA, Inc.
[image: image3.jpg]



Abstract

There must be a better way to keep track of expensive electronic or mechanical engineering software licenses and associated resources.  Engineering software is very expensive, and is essential for development and on-time project completion.  So why is there so little management attention, or control systems in place for these assets?  The purpose of this white paper is to discuss the issues around license asset management, current management approaches, and a “best practices” approach using                 License Asset Manager™.
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Introduction

Today’s manufacturing firm can spend millions of dollars on software tools for electrical and mechanical engineering.  Designs are becoming so large and so complex that it is virtually impossible to develop these products without engineering software tools.  Moreover, demand for shorter product time-to-market drives accelerated R&D techniques, and demand for higher quality drives precision R&D techniques.  Engineering application software is mandatory, and the tools are not cheap!  It is not uncommon to pay $50,000 for one license.  Gartner estimates manufacturing companies spend 1-1.5% of Annual revenues on product development software.  This amount may be even higher for some electronics companies who depend on very expensive applications for design, synthesis, verification, physical layout, etc.  Manufacturing companies spend a lot on CAD/CAE, 2D/3D drawing, FEA, CFD, and similar software. Even though mechanical application design software may cost less per seat, there are typically many more engineers.  The net is that electrical and mechanical companies spend about the same—a lot of money of engineering software!!  The VP of Engineering is typically the person with budget responsibility, but there are usually others in the company also interested in these assets- CIO, Finance, IT, etc.
Trends

In the past, obtaining these applications meant a purchase of a perpetual license, with annual maintenance, which is typically 20% of purchase cost per year.  This is still the most popular approach.  However, Vendors are pushing more time-based licenses, called Subscriptions.  Some even provide the ability to “remix” license counts quarterly, or semi-annually.  An off-shoot of this is the “Debit Card” wherein the Company can use application software by the hour/day, and actual time/cost is deducted from the Debit Card.  This proves to be very expensive and is losing interest.   Application “Tokens” is another approach whereby the Company buys a package of tokens, each application requiring x number of tokens to run.  While those tokens are in use, they are out of the pool.  Tokens are controlled with a time-based license.
Companies find the Subscription approach appealing even though it may cost more over a 5 year period than a perpetual license-  why?  1) Subscriptions use expense dollars, which is sometimes easier money to come by, 2) Provides flexibility so as needs change, the license mix can change, and 3) can be more easily charged to a project or program.  The downside of Subscriptions is license administration and expiring license keys.  Time-based licenses, by definition, expire and when they expire, they shut down, even if in the middle of an important project.  Therefore, keeping close track of license keys and expiration dates is becoming more critical. 
Another trend is toward improved license agreement compliance.  Sarbanes-Oxley is pressing the need for compliance documentation.  A company may be asked to show how they are in compliance with the Vendor License Agreement.  Today, Agreements are typically signed and filed away in the Legal, or Contracts department.  The people who manage the licenses don’t usually have easy access to the Agreements, so how can one show a commitment to compliance?
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Problem statement

Problems in managing license assets arise in different ways- data proliferation, lack of data sharing, data disappearance, timely alerts on expiring license keys, inadequate license asset reporting, and access to binding License Agreements. 

· Data proliferation results from the shear amount of data related to managing licenses: Vendors, Resellers, Contacts for each, Internal Users, License Agreements (which could be up to 3 per Vendor- Perpetual License Agreement, Subscription License Agreement, Maintenance Agreement), PO’s, License keys, Expiration dates, License Servers,……  
· To compound this, there are many people (3-5) who need this kind of information, so inevitably each creates and maintains their own spreadsheets, Outlook files, and paper folders.  Not surprisingly, the information is seldom in sync.  More often, there is no sharing of this information.
· Reality hits hard when someone who has built these spreadsheets and files, leaves the company.  It is entirely possible that a company’s most critical license asset information disappears overnight.

· Expirations may be critical if a license key shuts down, shutting down a whole project, but it is just as important knowing when to start “renewal” negotiations with Vendors.  If one waits too late, the Vendor has a decided advantage.  If one starts earlier, one has the advantage.

· How quickly could one prepare a management report on Current License inventory, Maintenance and Renewal status, Cost estimates for renewals, Expiration dates for all time-based licenses, License Server inventory, Contacts for Vendors, PO History by Vendor, etc?  No doubt reports of this kind can be prepared given enough time and effort, but if they are needed immediately, well it might not happen.

· If one needs to see the T&C’s for using a certain application license, from a certain Vendor, one would first need to know where they could find the Agreement, retrieve it, read it, and interpret it.  Why some companies sign them, file them away, and keep them from the managers who are responsible for their implementation is unknown.
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Here are the relationships:  

[image: image7]
Current solutions

In interviewing a number of people responsible for License asset management I have found that most use some combination of spreadsheets, Outlook, business cards in the drawer, and paper file folders.  All admit that it is a lot of work to maintain these, that data is probably 30% wrong (out of date, error, missing,…), and that they do not share their data with others in the company.  Few, if any have an automated expiration alert system, and rely solely on manual scanning of the spreadsheets.  Many claim to wait until Vendors notify them that a license key or Maintenance Agreement will soon expire.  Vendor notification averaged 3 weeks. About 30% stated that the Vendors do not provide any notification.  
A few companies have developed, or attempted to develop their own software to track and manage license assets.  Those companies have spent many man-hours (=$$) developing and maintaining these tools.  No doubt the tool is very specific to their needs, but if one can acquire a tool specific to engineering software license asset management, for 1/10th  that cost, could it be a wiser path.  Could these resources be used somewhere else, on a more important project?
License Asset Manager
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Now comes a targeted solution for engineering license asset management- LAM, developed by and for those people that manage engineering software licenses.  Developed in conjunction with 3 large manufacturing companies (one electronics, one a defense contractor, and one a mechanical product company), LAM has all the right features to consolidate, share and protect license asset information.  It is a client-server architecture, using popular and reliable web-server components.  Capture and share information about Vendors, Contacts, Licenses, License Keys, License Servers, License Agreement,….. , in one protected place.  Generate numerous inventory and expense estimate reports with click of a button.  Manage with confidence and clarity.  Call for a demonstration.
Utilization metrics

The final piece of license asset management is knowing how much licenses are being used, and seeing usage patterns.  By knowing utilization one can easily see trends up or down, know average and max-concurrent usage (how many licenses are checked out at the same time) over any time period, who is using or not using the tools, and determine training needs (perhaps those not using the tools need training).  With this information, one can determine if more or less licenses are needed, the correct “mix” of tools during project life, whether or not all maintenance needs to be renewed, and predict tools budget for any upcoming period.  Another benefit of tracking license usage is for compliance. 

55% of those buying Usage metrics are interested just to insure compliance.  Strict License Usage Agreements and Sarbanes Oxley, require some means to verify and determine what licenses are in use, and to be able to account for and validate that appropriate licenses have been purchased.  Knowing where the licenses are and how they are being served, i.e. LAN, WAN, Node-lock,…,  what PO the Licenses are associated with, and what  the terms and conditions of usage are per the License Agreements, is crucial.
Finally usage metrics can save a company 20-30% of those costs.  By understanding usage patterns and trends, the Company can tune its buying process and expense to those needs.  If licenses are not being used then cut them, or train the engineers to use the tools, thereby hopefully increasing engineer productivity.  If license denials are a growing problem, then add more licenses, or convert unused licenses (depending on Vendor terms), or change from LAN to WAN, etc.  Understanding your needs is the key.
Sample usage metrics views:
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Conclusions

Senior Engineering management must be held accountable, and must be more responsible about managing these expensive company resources.  Accurate and available information is crucial to managing these assets.  Focus and information lead to improved control.  Control leads to reduced costs, which will lead to increased profits.  Saving 10% of these costs will go straight to the bottom line, and this could be big number!  
The value proposition for this new approach is based on:

1) Reduced License asset costs by a) knowing what license assets you have and where those assets are located, b) getting an earlier start on renewal negotiations, and c) knowing how to shift licenses around the organization to balance demand, instead of just buying more. 

2) Uninterrupted Application service by knowing when Application License keys will terminate, and doing something to prevent it from shutting down unexpectedly.
3) Better expense planning by having a history of license expenses, and insight into renewal dates and probable costs.

4) License Agreement compliance by allowing those who manage the licenses to have access to Vendor terms & conditions.  This may be particularly important to those companies concerned about the Sarbanes-Oxley law.

5) Reduced License Administration time because everyone won’t be trying to maintain their own files and spreadsheets.  Information is shared.  Saving on time here could be significant.

6) Protection of License Asset and Contact information because it will be secured in the LAM database.

The ROI is measured in weeks- not months, not years.  It behooves you to investigate alternatives to License Asset Management.
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