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STAFF REPORT
SUBJECT:
A MOTION approving the revised executive recommendation and business case, the roadblock document, the human resource implementation plan and the governance program charter for the Accountable Business Transformation Program. 

INTRODUCTION:

Proposed Motion 2005-0171 would approve four planning documents for the Accountable Business Transformation (ABT) Program.  This program is a countywide effort to integrate its financial, human resource and budget functions.  The decision before Council is on which approach the executive should follow in beginning the detailed implementation planning for the program.  The Council decision on whether or not to begin program implementation will either be made in November 2005 through a proposed 2006 budget request or in 2006 through approval of a program implementation plan.
The four planning documents now before the Council are:
1. Executive Recommendation and Business Case;
2. Roadblock Document;

3. Governance Program Charter; and

4. Human Resource Implementation Plan.

These documents have been transmitted by the executive in response to two Council requests.  In September 2004, Council approved Motion 12024, requesting that a revised Executive Recommendation and governance program charter be transmitted for its approval by motion by March 1, 2005.  The executive requested an extension to April 7, 2005 and Council granted this extension in Ordinance 15125.
Relevant language in Motion 12024 is excerpted below:

The executive is requested to transmit to council by motion by March 1, 2005 a revised executive recommendation document.  The revised executive recommendation document shall describe the three alternative solutions for meeting the county’s needs for contemporary business processes that were identified by Dye Management Group, Inc. in their Quantifiable Business Case, dated June 30, 2004.  The revised executive recommendation document shall also describe the executive’s recommended option. The revised executive recommendation document shall also present a clear description and comparison of the four options for implementing the Accountable Business Transformation Program.  The comparison shall include for each of the four options a prioritized list of projects to be implemented, a cost-benefit analysis, a program timeline, a budget and a funding plan.

The executive is also requested to transmit to council by motion by March 1, 2005, a governance program charter for the Accountable Business Transformation Program.  The charter shall describe the program scope and goals, governance structure, deliverables, critical success factors and key performance indicators.

In the adopted 2005 budget (Ordinance 15083), a proviso was included stating that $2.36 million in Accountable Business Transformation Program funds could not be spent until Council approves a quantifiable business case, roadblock document and human resources implementation plan.  Upon Council approval, $2.36 million in program funds would be released.  The proviso language is shown below:
Of the appropriation for CIP project 377142, Accountable Business Transformation Project, $2,356,015 shall not be expended or encumbered until after the council reviews and approves by motion a business case, roadblock document and human resources implementation plan that are consistent with the requirements of Motion 12024 and that have been approved by the project review board.)
This Council staff report:

· provides background on the previous effort to implement a countywide finance and human resource system;

· describes how the change in direction to the current ABT program came about;

· presents the current program decision before the Council;

· describes the four documents that have been transmitted; and 

· lists possible issues.

A separate Council staff report at a later time will provide analysis of the transmitted documents.  (A summary of recent Council decisions made on the Accountable Business Transformation Program may be found as Attachment Three.)  
BACKGROUND:
FSRP Background
Historically, the county has had two major financial, payroll and human resource systems because King County and Metro were separate governments with separate computer systems.  When King County and Metro merged, it was expected that their computer systems would also be consolidated to increase efficiencies and enable enterprise-wide business operations.  This consolidation has not successfully occurred, therefore, King County and the former Metro agencies still operate with independent financial, payroll and human resource systems.  Due to reorganization, some departments are “straddle” agencies that use both payroll and financial systems, creating additional management challenges.

FSRP was a complex enterprise-wide capital project that was intended to replace the county’s multiple financial, payroll and human resource systems with one integrated financial, payroll and human resource system.  FSRP was also intended to implement a budgeting system.  The project received about $38.9 million in funding in 1997 and was to have been completed by May 2000.   The project failed to achieve its objective and the project was suspended in May 2000.  An additional $3.7 million was appropriated to stabilize the payroll portion of the project and an additional $300,000 was appropriated to retain a consultant to conduct an independent assessment and present a plan to restart FSRP (Ordinance 13905).  
A consultant (Dye Management) was consequently hired to conduct a critical assessment of the suspended project, a high-level business case for re-starting the project and an implementation plan to recommend project direction for a possible restart.  (Collectively these documents are known as the Dye Management Report.)  The Budget and Fiscal Management Committee was briefed on the final Dye Management Report in July 2001.  

The Dye Management Report found key reasons FSRP failed were due to lack of:  
· Vision: “the county failed to understand the business justification for the program…”
· Governance: “Clearly, the biggest risk in King County is lack of a common vision and workable governance structure.  These are some of the biggest reasons that large systems projects fail.”

· Leadership: “Lack of leadership may be the single most important factor leading to the program’s failure.”  
· Management: “…virtually no one within the County had any significant experience in implementing large, complex software applications… However, even though the County was aware of its lack of project management resources, the County decided to manage the implementation of the Payroll/HR project by itself.”

· Change Management: Organizational resistance to standardizing business practices.

The Dye Implementation Plan recommended the next seven steps to restart the project:
1. Governance: Develop an information technology (IT) governance process.

2. Vision: Hire an external consulting firm to lead the establishment and validation of the vision;
3. Business Case: “If the determination is made to restart the program, it is highly recommended that such a business case be developed and documented as part of the pre-start-up efforts to justify additional funding and personnel resource requests.”
4. Implementation Plan: Hire an external consulting firm to develop a detailed implementation plan; 
5. Implement PeopleSoft software for Payroll and Human Resource operations in phases;
6. Re-evaluate software selection for core financials; and 
7. Hire an integration consulting firm to lead the implementation effort.
ABT Program: Change in Direction from FSRP
While FSRP was about replacing a financial system, ABT is about changing business practices through an integrated finance and human resource system.  The Dye Management Report clearly states: an enterprise-wide project “cannot be approached as simply “system replacement” efforts; they are long-term business transformation processes supported by a software package that begin with the initial implementation.”  At their core, these projects change the way the county has done business for many years at the level of the individual employee.  

As Dye stated, “Clearly, the biggest risk in King County is lack of a common vision and workable governance structure.  These are some of the biggest reasons that large systems projects fail.”  
The County has completed the first two steps recommended by Dye and is in the progress of completing the third step. 
1. Governance: In July 2001, Council completed the first step by creating a workable technology governance structure (Ordinance 14155).
2. Vision: In June 2003, Council completed the second step by approving a vision and goals statement for the ABT program (Motion 11729).  This vision and goals statement has wide support from all separately elected county agencies who signed their support to the vision and goals statement.  
3. Business Case: The Council is now at the third step which is to review and possibly approve the business case for the ABT program.  
A business case is a study that measures costs, benefits and risks for a project proposal.  A business case also sets up performance measures for a project that may be used as a yardstick to judge the success or failure of a project.  A business case also identifies implementation issues and risk mitigation strategies.

Current Decision before Council:

The decision before Council is on which approach the executive should begin detailed implementation planning.  The Council decision on whether or not to begin program implementation will either be made in November 2005 through a proposed 2006 budget request or in 2006 through approval of a program implementation plan.

SUMMARY:

Proposed Motion 2005-0171 requests the Council to approve the following four executive program planning documents:

1. Business Case.  The business case describes the executive recommendation on which approach to plan for program implementation and also includes alternatives to the executive’s recommendation.  Each option should describe its goals, costs, benefits, risks, implementation issues and how it will be evaluated for success (i.e., performance measures).
The executive has transmitted an executive recommendation for how the program should be implemented and his recommendation is compared to the consultant’s recommendation.  The executive recommendation is not a business case, but is based on the Quantifiable Business Case Report prepared by Dye Management Group in July 2004.  In this consultant report, three alternatives were evaluated and a recommendation was made.  The executive developed his own recommendation that expands upon the consultant recommendation to include a more intensive process for ensuring consensus among elected officials for business process change.  

Council Decision: Which of the four ABT program approach options should the county begin planning?  
· Maintain status quo;

· Enhance current processes; 

· Transform county processes (consultant recommended approach); and
· Transform county processes (executive recommended approach).
2. Program Charter.  The Program Charter establishes the governance and oversight structure for the program.  It includes identifying who is accountable for the program, the roles and responsibilities of those accountable for overseeing and managing the program, program deliverables, critical factors for program success and how success will be measured, key risk factors and program constraints.
The Program Charter vests leadership accountability for the program with the ABT Leadership Committee.  This committee is proposed to be chaired by the county executive and would consist of elected officials from all branches of county government:

· Council: two members would be members;

· Assessor;

· Prosecuting Attorney;

· King County Sheriff;

· Presiding Judge of Superior Court; and

· Presiding Judge of District Court.

The executive sponsor of the program is the county executive who is accountable for program implementation, ensuring that policy and funding support for the program is sustained, and is the advocate for the program.
The program sponsor is the county administrative officer who is accountable for managing the program with the assistance of a program manager.

Independent program oversight would provide the executive sponsor and the leadership committee with valid, unbiased program information.  The program charter states that the adequacy of program oversight would reside with the county executive in consultation with the leadership committee.
Council Decision: Does Council agree with how the ABT program will be governed and overseen?  
3. Roadblock Document.  A Roadblock Identification and Action Plan identifies and removes roadblocks that prevent the program from being successful.  The plan should identify and remove the following types of roadblocks: management, process and procedures, business practices, organization, technology, resources and policy.

The executive completed a Roadblock Identification and Action Plan in 2003 which identified 45 perceived roadblocks that were collapsed into 8 roadblock classifications.  This plan also identifies at what stage of program planning each roadblock will be removed. 
The 2005 roadblock document describes how the 2003 report was reviewed to determine that no additional roadblocks were identified during preparation of the consultant’s business case.  
Council Decision: Does Council agree that all roadblocks have been identified and that an appropriate plan for their removal has been identified? 
4. Human Resource Implementation Plan.  The ABT program includes a project to expand the executive’s Human Resource Implementation Project to elected agencies.  The goal of this program is to align human resource policies and procedures countywide.  The executive’s recommended approach is to develop human resource policy and procedures through centrally through the Human Resource Cabinet and implement policy through Human Resource Service Delivery Managers in each agency.
Council Decision: How will the human resource implementation project be managed to ensure success?  
Next Steps:
Based on preliminary Council staff analysis the following possible issues have been identified with the ABT program, further analysis is required:

1. Is the ABT program different than FSRP?   The reasons that FSRP was suspended were because of leadership and management issues, not because of technical issues.  Council staff is reviewing if the key obstacles to FSRP success have been removed to increase the chance of success for ABT.

2. Are program costs and benefits valid?  The executive’s recommendation is based on a consultant business case.  The county auditor found that the costs in this business case are three-years old and need to be updated and that their estimate of benefits is reduced from $176 million to $17 million.  The executive has agreed that the costs and benefits for the program need to be updated and has committed to update them while preparing the detailed implementation plan. 
3. Accountability or efficiency program?  The executive’s primary goal for the ABT program is one of efficiency.  This goal was based upon on the assumption that the program would save the county money.  However, the county auditor has determined that the benefits for the program are optimistic.  Since this program may not save the county money and Council has expressed interest in improving the accountability of general County government programs, Council may wish to change the primary goal of the program from efficiency to accountability.

4. Fit with Benefit Health Information Project and Payroll Improvement Project.  The executive is currently implementing the Payroll Improvement Project that includes Peoplesoft software work.  The executive also proposes implementing the Benefit Health Information Project which includes implementing a Peoplesoft software module.  Both projects are proposed to be independent of the ABT program.  Council made the decision in 2004 that the Payroll Improvement Project should be overseen as part of the ABT program business case project which has completed its work.  Council may wish to continue to have Peoplesoft projects overseen and managed as part of the ABT Program.

5. Fit with the IT organization project.  In 2002, Council approved a strategy to reorganize how IT is managed and operated at the county.  Council has also requested, through provisos in the 2004 and 2005 adopted budgets, that a business case for the IT organization project be sent to Council.  This business case was completed in December 2004 and the executive has stated that the IT organization business case will be transmitted to Council in May 2005.  Since the Dye Report found that an obstacle to FSRP success was lack of management expertise and this obstacle could be removed through the IT organization project, Council may wish to review the IT organization project while it reviews the ABT program business case. 
6. The executive transmitted an executive recommendation rather than a business case.  The primary difference is that an executive recommendation advocates for a particular position, whereas, a business case presents a recommendation along with alternatives that include cost/benefit analyses.   The executive has stated that the executive’s recommendation is consistent with the consultant’s recommendation that is based on a business case.  Therefore, there is not a need to develop another business case.  
7. The executive recommendation compares the executive and consultant recommendations, but does not compare all four options as requested.  The two options not compared are: (1) the status quo option; and (2) enhance current processes.  The first option does not meet Council policy.  This is because the policy states that the county shall implement Peoplesoft and Oracle software countywide and only part of the county currently uses this software.
8. Independent quality assurance consultant reports to executive in consultation with the steering committee.  The Dye Report recommends that a quality assurance consultant report directly to the steering committee.  Council may wish to have the independent quality assurance consultant report directly to the steering committee rather than the executive. 
9. Council oversight.  Council may wish to have its own oversight consultant similar to Council oversight of FSRP.  The Dye Report found that the Council’s oversight consultant was effective, particularly because the executive’s oversight consultant did not provide adequate oversight.  If Council decides to have its own independent oversight, then Council may wish to amend the program charter to reflect this change.

INVITED:

· Paul Tanaka, Program Sponsor and County Administrative Officer
· Cheryle Broom, County Auditor
ATTACHMENTS:


1. Proposed Motion 2005-0171
2. Transmittal Letter, dated April 7, 2005
3. Recent Council decisions made on the Accountable Business Transformation Program

4. Executive Summary of Auditor’s Office Review of Quantifiable Business Case Project
5. Labor, Operations and Technology Committee presentation by IBM Business Consulting Services on “Successful Business Transformation Programs in Government”
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