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SUBJECT

Proposed Motion 2014-0212 would accept the response to the 2014 Budget Ordinance, Ordinance 17695, Section 23, Proviso P1, executive services-administration; and authorize the release of $200,000 currently held in reserve.

SUMMARY

The 2014 Budget ordinance (17695) requires a report documenting the County’s progress in solving issues and making improvements related to the County's new enterprise systems, including the Oracle EBS financial system, the Hyperion budget system and the PeopleSoft human capital management (HCM) system. The report that was submitted can be found as Attachment A to Attachment 1 of this staff report; the original proviso language can be found in Attachment 2.

The report meets the terms of the proviso: it describes the status of the budget, financial and human resource systems and provides metrics for different sets of business processes which these systems support. The report also includes key initiatives for 2014 and 2015 to further improve the use of the enterprise systems. 

Additional work is ongoing to identify metrics which capture the high-level benefits of the county’s investment in these systems.



BACKGROUND

The Accountable Business Transformation Program (ABT), which was implemented in 2012, replaced the County’s legacy financial, human resource/payroll, and budget systems with a modern, integrated system. The name of the program was chosen to signify that the effort was not just about software replacement, but aimed to transform the way the County conducts business, with integrated enterprise systems as the core of that effort. The three components of this new integrated system are: 

· Oracle E-Business Suite (Oracle EBS) for financial and procurement operations;
· PeopleSoft Human Capital Management (PeopleSoft) for human resources, employee benefits and payroll operations; and 
· Hyperion for budgeting. 

As reported in the 2012 King County Auditor’s Office ABT Program Final Oversight Report, the County achieved the ABT Program vision of countywide, integrated systems for human resources, payroll, finance and budget, which was a major accomplishment. However, the Auditor’s report found there was considerable work remaining to make the systems efficient and effective and maximize the value from the multi-million dollar investment. 

In order to monitor progress in implementing the new systems and achieving improvements, the Council adopted a proviso in the 2013 Budget (Ordinance 17476), Section 24 (executive services-administration) and Section 62 (business resource center). A June 2013 report provided to the County Council in response to the proviso documented the initial stabilization phase of maturity from both a systems and a business process perspective.[footnoteRef:1] The 2013 report concluded that the new systems were stable and business processes were functioning, but also noted many areas still needing work in these systems, as staff reported to Council during the 2014 budget review process. [1:  Accountable Business Transformation 2013 Budget Proviso Report (2013-0103), June 28, 2013.] 


Subsequently, the Council adopted a proviso (see Attachment 2) as part of the 2014 Budget Ordinance (Ordinance 17695) which requests a follow-up report documenting the County’s progress in solving issues and implementing further improvements involving the three systems: the Oracle EBS financial system, the Hyperion budget system and the PeopleSoft human capital management (HCM) system. The proviso required a specific work plan and deliverables for 2014 and 2015, and restricted $200,000 in the Executive – Administration budget. 

The Executive transmitted the proviso response on time on May 29, 2014. The report meets the terms of the proviso, highlights some important accomplishments, and lays the groundwork for continued efforts to achieve business transformation and to maximize the value of these enterprise systems in the 2015-16 budget and beyond.



ANALYSIS

Enterprise Systems are Stable, and Their Use is Becoming Standardized

The Executive uses a concept from the business systems industry, the maturity model, to map progress of post-implementation use of King County’s enterprise systems. The three overlapping phases of this model as applied to King County are diagrammed and described below:


[image: ]Phase One, Stabilization: identify and fix things that are broken. Achieving stabilization includes responding to error reports from users, eliminating most defects, and having reasonable workarounds and security protocols in place. The June 2013 report to Council reported a yellow status for most aspects of stabilization. According to the current proviso response, King County has now mostly completed this phase. 

A major contributor to stabilization was the Oracle Patch project, undertaken in October 2013, to install “patches” from the software vendor (Oracle) to fix bugs in the finance system (EBS). The patches resolved 130 outstanding requests from users, and users reported improved functionality from EBS overall.

Phase Two, Standardization: get staff to use the tools as designed. The concept behind standardization is that King County will be most efficient and realize the most benefit from shared systems by implementing standard processes for parallel activities, with few exceptions, across King County agencies. Standard work is one of the key principles of a Lean approach[footnoteRef:2] – holding down costs by, for example, calculating and issuing all paychecks in the same way, and limiting errors that can emerge from multiple methods and side systems. [2:  Lean is a term coined by James Womack to describe the philosophy and approach demonstrated in the Toyota Production System. It is a systematic, customer-centric approach to identifying and eliminating waste through continuous improvement. (http://kingcounty.gov/depts/executive/psb/lean/lessons-and-resources/lean-lessons-2014/lean-lesson-what-is-lean.aspx, accessed August 22, 2014.)] 


This report places King County enterprise systems in yellow (mid-way through) the standardization process. It emphasizes efforts on several key factors to move from yellow to green:

(1) having start-to-finish business process standards that are well defined and mapped;
(2) ensuring that senior leaders take full ownership for adherence to standards, and use to report on variances from the standards; and
(3) implementing the principles and practices of Lean continuous improvement to create efficiencies, solve problems and add customer value within all business processes. 

These strategies are built into the 2014-15 workplan and initiatives as a focus for FBOD, the BRC, HRD, and PSB. An early focus has been working with agency leaders and users to identify areas where processes are not working well and areas of confusion or inconsistency. This collaboration promotes agency engagement, as well as helping to guide the sequence and priority of Phase 2 initiatives.

Phase Three, Optimization: improve the tools for maximum benefit. According to the model, standardization lays the foundation for optimization (Phase 3): making changes to the systems and business processes to increase efficiency or customer value. The proviso response anticipates King County enterprise systems optimization beginning in 2016.

A New Focus on Coordinated Work Flows Across Agencies (Value Streams)

Since the June 2013 report on the status of enterprise systems, Executive agencies have shifted the framework used to report system status. The prior report used a dashboard with red/yellow/green status for system modules, e.g. Purchasing module, Accounts Payable module, General Ledger module. The new dashboards show the status of value streams crossing these modules. 

A value stream is a set of complete and coordinated work activities – typically involving multiple county agencies – that delivers clearly defined products or outputs to customers. This contrasts with the more traditional organizational chart perspective that defines the roles and responsibilities of discrete agencies. For example, the value stream titled “Procure-to-Pay” is the coordinated set of work activities across county agencies that begin with joint assessment of need by FBOD and the purchasing agency, and results in signed contracts with vendors and the payment of invoices to these vendors upon receipt of goods or services. 

By planning around the value stream, which they identify as an industry best practice, FBOD, the BRC, HRD, and PSB seek to provide efficient, reliable central services – supported by enterprise systems and well-designed business processes. 

The Appendix of the proviso response (in Attachment A to Attachment 1 to this staff report) includes a summary of the 2014/2015 key initiatives that will promote standardization within each value stream and describes the benefits of those initiatives. Some of the initiatives are in progress (budgeted in 2014), and some will appear in 2015-16 budget proposals. The Central Business Steering Committee, a cross-agency group convened by FBOD and the BRC, monitors the status and level of effort of these initiatives. The August project management table for the 30 key initiatives is included as Attachment 3 to this staff report.

The proviso response also identifies key metrics for each value stream. Consistent metrics with targets are key to capture the high-level benefits of the county’s investment in these systems.

Status of Value Streams, Metrics, and Key Initiatives for 2014-2015

The dashboard of the value streams appears below, followed by descriptions of each value stream noting key issues that remain in the first two phases of the maturity model, and examples of key initiatives to address them. 

	Area 
	Phase 1: Stabilization
	Phase 2: Standardization

	Budget-to-Report Value Stream
	Green
	Yellow

	Procure-to-Pay Value Stream
	Green
	Yellow

	Hire-to-Retire Value Stream
	Green
	Yellow

	Billing-to-Cash Value Stream
	Yellow/Green
	Yellow/Red

	System Security & Controls
	Yellow/Green 
	Yellow 



1. Budget-to-Report (Budgeting, Accounting, and Reporting)
The Budget-to-Report value stream is the process for producing budgets (plans for resource allocation and constraint) and compiling strategic, financial and operational feedback to understand the County’s business performance. According to the report, PSB and FBOD are assessing the need for better education and adherence to standards among users to move from a medium to a high degree of standardization in the budget-to-report process.

The primary metrics for the budget-to-report value stream are: percentage of omnibus reports that are automated, number of general ledger errors, EBS projects backlog and projects errors, fixed assets backlog, and percentage of EBS reports certified. In future reports, Executive staff may wish to consider additional metrics to better measure whether the County has a consistent approach to building the budget using Hyperion, budget accuracy, and user satisfaction.

2. Procure-to-Pay (Procurement and Accounts Payable) 
The Procure-to-Pay value stream includes all the steps from initiating a purchasing decision to the payment for the goods and services and the monitoring of purchasing agreements. The proviso response reports that this value stream is well understood and on a positive track to standardization, with robust metrics reported monthly which FBOD can use to identify improvement opportunities in the Procurement and Accounts Payable components. In order to move to a higher level of standardization, key initiatives include: moving to a requisition-first procurement model (automating purchase orders) is necessary to move to a high level of standardization.

The primary metrics for the procure-to-pay value stream are: percent of purchases made using standard contracts, dollar amount of bank rebates from timely purchase payments, and on-time and late invoice payments. 

3.  Hire-to-Retire (Benefits, HR and Payroll)
The Hire-to-Retire value stream encompasses all steps necessary to plan to hire, develop, assign, sustain, and separate personnel resources. In order to move to a higher level of standardization, HRD, the lead on this value stream, will focus on the Employer of the Future project, with an emphasis on establishing consistent pay, leave and benefits practices across county agencies. They cite improvements in data integrity to date, allowing better analysis of trends in areas such as diversity, gender equity, and turnover, but caution that steps toward consistency will need to be bargained with labor groups.

The primary metrics for the hire-to-retire value stream are: customer satisfaction survey with using PeopleSoft, and timely submission of department payroll to central payroll. In future reports, Executive staff may wish to consider additional metrics to better measure the benefits the County has achieved from the Employer of the Future project.

4. Billing-to-Cash (Grant Billing and Accounts Receivable)
The Billing-to-Cash value stream is the end-to-end business process for billing and processing grant and customer receipts. Because applying cash payments to customer accounts still requires a lot of manual processing, and system-generated invoices are not very clear to customers, this value stream has not yet achieved the same (medium) level of stability or standardization as those previously discussed. Invoicing and applying cash to receipts are the focus of current key initiatives. FBOD is working with major electronic bill-payer services to establish standard procedures that will enable more efficient matching of payments to customer accounts. 

The primary metrics for the billing-to-cash value stream are the accounts receivable backlog, the percentage of automated standard receipts, and the cash management backlogs. In future reports, executive staff may wish to consider including measures for the time to apply check receipts to customer accounts.

5. System Security and Controls
System security and controls include the mechanisms and processes governing access privileges and permissions and protecting the technology infrastructure from unintended or unauthorized access. Though standardization is on track (medium level), this value stream has only achieved a medium-low level of stability while the BRC seeks to fill a pivotal security position necessary to implement recommendations from a 2013 security assessment. The initial recruitment was not successful (no qualified candidate) and the position was only recently (July) filled.

The report does not include metrics for the system security and controls value stream. In future reports, Executive staff may wish to consider additional metrics to better measure whether the County has achieved best practices in the design and management of security rules, controls, and processes.

ISSUES FOR COMMITTEE CONSIDERATION

· Recruitment and Retention Challenges. Staffing to capacity has been a challenge for the BRC (which experienced 11 percent turnover in 2013). With the rebound of the economy and in particular the technology sector, King County has been unable to compete with private sector employers on salary for systems-related positions, even when hiring at the top end of the County pay scale. Of 16 enterprise systems and Lean-related positions added in the 2014 budget, at least four (all in BRC) had an initial recruitment fail to yield a successful placement. FBOD and BRC are working closely with HRD to improve recruitment and retention with a focus on benefits, work-life balance, and public purpose. Ten of the new positions have been filled either permanently or as special-duty. 

· Metrics. Consistent metrics with targets are key to capturing the high-level benefits of the county’s investment in its enterprise systems. Measuring the benefits of the investments in the ABT program and the continuing investments in the County’s business systems has been an evolving and iterative process. Such an approach is understandable given the complexities of King County operations and the considerable focus thus far on simply stabilizing the systems. The current proviso report identifies metrics and desired benefits for each value stream, but as a group these metrics fall short of providing a robust and comprehensible picture of whether King County is achieving the anticipated benefits from its enterprise systems investments. Executive staff are committed to continue working with Council staff to identify metrics which better measure these benefits.

· Budget and Resourcing. The report describes how key initiatives were developed based on maturity model priorities and major challenges (“pain points”) identified by users. It identifies 30 key initiatives as priorities for the cross-agency workplan, but does not prioritize among them or provide cost-benefit assumptions (i.e., the magnitude of staffing and funding needed for each initiative, relative to the business costs of system or process issues those initiatives address). Council may wish to consider whether to require such information in future reporting.

· Continued Reporting. Overall, the proviso reports have been a valuable tool for the Council to monitor progress in achieving benefits from the multi-million dollar investment in the ABT program. Achieving improvements in internal business practices can keep the cost of doing business down and allow for those resources to be spent on county services. As noted in the proviso response and in this staff report, while much progress has been made, there is still much work to do. The Council may wish to consider requiring continued reporting in order to monitor the ongoing efforts to make the County’s business systems efficient and effective. 

ATTACHMENTS

1. Proposed Motion 2014-0212, including Attachment A, King County Enterprise Systems 2014 Budget Proviso Report 
2. 2014 Budget Ordinance, Ordinance 17695, Section 23, Proviso P1 text 
3. Key initiatives project management table
4. [bookmark: _GoBack]Transmittal letter, dated May 29, 2014
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