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SUBJECT:


A MOTION accepting the executive’s plan to conduct a business case analysis of Financial Systems Replacement Project (FSRP); and approving the scope, schedule and budget of the business case.
SUMMARY:


Proposed Motion 2002-0209 would approve the executive’s plan, scope, schedule and budget to develop a county-wide vision, project goals and quantifiable evaluation of transforming the multiple ways the county currently conducts its budgeting, financial, human resource (HR) and payroll business.  Approval of this proposed motion would allow the expenditure of $539,500 to complete this work.  The adopted 2002 budget already contains $450,000 to fund this project; however, an additional $89,500 in project resources would need to be provided by agencies across the county.  The executive stated that these additional resources would be provided by agencies.  
This proposed motion is in response to a council budget proviso.  Section 119 of the adopted 2002 budget contained a proviso stating that “Of this appropriation, CIP project 344190, FSRP business case analysis project, $450,000, shall only be expended following council approval by motion of: a plan for FSRP restart; and the scope and schedule for expenditure of the fund.”  
This quantifiable business case project would assist decision makers in determining whether to initiate one or more new enterprise projects to transform county business operations in the future.  Development of this project would assist in addressing several of the county’s major barriers to success in transforming business practices as documented in the Dye Management Report.  
What is a quantifiable business case?  

A quantifiable 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.
This project would:
· Develop a project vision and goals;

· Identify barriers and develop action plans to implement best practice business processes and adapt to a standardized way of doing business;

· Document current business practices;
· Assess the effectiveness of current business practices and identify cost-savings opportunities;

· Develop three ways of doing business that may produce cost-savings;
· Analyze costs, benefits and risks for each way of doing business;
· Recommend a way to do business in the near-term future and provide a transition plan; and
· Develop a detailed justification, including costs, benefits and risks.
In discussing what the project is, it is equally useful to discuss what the project is not.  

The proposed motion is not:

· A recommendation to “restart FSRP.”  Any future projects to transform business practices could be a year or more away, and would require separate Council action.

· It is also not another study to consider whether there would be benefits from replacing old computer systems.  It is clear from the many consultant studies and audits that the county would benefit from a modern computer system.  (This study will, however, quantify the benefits of moving to new systems.)
· It is also not a study to determine if the county should have one core financial system and one core HR/payroll system that can relate to each other and that are reasonably centralized.  These conclusions have already been reached by most observers, including the state auditor and Governing magazine.

Change in Direction – 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.”  In the belief that the words we use matter, Councilmember Constantine and staff affiliated with the project have begun using the phrase “business transformation process.”  This phrase reflects a change in thinking about “technology projects” that is essential if the county is to be successful.  At their core, these projects change the way the county has done business for many years at the level of the individual employee.  Such change is difficult and takes time.

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 states that the primary reasons FSRP failed were due to lack of a shared vision, lack of leadership and management, not technical barriers.  In particular the Dye FSRP Critical Assessment found: 

· “Lack of leadership may be the single most important factor leading to the program’s failure.”  
· “the county failed to understand the business justification for the program…”  
· Organizational resistance to standardizing business practices.
The Dye Implementation Plan recommended:

· Hire an external consulting firm to lead the establishment and validation of the county’s vision;

· “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.”

· Hire an external consulting firm to develop a detailed implementation plan; 

· Implement PeopleSoft software for Payroll and Human Resource operations in phases;

· Re-evaluate software selection for core financials;

· Hire an integration consulting firm to lead the implementation effort; and
· Develop an information technology (IT) governance process.

The council created an IT governance process in 2001.  As part of the IT governance process the Strategic Advisory Council (SAC) was created that consists of elected officials from all county agencies.  The SAC acts in an advisory capacity to the Chief Information Officer (CIO) in developing long-term strategic objectives for IT deployment countywide.  The SAC endorsed the findings in the Dye Management Report in December 2001.  In addition, the SAC directed the CIO and County Administrative Officer to develop a work plan for defining goals, identifying roadblocks and drafting policies through the county’s IT governance process and structure; and to create a work plan to develop a quantified business case to restart FSRP.  The SAC also committed agency staff to identify issues and endorsed use of $450,000 to fund the development of the plans.  (Councilmembers Constantine and Hague are SAC members.)  
The county continues to incur costs maintaining separate payroll, human resource and financial systems until they are uniform.  The county is currently implementing a software upgrade (PeopleSoft) to one of the county’s payroll systems.   Also, the county will implement a software upgrade (Oracle) to one of the financial systems (IBIS).    While the Budget and Fiscal Management Committee expressed concern for the expense of this upgrade it reluctantly agreed that it was necessary at this time.   Appropriation for the upgrade was approved by full council on September 16th (Proposed Ordinance 2002-0403).
Transforming Business Practices -  Quantifiable Business Case Project Summary 

The total cost of the project would be $539,500 and would take eight months.  This project consists of two parts.  Part one would establish the project vision, define goals, identify roadblocks and draft policies to resolve roadblocks.  Once the vision is complete, part two would engage a consultant to develop a recommended business operations model and quantifiable business case.  

Part One

Part One of the project would address the leadership and management barriers identified in the Dye Management Report.  Documents developed in this phase would drive the options to be analyzed for an FSRP restart.  Total cost of this phase is $93,440 (17 percent of the project).  No consultants would be used for this part of the project.  The following tasks and deliverables would be produced:

· Vision and Goals Statement.  This statement would clearly state the business justification for this project to standardize business operations practices.  This task would take four weeks and would cost $20,000.
· Roadblock Resolution Plan.  This document would identify roadblocks and develop action plans to remove roadblocks.  This task would take one week and would cost $14,240.
· Roadblock Removal Action Plans.  This stage would execute action plans to eliminate roadblocks.  Roadblocks would primarily be to adapt common, standardized, best practice business processes county-wide.  Draft policies would be developed during this task and may be sent to the council.  This task would take eight weeks and would cost $59,200.
Part Two
Part Two of the project would develop a quantifiable business case to assist in future decisions to transform business practices.   Total cost of this phase is $446,060 (83 percent of the project).  This phase would be conducted by a consultant firm and King County staff.  The following tasks and deliverables would be produced:

· Consultant Selection.  A consultant would be selected through a request for proposal process and a contract would be developed.  This task would take eight weeks and would cost $22,400.  King County portion would be $22,400; there would be no consultant portion.
· Assessment of Current Operations.  This report would document the county’s current budget, financial, payroll, and human resource operations and business processes.  The report would also assess the effectiveness of current operations and processes; the report would identify cost-savings opportunities by standardizing business practices and centralizing operations.  This task, including project initiation, would take three weeks and would cost $82,920.  King County portion would be $20,400; the consultant portion would be $62,520.
· Evaluation of Operations Alternatives.  This report would evaluate three options for structuring budgeting, financial, payroll and human resource operations.  It would document strengths, weaknesses, and benefits of each of the three options.  This task would take two weeks and would cost $75,720.  King County portion would be $18,400; the consultant portion would be $57,320.Options would be:
1. Maintain the status quo;
2. Implement PeopleSoft software county-wide for human resource and payroll and implement a new financial and budget operations model.
3. Implement PeopleSoft software county-wide for human resource and payroll and implement a new financial and budget operations model that is different than the second option.

· Business Operations Recommendation.  The consultant report would identify a recommended business operations model from the alternatives described above.  This report would justify the recommendation both quantitatively and qualitatively and would provide a transition plan.  This task would take four weeks and would cost $151,440.  King County portion would be $36,800; the consultant portion would be $114,640.
· Business Operations Quantifiable Business Case.  This document would make the quantifiable business case that identifies the return on investment of implementing the recommended business operations model.  This document would contain a cost-benefit analysis and a risk-mitigation plan.  The document would also be endorsed through the information technology governance process.  It would take three weeks to prepare the document and about two months to go through the governance process; it would cost $113,580.  King County portion would be $27,600; the consultant portion would be $85,980.
FINANCIAL ANALYSIS:
The total cost of the project would be $539,500.  As Chart One illustrates, about 17 percent of project money is spent to develop and articulate a vision and goals; about 83 percent of the funds will be used to perform the cost/benefit/risk analysis (quantifiable business case).  
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Staff for this project would consist of the following: 
· Project Manager.  One full-time county project manager located in the Office of Information Resource Management.  Total cost for this position, with benefits, would be $52,000;
· Lead Analysts.  Two part-time leads, one for finance and one for human resources.  These leads would be “loaned” from the finance and human resource divisions and would need to be “back-filled.”  Total cost for these positions, with benefits, would be $75,600.  Total estimate of hours that would need to be backfilled would be 1,680 hours;
· Consultants.   One part-time consultant project manager and three full-time consultants would be hired for a total cost of $320,460; and
· Team Members.  Eight part-time team members from county agencies would work on the project.  Three team members would be from finance offices, three members would be from human resources offices and two would be from budget and policy offices.  Total cost for these positions, with benefits, would be $91,440.  
The project manager, lead analysts and consulting costs for this project could be funded from the $450,000 in FSRP Business Analysis Capital Project Funds already contained in the adopted 2002 budget.  However, there is not currently a detailed plan to “back-fill” the team members.  The finance, human resource and budget offices across the agencies county-wide would need to collectively absorb $89,500 in their budgets to pay for their participation in this project.  The executive has committed that these additional resources would be available.

POLICY ANALYSIS:
The executive’s proposed plan to develop a vision and business case would provide more information to assist in future decisions to streamline the county’s business practices.  The county already received an excellent report assessing the reasons for the FSRP failure and provides a recommendation for moving forward.  The Dye Management Report contains a high-level business case and implementation plan including benefits, costs, risks and risk mitigation strategies for the recommended alternative for moving forward with transforming the county’s business processes.  However, Dye Management Report does not provide a detailed assessment of current business operations and does not contain detailed cost-benefit or return on investment analyses.  The executive’s proposed plan would provide these detailed analyses that would assist decision makers in future decisions to implement projects to transform county business practices. 
Leadership

In addition, the Dye Management Report strongly recommends that the county focus on “Identifying the business need and key performance indicators needed to drive the design and implementation of the program.” And focus on “Assessing leadership’s commitment, readiness and willingness to lead changes that will result from the new program.”  The executive’s proposed business plan would identify the business need for a future projects and would provide additional information for a future leadership decisions to implement new projects.

Business Practices

The executive’s proposed plan is a clear departure in strategy from the former FSRP.  The executive’s proposed plan would review business practices.  This plan would not be another study to determine if particular computer systems or computer software will bring benefits to the county.  The computer and software selection is a subset of the much larger question of standardizing and centralizing business practices and will be done at a future date.  The Dye Management Report found that the county failed in its former FSRP effort in part because it did not understand the justification for the project.  
The county thought that the project was to replace its financial computer systems, as reflected in the project’s name: Financial Systems Replacement Project.  However, the true nature of the project, and any future projects, was transforming business practices county-wide.  The executive’s business case proposal reflects this change in thinking and will look at ways to centralize and standardize business practices at the county that will provide effective and efficient budgeting, financial reporting, payroll and human resource management.
Shared Vision
The Dye Management Report found that FSRP primarily failed in large measure because the project lacked leadership, management and a clear shared vision.  Dye recommended that a consultant lead the establishment and validation of the county’s vision.  The county’s technology and business managers who participate in the IT governance process did not agree with Dye’s recommendation that a consultant was needed.  The SAC endorsed the recommendation that a consultant not be used for the vision establishment.

Budget Component
The executive’s proposed quantifiable business case includes an analysis of budget operations.    The Dye Management Report noted that there was a misperception that FSRP was intended to implement a budget system.  While the original project scope for FSRP included implementation of a budget system, budgeting was later removed from the project’s scope of work.  The proposed business case will conduct all the analyses, including cost-benefit and risk mitigation analyses for budgeting that will be done for the financial, payroll and human resource business practices.  
Reasonableness:
The overall cost of the proposed project appears to be reasonable.  As a comparison, the consultant costs for the Dye Management Report cost $300,000 while the proposed consultant portion of the subject legislation for the business case is $320,460.  
Amendments:  

The business plan does not describe the detail of all capabilities of future projects.  Councilmembers have expressed an interest in having the capability to conduct analyses that distinguish between local and countywide revenues and expenditures (including budgeting).  An amendment has been drafted to ensure that this capability is analyzed and the associated costs estimated.
The Dye Management Report found with FSRP “There does not appear to be a well-defined method or process for tracking and reporting project spending.  Status reports contained some budgetary numbers but is was unclear whether costs were complete.  Costs did not appear to be tracked by program/project goals, objectives, deliverables, or milestones.”  The Dye Management Report recommended collecting and disseminating performance measures.  Performance measures may be used to judge whether future projects meet their vision and goals.  Neither the vision or business plan work plans contain a task that would develop performance measures as part of the executive’s proposed quantifiable business case project.  The committee may wish to add a task to the vision and goals work plan to develop performance measures.  A proposed amendment to add performance measurement development to the vision and goals work plan is attached for the committee’s consideration.
INVITED:

Paul Tanaka, County Administrative Officer and Business Case Sponsor

David Martinez, Chief Information Officer, Office of Information Resource Management
Bob Cowan, Manager of Finance and Business Operations Division, Department of Executive Services

ATTACHMENTS:


1. Amendment to Add Local and Countywide Revenue/Expenditure Capabilities

2. Amendment to Add the Development Performance Measures to the Vision and Goals Work Plan
3. Proposed Ordinance 2002-0209 with attachments A & B

4. Executive Transmittal Letter, dated May 2, 2002
5. Proposed Project Budget
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