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CHAPTER I  
 

 

INTRODUCTION  
 

For many years now counties in Texas have focused on choosing a financial 

software system that meets their ñaccounting needsò and doesnôt truly focus on 

their particular business, reporting and information-collecting needs, and is based 

on industry-standard best practices.  Over the past several years the financial 

summary and information-gathering requirements of governmental entities has 

rapidly changed, and financial software packages that address these unique 

concerns have become increasingly available.  Enterprise resource planning (ERP) 

software today encompasses all the functionalities of a fully integrated financial 

system, from accounting to warehousing in one package.  Financial needs that can 

be served by software packages that are in the market include general ledger, 

procurement, asset management, cash management, budget development, outside 

reporting, fund accounting, year-end accounting, personnel management, cost 

allocations, multiple bank account requirements, project accounting, grant 

monitoring, customer relationships, and inter-fund activity.  Today it is easier for 

elected officials and department heads to find software that is responsive to the 

specialized needs of their county structure.  All counties need the sophistication, 

but the organization needs to be sure that it can handle a complex system. 
 

Counties in Texas have unique reporting and information gathering needs 

today, which have the tendency to change every two years.  Before buying 

software for a county it is important to evaluate various software packages to make 

sure those unique needs are properly addressed.  Therefore, it is critical that the 

County perform an in-depth needs assessment. 
 

There's an old saying, ñIf you ask the wrong question, you're likely to get the 

wrong answer.ò  That certainly applies when a County is evaluating which 

financial software product is the best. The fact is there is no best. There is no single 

product that suits everyone's needs, but there are probably several that will suit a 

Countyôs specific requirements. So, since the problem is matching software 

products with a user, the correct question is: ñHow should I go about finding the 

packages that are right for my County and that fit our business practices?ò 
 

When it comes to financial software, the search begins by examining the 

entityôs needs, current business practices, and anticipation for the future.  The 

County needs to define its business practices and needs in detail so that all 

understand clearly of where the project needs to go.  While financial reporting has 

been a critical need in the past many software packages are available which will 

allow not only for standard reporting but also ad hoc and on-the-fly reports to be 

generated.  But, the reporting process is tightly connected to the needs assessment.  

The county will also have to come to terms with deciding if it is looking for 
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software to be a tool or if it is looking for a software company to be a technology 

partner.  Because financial software contains hundreds - if not thousands - of 

features, this may seem like an overwhelming task.  The County will need to be 

prepared to be able to internally evaluate both the products' features and the 

vendors behind the products, or to hire consultants to come in help in the process.  

While such assessments are not exactly easy, they are not overly difficult, because 

only a handful of features are critical to making the right choice.  Features will 

change depending on a countyôs internal capabilities, available funding and 

politics.  Some of the features that would probably be at the top of the list for all 

would be: 

 Vendor expertise 

 Vendor support 

 Vendor services 

 Financial management capability 

 Financial reporting capability 

 Managerial capability 

 Client/server architecture 

 Capability to interface with 3
rd
 party software 

 Hardware requirements 

 Implementation requirements 

 Pricing methodology 
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CHAPTER II  
 

WHO ARE  THE PLAYERS? 

 

Many ERP projects fail to meet their intended purpose, and/or experience 

time and budgetary overages.  And, what is strange about County government is 

that the failure for financial issues never seems to roll downhill ï it usually stays at 

the top.  What can be done to insure that a project will culminate in victory and not 

death? 
 

 A good question, of course, but then there is no solid answer.  I am always 

reminded when this question comes up of an anecdote from Sam Clements ñLife 

on the Mississippi.ò  It seems a transport barge was moving down the Mississippi 

River and it was pushing another barge in front of it.  Maneuvering down the 

Mississippi was a difficult project in and of itself, let alone pushing another barge 

in front of it.  One night as the barge neared Hannibal, Missouri the Captain of the 

barge put ashore and sent word that he needed a river pilot to help him steer 

through the fog and sand bars.  Shortly a young man came to barge ï sleep still in 

his eyes ï carrying his book of notes and his twaining rope.  The Captain was 

alarmed at the young manôs seemingly youthful appearance and barked at him ñDo 

you know where all the hazards are young man?ò  Sam responded, ñNo sir ï I 

donôt.ò as he began to open his notes. 

 ñThen how the hell do you plan to get us down river tonight?ò asked the 

Captain. 

 ñWell, that is simple, sir, I know where they arenôt.ò 
 

Understanding the problems that may lie ahead is critical to any financial 

system implementation.  There are several reasons for failure many of which seem 

out of our control at the time, but in reality they can be anticipated for example: 

 Inexperienced in project management 

 Inability to hold the vendor accountable 

 Unrealistic time line 

 Inability to perform knowledge transfer 

 Excessive modifications 

 Inadequate training 

 Unprepared for change management 

Additional reasons are set out in Attachment D 

 

 Probably the one reason for failure that is most often listed is failure on the 

part of the entity to commit the best and brightest to the project.  The 

implementation of a new financial system has more hazards lurking in the wings 

than Sam could ever imagine of being present in the river.  One has to identify 

those hazards and possible mistakes in the beginning and preparing for them when 
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they occur, or better yet pulling their fuse before it is allowed to be lit.  Sam had 

notes ï he had been there before ï he was prepared for any eventuality.  But, we 

should never attempt this arduous task on our own ï there are many others who are 

stake holders in this process and then there are the pathfinders who have already 

gone before and mapped some of the hazards.  What they could not anticipate was 

the local climate.  So let us identify some who need to join in this effort and to 

commit assistance. 

 

Auditorôs Office 

 All the staff in the county auditorôs office needs to be assessed as 
to their ability to assist in the selection process and the 

implementation.  They all need to be on board once the decision to 

go forward has been arrived at.  There should not be any nay 

sayers. 
 

Commissionersô Court 

 All the members need to be aware of the needs of the county and 

they should all be allowed to participate in the assessment and at 

the least to be apprised of the assessment when it is complete.  The 

Court is the entity that will eventually provide the financing for 

the project and they should be informed as to what hazards lay 

ahead.  But, most of all they should know the reason for the 

county to have to make a change. 
 

Purchasing 

 One of the major modules in any financing package is the 

procurement module and one of the duties of purchasing is the 

issuance and monitoring of the Request for Proposal (RFP).  

Purchasing needs to be involved from the get-go.  Purchasing will 

be one of the offices responsible for evaluating responses and for 

the development of a contract. 
 

Treasury 

 In every county the development of financial needs will 

automatically lead to cash receipts, deposits, cash disbursements, 

accounts receivable and accounts payable as well as trust funds, 

credit cards, ACH, direct deposit, wires, and other forms of 

electronic payments and banking.  The treasury module(s) will be 

important to everyone and therefore someone representing the 

treasury function needs to be included in all discussions. 
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Fee Offices 

 Along with the treasury involvement are the fee offices.  There 

needs to be a lot discussion and involvement by this group due to 

the fact that they will be the ones that will use several of the 

modules on a continuous basis.  And, these will be the offices that 

encounter the greatest change in their business practices ï and for 

once you want to try and standardized many of the practices 

across the county. 
 

Consultants 

 If in the development stage it is foreseen that there is not 

currently within the county staffing adequate personnel to tackle 

the program, then it will well worth the countyôs time to bring a 

consultant on board to assist the technology assessment committee 

(TAC) in each of the phases.  And purchasing as well as the TAC 

will need legal advice on different issues and the best time to have 

an attorney involved with the program is in the beginning ï 

always time well spent. 
 

Others 

 Then there are others that need to be considered as you go 

forward ï budget, human resources, payroll, judicial ï many will 

not be physically present, but their needs and responsibilities in 

the process need to be taken into consideration ï i.e. district 

judges, district attorney, county court at law judges, community 

supervision, the constituents, the customers, and last the vendors. 
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CHAPTER III  

 

Buy, Build, or Somewhere In Between 
 

Introduction  

There are several options available to most governments as to what the 

shape their financial system will take.  The majority of the vendors today have 

gravitated to the Enterprise Resource Planning (ERP) management system.  

Governmental entities considering the implementation of an ERP management 

system are often faced with the decision of purchasing a packaged solution or 

building their own custom application.  Both choices have their pros and cons.  A 

decision that favors either route depends on a number of factors whose influence 

on the decision process varies between governmental entities.  As a result, there is 

no golden rule that can help governments choose one route over the other.  

Whatever the route, governments generally inherit all that is good and bad about 

that option and are subsequently excluded from the good and bad of the alternative.  

Furthermore, once embarking on a route it is difficult and expensive to change 

course.  
 

The decision factors that governmental entities have to weigh out in the 

build versus buy debate are many and there are venues that each will need to 

explore and in the search the answer will probably lay somewhere between build or 

buy ï but one has to seek the best solution. 

 

 

Background 

Prior to the advent of packaged software, governmental entities wishing to 

implement software solutions had no choice but to build a custom application that 

met their needs ï and many times that construction took place on main frames.  

This situation changed in the nineteen eighties as software developers realized the 

commercial opportunity in developing applications that addressed the common 

processes and needs of many governmental entities.  Since then, the software 

industry has seen the continuous return of the build versus buy debate and vendors 

in both camps periodically switch sides, depending on which option enjoys the 

strongest support and has the greatest potential to drive increased revenues at the 

time.  
 

During the nineteen nineties, accelerated technology advancement in the 

market increased the number of business applications and core building blocks 

available in the market.  While this resulted in greater choice for customers, it also 

led to greater confusion and complexity.  Still, these options did little to squelch 

the build versus buy debate.  Now, instead of buying the technology stack and 

applications of a single vendor, customers were deciding on a level of vendor-
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centricity and augmenting this with other best-of-breed packaged solutions.  If 

anything, this only increased the number of arguments instead of improving the 

customersô ability to take advantage of the benefits of both camps.  
 

For sake of brevity, this discussion is going to refrain from delving too 

deeply into the differences between these options.  Fully explaining both sides of 

every option and comparing them against one another will take too long and in all 

likelihood will just fuel an ongoing argument.  Instead, the focus will only be on 

the basic options which all other options fall under to a lesser or greater degree: 

build or buyðpackaged solutions versus custom applications.  This discussion will 

attempt to illustrate the benefits and abilities of new emerging technologies that 

offer a more ñmiddle of the roadò approach that should benefit all.  

 

 

Buy (Packaged Solution) 

The advantage of the buy strategy is that, in theory, a package will enable 

the government to go live with broad functionality in a short period.  This is 

primarily because the vendor has already developed the functionality and because 

it is easier to plan an implementation timetable.  
 

Post-implementation factors also have to be taken into consideration.  When 

purchasing a package solution and outsourcing the implementation, the customer 

is, in effect, shifting several aspects of risk.  Generally the subject of risk is 

associated only with the implementation.  Yet, in the long run, what is being noted 

in the market place is customers are also exempting themselves from the task of 

maintenance, effectively placing the responsibility and cost for keeping abreast of 

technological advancement and market trends on the vendor.  Though leaving the 

vendor responsible for technological advancement can be a risk in itself, the 

buyerôs risk is far reduced.  
 

These factors, combined with the fact that the majority of resources engaged 

for implementation are outsourced, makes packaged solutions easier to budget for 

and appear cheaper on paper.  The level of control, accountability and reduced risk 

makes for an attractive proposition when compared with custom development.  

Generally, it is difficult if not near impossible to enjoy all of these benefits when it 

comes to building custom applications, in-house or outsourced.  
 

However, for all these positives, packaged solutions also have their drawbacks.  

The most well known of these is that packaged solutions: 

 are never exactly tailored to meet all customer needs,  

 customers almost always end up purchasing and paying for more 

functionality than they actually need, 

 customer complains that their total cost of ownership (TCO) is higher than 

expected for the smaller portion of functionality they actually use 
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 Implementation teams have a tendency to change (adds to time to the 

process) 

 Customization generates unanticipated costs 
 

For the most part these complaints are valid and expected.  Packaged solutions, 

by definition, strive to be a "one-size-fits-all" solution.  They are, therefore, 

designed to fit the broadest set of requirements and are void of industry or sector 

specific functionality.  Obtaining these enhancements often drives up cost 

significantly, resulting in a cost to functionality ratio that is difficult to justify.  

However, in some instances where vendors recognize that an enhancement will 

have broad appeal in their customer base, they will include the feature or 

functionality in the implementation at a much-reduced cost.  While this was rare 

twenty years ago we are now seeing a greater interest by vendors in the public 

sector.  Governments with shallow pockets soon learn that they are at the mercy of 

the vendor when it comes to special programming requests.  
 

It is then that customers wish they had taken the build route.  They start to seek 

alternative packaged solutions or reconsider the build option with the intention of 

integrating the new solution to their existing system.  Integration is, however, not 

always possible and often carries a heavy price tag especially when proprietary 

technologies, such as electronic data interchange (EDI), are involved.  Integration 

also has the nasty side effect of increasing the costs of future upgrades, since 

changes in any part of a system may cause the integration layer to no longer 

operate as initially designed.  A simple addition or modification to a field may 

cause exceptions and even result in data corruption.  The total cost of ownership is, 

therefore, forced higher, flexibility is reduced and often it may have been a cheaper 

long-term decision to have the main vendor develop the special requirements from 

the onset.  
 

Understandably, this situation is undesirable from the customersô perspective 

and often leads to tensions in the relationship or worse, a general disillusionment 

with ERP as a whole.  The customer expects to purchase a packaged solution free 

from the constraints of the vendor and retain the ability to develop deep industry or 

sector specific functionality that will improve their overall development of 

customer relations, increase efficiency, reporting and productivityðall the items 

for which they bought an ERP system in the first place.  

 

 

Build (Custom Application) 

In the face of advanced packaged solutions, support for building custom 

applications has waned but did not die a silent death, and it is, therefore, still 

possible to find governmental entities that prefer to build their applications.  When 

asked why they prefer this route, the answer most commonly given is: 
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"When we surveyed the market, we did not find a packaged solution 

that met all of our business requirements or could integrate to the 

existing systems."  
 

The key advantage of the build option is that governmental entities can 

create applications that match 100 percent of the nuances particular to government 

ï and in Texas our business processes have a tendency to have to change every two 

years.  Most custom applications are also more closely aligned with user 

requirements, and therefore increase usability, reduce training, and generally 

promote the user experience and level of satisfaction with the system.  

The additional advantage is that governmental entities only develop the 

functionality they require and are, therefore, not paying for features or 

enhancements for which they do not have a use.  This comes with the added 

benefit of not having to pay ongoing annual license fees (ALF).  Object-orientated 

development techniques that enable a building block approach to creating 

applications have significantly reduced development time-scales.  These factors, 

combined with cost-effective, coding shops, have in many cases taken the shine off 

packaged solutions.  The result being that the build option is once again enjoying a 

rise in popularity.  

 

 

Now, for the Bad News.  

As mentioned in the previous section, it is difficult to accurately place a 

timeline on custom development initiatives.  Estimation of project duration and 

costs is, therefore, often speculative.  Functionality must be built from scratch, and 

project scope and process modeling need to be completed and understood before 

development begins.  Getting either of these wrong may result in significant 

overruns to timelines and budgets.  
 

Governmental entities that select the build route also assume the risks of 

implementation, maintenance, and have the responsibility for keeping abreast of 

technological advancement and market trends.  Failing to do the latter may often 

result in the custom system being rendered inept from technical and business 

perspectives.  When this happens, the result is often a scrapping of millions of 

dollars in labor in favor of a packaged solution that can be quickly implemented in 

order to avoid market fallout.  So the argument for and against either option is ñsix 

of one, half a dozen of the otherò.  Both routes offer great benefits, but without any 

ability to reduce or eliminate their negative qualities.  What governments need is 

the ability to leverage the pros of both build and buy options while being able to 

avoid the negative qualities.  They really need something in between.  
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Somewhere In Between 

Does such a place really exist?  Yes, new technologies have emerged that are 

widely considered to be sufficiently mature as technology platforms that can be 

used for development and solving business problems.  These technologies include: 

 Extensible mark-up language (XML) 

 Managed code realized in Sun J2EE and Microsoft .NET 

 Component architectures  

 Full Web based architecture 

 Data Warehousing 

 On Line Analytical Processing (OLAP) 

 Artificial Intelligence (AI) 

 Business Intelligence (BI) 

 Geographical Information Systems (GIS) 

 Enterprise Performance Management (EPM) 

 Customer Relationship Management (CRM) 
 

Leading vendors of packaged solutions have already incorporated many of 

these key technologies into their product offerings, resulting in what can be 

described as a system and platform providing the best of both the build or buy 

strategies.  Ironically, the drive behind providing customers with this choice has 

not been due to the problems described previously.  Instead, the driver has come 

from the customersô demand for collaborative commerce (c-commerce).  
 

C-commerce involves collaborative, electronically-enabled, business integration 

among a governmentôs internal financial personnel, departments, inter-local 

arrangements with business partners, and customers throughout a community.  C-

commerce is made possible by means of ERP II, which is the next iteration in the 

evolution of resource-planning systems.  ERP II adapts ERP functionality, 

technology, and architecture to enable the deployment and interoperation of 

enterprise applications both internal and external to the virtual boundaries of the 

enterprise network.  
 

The demand for "something in between" combined with the new environmental 

requirements and demands of c-commerce and e-commerce has had the following 

effect on vendors.  It has made them aware that it is impossible for any single ERP 

vendor to develop packaged solutions that cater to the thousands of imaginable 

business applications that will deliver governmental specific functionality in all 

vertical applications while continuing to assimilate applications and functionality 

in the core processes.  However, in order for vendors to qualify for entry to the 

ERP II arena, they are required to provide customers with a way to create what 

many call "next generation" applications.  These factors demand change to the 

functionality, architecture, and data of resource planning systems to accommodate 

the characteristics of "next generation" applications that will: 
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 make extensive use of existing enterprise applications and business logic as 

a business process infrastructure ï just what is required 

 make significant use of freely available, open, and standard based 

integration and connectivity resources, 

 have a small technological footprint relative to the core technology stack or 

core applications 
 

Resource planning systems that enable ERP II deployment capabilities are 

finally helping governments to realize the "somewhere in between."  They give 

governments the basic functionality for which ERP is known, while enabling an 

extension or expansion in functionality from this position.  Furthermore, they give 

the governmental entity the agility and flexibility to develop (build) or choose 

other best-of-breed vendors (buy), and so craft a system that can be easily adapted 

to business requirements and next generation applications.  

 

Conclusion 

ERP II helps customers drive business change and innovation while 

reducing IT costs and complexities.  Going forward, governments that incorporate 

an ERP II strategy will be better positioned to focus on their vertical strategies 

through increased, deep, industry specific functionality or any unique functionality 

to the government.  As momentum grows, traditional core functionality will 

increasingly be viewed as a commodity.  Next generation applications will 

undoubtedly become nothing less than the future of enterprise software.  As we 

move into this era, governments will be increasingly forced to rethink some of its 

conventional wisdoms and traditional approaches to application development.  

From the limited scope of this discussion, perhaps the most important of these is 

the ñ80/20 principleò.  This principle advocates that nearly 80 percent of any 

custom development effort is focused on overcoming historical problems related to 

core technologies, data access, security, query, and user interface.  The remaining 

20 percent is spent on actually developing the business end of the solution and 

focused on needs for tomorrow and tomorrow.  These new technologies and ERP 

II compliant systems reverse this principle so that 80 percent of the development 

time can be focused on developing the business processes for tomorrow.  The 

result should be custom business solutions built on the business logic inherent to 

packaged solutions that more accurately meet both the business and user 

requirements.  
 

Resources: 
Peter Cass, ñSoftware A Terrible Thing To Waste,ò CFO IT (October 15, 2002) 

G. Pleasants and B. Hayes, ñFinancial Application Choice is Irrelevant in Achieving World Class 

Performance,ò Hackett Perspective (April 30, 2004) 
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CHAPTER IV  
 

The Decision Making Process 
 

Introduction  

The strategy for finding the right financial software for a county is to 

understand how the county functions and how many parts are related, or should be 

related. 
 

 SHOPPING FOR FINANCIAL SOFTWARE is difficult. The software must 

be just the right size, it shouldn't contain more or fewer features than you 

need and you should feel secure that its publisher will be able to provide 

upgrades, fix bugs as needed and provide timely training on a continuous 

basis. 
 

 IT'S NOT ENOUGH TO EXAMINE the package's specifications and 

understand its myriad features; you must have both a comprehensive and 

intimate understanding of your organization's business operations and the 

various processes that it uses. 
 

 IF THE COUNTY DOES ITS JOB CORRECTLY and diligently, it will 

discover it is developing a far more comprehensive and detailed picture of 

the countyôs financial relationships than were imagined, and which will give 

management the opportunity to create a financial structure that will allow the 

county to function more efficiently.  For the analysis function will not only 

identify current needs, but also future requirements ï and the needs 

assessment will develop the goals that the county will set its sights on. 
 

 First time shoppers for a fully integrated financial system when asked to put 

down their ten basic criteria usually list the criteria as follows in order of 

importance: 
 

1. Functionality of the software 
 

2. The price of the system 
 

3. Ability of the software to integrate with other business needs 
 

4. Ability of the software to function with the existing hardware 
 

5. Ease of implementation of the software 
 

6. Quality of the documentation 
 

7. Is the software user friendly 
 

8. Will the software grow as your system matures 
 

9. The vendorôs track record for performance (with confirmations) 
 

10. The level of support to be provided by the vendor 
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However, when a government is contacted that has been through the process 

on several occasions they will usually alter the order of importance as follows: 
 

1. The level of support to be provided by the vendor 
 

2. The vendorôs track record for performance (with confirmation) 
 

3. The softwareôs ability to fit the Countyôs needs 
 

4. Growth potential of the software 
 

5. Cost of the software ï cost of modifications ï cost of annual maintenance 
 

6. Quality of vendor documentation 
 

7. Functionality of the software 
 

8. Ease of use (i.e. training of current employees ï training of new employees) 
 

9. Ease of implementation of the new system (transfer of files) 
 

10. Existing hardware and software are compatible. 
 

It is important that the County examines itself carefully and put its priorities 

in order and as one can see the order of priority has changed from internal 

functionality to external support.  And, as mentioned earlier the County needs to 

evaluate whether it is looking for a tool, a technology partner ï or both. 
 

In addition there are many other questions that one needs to make sure are 

answered related to the decision.  One county in Texas listed some 3,019 issues in 

their Request for Proposal when looking for a partner to provide their financial 

software.  And, another listed some 752, but both failed to ask: 

 Does the software provide customization tools? 

 Is the vendor financially sound and reliable, and can it provide the technical 

resources my organization will need? 

 Can the product deliver the type of financial reporting I require? 

 Will the underlying technology meet my current and future needs? 

 Is the product's account-number structure suitable for my business? 

 Since e-business has become so important, does the package provide Web 

integration? 

 Can it handle foreign currency? 

 What is the time frame for installation and implementation? 

 Will it provide Grants management? 

 Can it handle both project accounting and work order accounting? 

 Can it handle electronic signatures?  

 Can it provide trust funds management?  

 Can it handle electronic banking? 

 Can it handle cost allocation at various levels?  
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The Decision Making Process 

One of the most challenging tasks a county can face is the selection of a 

financial software package that matches the needs of the county.  The product must 

be just right: It shouldn't contain more features than needed (which adds to its cost 

and makes it more complicated and difficult to use), it should incorporate features 

that streamline the operation of the county and it should be easy enough to 

customize to the unique business needs of the county ï the software shouldnôt 

require departments to take on more manual accounting operations to compensate 

for the software's limitations. Finally, the county should feel confident during the 

many years that the software is in service that its publisher will be able to provide 

upgrades and modifications as needed. 
 

To be able to recognize the right product and therefore the right vendor, the 

County first must have both a comprehensive and intimate understanding of the 

organizational structure, workforce allocations and financial operations.  

Understanding the various business processes that are being used and how they 

translate into business "solutions" - the industry term for how the software will 

handle tasks such as payroll, procurement, banking, inventory, accounts payable 

and budgeting.  And for some counties, that will include tracking and managing 

employees' work hours and related benefit hours, as well as construction projects 

and long term financial projects. 
 

As you can appreciate, such a search is not an afternoon assignment.  It often 

takes months of arduous research and evaluation.  But there is a bright side to this 

effort:  If a county does the job diligently, it will discover that it is developing a 

panoramic picture of its organization that is far more comprehensive and detailed 

than was originally imagined.  In the process the County will see how its various 

business processes interlace, or don't interlace, with one another.  Those insights 

will provide the County with the opportunity to redesign current processes that, in 

the long run, will make the County run smoother and more efficiently.  It should 

also be considered that the County will need to evaluate its current business 

practices.  To alter software to conform to current processes is a lot more 

expensive than changing the current culture. 
 

You're probably thinking, "But I thought today's financial software was so 

smart that it could adapt to run any kind of business?" 
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There's some truth to that statement, but that's not the whole story.  Even 

today's $49 accounting software is "smarter" and, given its capabilities, far less 

expensive than the most sophisticated packages of a generation ago, whose one and 

only job was to keep a set of self-balancing books.  But price notwithstanding, 

users expect today's financial software for governments to do more than just 

bookkeeping.  Loaded into the latest packages are hundreds, if not thousands, of 

sophisticated solutions capable of fully running a multitude of the financial 

processes of a county.  Since each software product has its own unique set of 

solutions, in addition to basic bookkeeping--which remains common to all 

financial software--it's not hard to understand why the search for the right product - 

one that matches solutions to your needs - is so complicated. 
 

One of the biggest reasons that the implementation of new financial software 

fails today is modification ï modifying a system to function the way the old one 

functioned.  The second biggest reason is the opposition to change management.  

Third is the customerôs failure to have a well trained implementation team with a 

qualified project leader.  And, fourth is failure to provide continued education ï 

training. 
 

Another reason why the selection process is so important: Fully installing a 

new financial system is expensive and requires many hours of management's and 

your technology staff's time.  Personnel need to be dedicated to the project from 

start to finish ï and continuing education programs need to be established within 

the County to insure that end users are able to get the maximum benefits out of the 

system.  If the County later learns the product is not up to the job, it will find itself 

faced with having to repeat the whole process.  So the County wants to get it right 

ï The First Time!  None of us need to be reminded how highly charged the 

political environment is that we work in.  In the selection process a County needs 

to be sure that all departments have an opportunity to participate and to be part of 

the implementation.  You want everyone to be on the same cart when the wheels 

begin to fall off, and therefore, they can be part of the problem as well as part of 

the solution 
 

It is interesting to note that in many counties that have moved towards 

electronic processing of financial information that as time goes by, the software 

and the organization tend to accommodate each other - that is, management 

customizes the product to better suit its needs, while at other times, we see various 

departments readjust their business processes to either compensate for the product's 

shortcomings or take advantage of the software's better way of undertaking a 

business process.  At better-run counties that have successfully implemented well-

matched software to begin with, most of the adjustments result in streamlined and 

automated operations.  In counties that seem to have implemented ill-fitting 

software, more of the tinkering to accommodate software deficiencies results in 
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slower and more manual accounting processes. And the county does not benefit 

from many of the financial benefits available in modern software.  In effect the 

county has become a slave to the software. If truth be told, many counties are 

either fully or partly enslaved by their accounting software, which is why installing 

a new system is an opportunity to redesign the way that we do business. 

 

 

Steps To Follow In The Decision Process 

When you're ready to determine which financial software product best suits 

your countyôs needs, these steps provide a framework to be built on to insure that a 

successful search, installation and implementation occur. 
 

1. Establish a Steering Committee:  This first step is a must.  The Steering 

Committeeôs job is to oversee the entire operation--from specifying the 

product to final implementation.  The Steering Committee team should be 

recruited from every department so the needs of every part of the County are 

considered.  However, in order to work efficiently with the vendors, there 

should be an executive management committee created from within the 

Steering Committee which is made up of four to six members.  This may 

mean creating subcommittees that report to the management committee.  

The management committee should include a member of the commissionersô 

court, a member of the county auditorôs office, a representative from the 

information services department, the county treasurer, a representative from 

the criminal justice information system and possibly a representative from 

the tax assessor-collectorôs office.  And, as we will see it may be advisable 

to include a consultant. 
 

Note: Be aware that when faced with a project as large 

and technical as selecting new financial software, some 

managers try to avoid being involved because they feel 

insecure about technology.  As a result, they may try to 

shift key decisions to the technical staff.  There's no 

doubt the IT staff should be fully involved, but since 

techies are not financial managers, their counsel should 

be limited to the technology itself. 
 

 The Government Finance Officerôs Association (GFOA) recommends that 

the steering committee should establish a ñProject Charterò (see Attachment E). 

 

2. Prepare a ñneeds assessment:ò This requires the inclusion of a lot of staff 

from all offices for a considerable period of time.  The Countyôs ñproject 

managerò should be the moderator of the meetings and provide for each 

function that is going to be considered to be addressed in a committee setting 

where everyone is comfortable speaking their mind and all ideas are worth 
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being developed ï as to be kept or thrown.  The functions that may be 

considered are: 

 Fund Acctg./General Ledger Asset Management 

 Cashiering Accounts Receivable 

 Procurement Accounts Payable 

 Project Accounting Cost Allocation 

 Grant Accounting Warehouse Inventory Management 

 Budget Development Personnel Administration 

 Payroll Position Control 

 Time and Leave Reporting Benefits Administration 

 Applicant Services Classification and Compensation 

 Employee Self-Service Training 

 Reporting 
 

Each office needs to have their needs met ï maybe not 100% - but changing 

business practices will allow some do more with less. It should include all 

the functions of their office that affects either directly or indirectly a 

financial process of the county.  Then have them separate the list of tasks 

into mission-critical (there is an economic impact if this task is not done) 

and those that are not mission-critical (it would be nice if it was available, 

but it has no major impact on the department, the department can continue to 

function as is).  The needs assessment will develop deliverables that are 

requirements (See Attachment B and C for examples). 

 

3. Flow charting:  Each office should be asked to come to their meeting(s) 

with their office functions listed and if at all possible to prepare flowcharts 

to diagram how they perform those tasks--that is, the step-by-step processes 

for making decisions and the steps required for each action.  In other words, 

you want a panoramic, full-dimensional map that shows how paperwork, 

information and decisions flow through the organization - or even how they 

get bottled up.  The more detailed the flowcharts, the better you will be able 

to see how, or whether, a modern financial software program can handle 

many of these duties.   
 

During this analysis have the managers gather samples of every form 

(checks, receipts, invoices, purchase orders, payment authorizations, 

reimbursement requests, etc.) and every report the current software 

produces, and those reports that have to be prepared manually.  Don't forget 

all those systems outside your financial software that handle supplemental 

duties: spreadsheet reports and analyses and word-processing documents.  

The analysis likely will determine that some are not needed, but many of the 

necessary ones probably can be integrated into the new financial system. 
 



  25 

4. Requirements Definition - From the flow charting process the County will 

be able to develop a requirements definition - a detailed document that 

defines what each department needs from a financial software application.  

This document is the passport to a successful project.  Don't try to make a 

purchasing decision without it.  A well organized requirements definition 

will assist the County in: 

 Matching a system to the real world 

 Identifying user controls and freedoms that will be required 

 Developing consistency and standards for the system 

 Designating those areas where the system can assist in error 

prevention 

 Defining those aspects of the system where recognition is required 

and not just recall 

 Assuring that flexibility and efficiency of use is incorporated 

 Developing error recovery, and 

 Insuring that help menus are designed to help the user 

 

4. Consider engaging an independent consultant.  After seeing how much 

time and effort must go into preparing a requirements definition and 

depending on how much time you have available and your technical 

resources, you may decide now that the project is beyond your capability.  In 

that case, engaging a consultant is a wise choice.  You will want someone 

familiar with your industry to prepare the requirements analysis and to help 

you make the final selection. 
 

Note: Be sure that the consultant is not connected to any 

specific software vendor or you'll be getting a biased 

sales pitch rather than an independent product 

assessment.  Once you've made your product selection, 

you want a consultant who is familiar with, and even 

close to the vendor and has installed and implemented its 

software several times. 

 

5. Talk with the Countyôs current vendor.  Unless you're unhappy with the 

Countyôs current financial software vendor, now's the time to see whether 

your current software product, or an update of it, plus some well-focused 

training, can spare you from having to go though the expensive and arduous 

task of buying and installing new software. The key to making that 

determination is the analysis you just went through.  Present that detailed 

analysis to the vendor and see whether an upgrade will meet the countyôs 

needs.  Assuming an upgrade is not the answer, you've now reached the 

point where the Steering Committee must select candidates that is, 
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vendors/products that approximately fit the countyôs needs based on your 

organization's size and complexity. 

 

6. Prepare a formal request (RFP):  A proposal that would delineate each 

area of functionality that the vendors are to respond to as well as other 

questions for them to answer.  Be sure as many vendors as possible are 

invited to participate, and donôt discount those vendors who wish to 

collaborate jointly on the proposal. 
 

Note: Today it doesnôt make much sense to ask for a price 

quote until you have selected a vendor.  If you take a product 

right off the shelf without any modifications there is a standard 

price.  But once you start modifying the existing programs the 

price will change.  Also, one has to understand what is standard 

for one vendor is an add-on for another.  The price tag is only 

part of the product's real cost.  Other expenses, including 

maintenance and the long-term cost of operating the product, 

make up a significant portion of the full cost.  Another factor 

that drives the total cost of a product is implementation--the 

expenditure, in dollars and in time--of loading the software and 

creating the appropriate data links and mapping pathways for 

the data to travel. Again, there is a relationship between a 

product's complexity and its implementation cost.  In addition, 

accounting software carries with it an annual maintenance fee 

that ranges from 10% to 20% of the retail price. 
 

Remember - Governmental financial software is designed to 

meet the general needs of the industry that uses fund accounting 

and financial management systems.  The market is divided, 

more or less arbitrarily, into four groups: 
 

 Entry-level (Entry) software is designed for smaller not-for-profit - 

those with revenues of less than $10 million and with up to 99 

employees. And, not more than 20 simultaneous users on the system 

at the same time.  It's estimated there are about 20 million non-profit 

entities in the country fitting this profile. 
 

 Software for small to medium not-for-profit is engineered for entities 

with revenues $10 million to $100 million and no more than 1,000 

employees.  And, there are no more than 100 concurrent users on the 

system at any one time.  It is estimated that there are about 8 million 

not-for-profit entities that fit this profile. 
 

 Small to medium enterprise (SME) software is designed for 

organizations with revenues of up to $500 million and as many as 



  27 

5,000 employees with 1,500 concurrent users.  Some 400,000 not-

for-profit entities are estimated to make up this category. 
 

 Enterprise resource planning (ERP) software is for the largest 

governmental and not-for-profit entities with revenues exceeding 

$500 million and more than 5,000 employees, and more than 1,500 

concurrent users. An estimated 80,000 entities fit this profile. 
 

If your Countyôs financial needs are complex, you may want to choose a 

software product one step up in order to insure maximum flexibility.  

Likewise, if your countyôs financial needs are relatively basic, you may 

be able to drop down a size.  The County will save money if you can use 

a product in a lower category.  Recognize that a lower-category product 

has fewer features, but your analysis may show you don't need those 

missing features. 
 

The reverse is true for a higher category product.  Generally, the higher 

the category, the more capabilities and features you have - such as 

workflow, imaging, business intelligence and sophisticated analytical and 

accounting functions.  It follows that the higher the category, the larger 

the initial and long-term costs. 
 

Be aware, too, that if the County selects a product with too little 

capability, it will usually have to recruit other applications, such as Excel 

and Access, to perform tasks the accounting software can't handle. Such 

fill -in resources are called "renegade" systems, and in the long run, they 

cost more to operate than systems built into the accounting software.  

That's because data usually have to be reentered into the fill in resources, 

and that can cause errors and duplications.  It's estimated the annual cost 

of running renegade applications rises exponentially as the complexity of 

the accounting software they support increases. 
 

7. Evaluation:   Once all the responses are in they will need to be evaluated so 

that all can be placed on a comparative platform.  List product features.  The 

Steering Committeeôs list of features should prioritize those that are 

ñrequiredò those that are ñneededò and those that the county could function 

without.  In addition, Steering Committee members should talk to others in 

their particular area of functionality - even those in other states - and ask 

how they might assess a financial product.  So that the products can be 

evaluated side by side, consider preparing a spreadsheet matrix listing key 

information for each functional aspect.  For example, your spreadsheet 

might include information on budgeting, accounting, human resources, 

payroll, bar coding, customization capabilities, implementation, etc.  Focus 

on the most important capabilities; don't be sidetracked by insignificant 

shortcomings.  This matrix also will allow the county to share information 
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with others in the organization that may be able to provide input into the 

ultimate decision.  It will also allow vendors to better understand questions 

that the county poses in attempting to clarify vendor responses. (Remember: 

a ñnot available at this timeò response to a functionality question should be 

placed as a ñNoò in the response matrix.)  Be prepared that a vendor will 

need to include software from a third party ï is third party software going to 

be accepted and if so at what level. 
 

In addition, add to the matrix a list of the features and facts that impress you 

about the software vendor and the product.  For example: mention key 

awards the product received; or, the fact that the company provides great 

support; or, describe an outstanding feature particularly beneficial to the 

county.  Donôt forget the training function ï this is one area that you will 

need constant support for. 
 

Once your list is complete eliminate the obvious poor choice - that is those 

missing key modules and features or were unable to provide direct responses 

to inquires and had to insert long discussions on issues of functionality.  In 

evaluating the functionality of a financial software package a county should 

not include price as a factor for comparison.  Price of a package should be 

placed on a separate matrix for comparison.  Price alone should not ï repeat 

should not be the decisive factor.  Prohibitive as some higher-end packages 

may seem, they may actually help you make money, thus giving the County 

a good return on your investment. 
 

As vendors are crossed out, note why the County eliminated them, in case 

someone asks later why you did not consider a specific vendor ï and they 

will.  Selecting the right package is mostly a process of eliminating the 

wrong ones.  In the Countyôs assessment of the vendorôs response, the 

county should always consider: 
 

 Need for IT operational and support personnel 

 Training for users 

 Data conversion 

 Training 

 Continuous upgrade of programs 

 Training 

 Business continuity provision 

 Training 

 System backup techniques 

 Training 
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Training must be adequate from the get-go.  It must be through during the 

implementation and should be on going.  This either requires proper staffing, 

or it requires a commitment from the vendor.  If adequate training does not 

take place, and is not offered on an on-going basis, new employees will only 

find themselves being trained by old employees.  This only means that 

whatever bad habits the old employee learned, have now been passed on, 

and the full usefulness of the system will not be obtained. 
 

Use the Internet to extend your research of the vendor.  Visit vendors' Web 

sites, seeking the strengths and weaknesses of each product.  To get 

independent reviews of products, use Internet search engines such as Google 

(www.google. com) to find articles and comments from customers.  Print 

key pages from these Web sites for later reference.  And if one gets to the 

point of saying this is too difficult ï that we are not able to discern among 

the responses ï then it is time to bring in a consultant that does this for a 

living everyday ï and there are several out there. 
 

8. Demonstrations:  Once the field has been evaluated and the playing field 

has been trimmed down to two or three possible contenders, the contenders 

need to be formally communicated with and demonstrations requested.  

Request live product demonstrations.  Invite the leading candidates to 

demonstrate their wares for you.  Provide each with a list of the top 10 to 20 

functions you want to see.  Insist the vendor use live software to demonstrate 

the product - not some presentation software or a "canned" demo - one that 

promotes just the product in a general way; you want to see the product in 

action - showing how it handles your specific needs.  The ideal presentation 

would be at a site where the software is installed and functional.  Ask the 

vendor to be prepared to demonstrate specific components that make the 

product better or different than the competition.  Each vendor should be able 

to do a full demonstration in two to four hours, but some bigger programs 

may require eight hours or more. 
 

Ask the vendor for two current customers that are relatively the same size in 

budget, personnel, volume of invoices, and governmental structure, for you 

to visit.  A good visit usually takes three to four days to see the full cycle of 

the software at work.  
 

Ask the vendor about its method of installation, its track record for getting 

its system up and running on time and a list of up to five references that the 

county can call.  Customers usually are happy to share their own experiences 

and give valid tips so you do not make similar errors.  Call as many 

references as you can, but focus on three specific types: 
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a) A customer who has been on the system for at least 13 months, 

because you want someone who has gone through a yearend 

closing, 

b) A governmental user that is similar to your countyôs profile 

(that person will be able to relate to your county, your language 

and your needs and tell you how close the product comes to 

meeting your specific industry needs), 

c) A customer who has had the application for 120 days or less 

will be in the middle of an implementation and can tell you 

about problems discovered after starting the conversion (this 

information can save you a lot of money, time and headaches). 
 

Another consideration is to do a prototype testing.  The county would 

download an evaluation copy.  Take the time to load it with your sample 

data to insure the software meets your specific needs.  Such a test provides 

important information:  
 

a) It validates the software against your data and the difficulties 

you may encounter during the conversion stage of 

implementation. 

b) It gives the IT staff an opportunity to develop deployment 

scenarios and determine how expensive the product will be to 

install, 

c) It allows the county to test the transaction formats and the 

reporting modules for flexibility, and 

d) It allows the county to test the month-end closing procedures.  

 

9. Contract Negotiations:  Once all vendors have been evaluated and once 

pricing has been considered, as well as budgetary constraints, the County 

should hire a contract attorney to assist the county during the contract 

negotiations.  To assist the attorney there should be a negotiating team put 

together to do battle with the vendor.  The vendor has to be aware that the 

negotiating team has the authority to consummate a deal for the county.  The 

contract should include: 
 

i. Spelling out in laymanôs terms as clearly as possible all the 
terms of the contract, 

ii. There should be nothing left to interpretation, the definition 

section of the contract is very important, 

iii.  The support agreement is as important as the purchase and 

implementation part of the contract, 

iv. Delivery dates for product need to be clearly stated, 

v. Penalties for failure on either the parties to perform should be 

stated, 
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vi. Payments should only be based on delivery, 

vii. Continuing education and training should be established, 

viii.  What measures the county will be required to take if the 

software does not work, 

ix. If the county has access to the source code, and 

x. What if the vendor goes out of business or merges with 

another? 
 

Note: Include in the final contract a copy of your 

requirements definition and your RFP or RFQ to be sure 

there is agreement between what you asked for and what 

you got.  You may have to update the documents slightly 

to include any final changes or compromises.  Make sure 

all communications, including the vendor's response to 

the RFP, are part of the agreement you are signing.  The 

County wants to be sure milestones and objectives are 

clearly defined so everyone knows what is expected. 
 

Important : Spread payments out so the vendor still has 

an investment in the success of the project. 
 

If you have followed all the steps above, you should be exhausted, but you'll 

also be ready to make a qualified, informed decision. 
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CHAPTER V  
 

LOOKING FOR THAT OTHER RIGHT ANSWER  

BUSINESS INTELLIGENCE  

 

 

Introduction  

Business Intelligence (BI) must be demand-driven, which means that the 

business needs of the user dictate the technical solution, not the other way around.  

In other words, it should let the business users drive the process, and remove the 

problems of content relevance and software complexity.  Namely, although IT-

driven BI projects frequently do not deliver what the end usersô need.  The BI 

development cycle is inherently itemized and open-ended and therefore the 

business decision maker needs to ñownò the process.  Thus, the vendorôs solution 

should address the problem of content relevance by making the underlying data 

architecture transparent to the users, who have access to information from multiple 

systems, platforms, or locations, and view it in a functional user interface.  
 

To that end, in the software selection process one needs to ensure that the 

appropriate business rules are applied and the information appears in a consistent, 

integrated context (whereby the user environment allows business users to identify 

and retrieve exactly the information they need), and provides easy-to-use tools for 

analysis.  The value of information increases dramatically when business decision 

makers drive the process, by having precise control of the reporting and analysis 

process.  In the context of real-world customer deployments there needs to be an 

approach that emphasizes a clear separation of responsibilities.  That is to say, 

business people, from front-line decision makers to strategic department heads are 

the key users of the solution, and they are responsible for creating and using the 

information, reports, and analytics. 
 

A core concept of any financial software solution is the automated 

publication and delivery of analytic content to end users, as the deployment 

module automatically generates and ñpushesò customized, updated information and 

related views to business users.  These ñinformation viewsò are user-defined, 

personalized data sets, in the form of a client-side on-line analytic processing 

interface, with intuitive data analysis, report writing, and graphing capabilities built 

in.  Further, with user-defined ñinformation viewsò, which combine data from 

single or multiple data sources, users view this information in close to real-time 

without necessarily relying on a data warehouse or repository.  Business users 

receive ñinformation viewsò on a predefined schedule via e-mail, or over a 

network, or by accessing a Web page. 
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This application concept ensures that the majority of the analytical 

processing of content occurs "off-line" on the userôs PC, rather than over a network 

connection.  Users should be able to filter, drill-down, modify, and preview the 

customized ñinformation viewsò, whereby the level of customization and end-user 

control is such that the user very rarely needs to generate ñliveò queries against the 

relational databases.  This also significantly increases the scalability of the solution 

by delivering compressed data sets during off-peak hours.  The three most likely 

common types of direct queries are: 
 

1. Content building - users are creating new ñinformational viewsò for 

analysis or distribution to other users. 

2. ñDrill-backsò - end users, who receive a summary ñinformation 

viewò, analyze the data off-line, then drill back into the relational 

database for more information to support further analysis.  (Drill-

backs are typically targeted, exception-based result sets that are small 

and can be processed efficiently.)  

3. Pure ad hoc analysis - when operational and execution-based real-time 

queriesðtypically to support specific business decisionsðare 

executed by a relatively small number of users.  
 

Since each of these types of direct query has significant business value, and 

is therefore essential to the software solution, there would need to be a study 

conducted to determine the frequency of each type of query.  The software 

application should be designed to support these users with a higher level of system 

performance.  Further tuning of the system occurs during customer 

implementations, to account for the specifics of their infrastructure and user base.  

Overall, the software requirement should be focused on providing automated 

content publishing and managed database access allowing for an efficient, 

scaleable model for enterprise information delivery: for example: 
 

 AP analytics  

 GL analytics 

 Purchasing analytics 

 Receipt analytics  

 Performance indicators  
 

There needs to be a concerted effort to share information across the 

government as a whole.  To do so the County needs to identify emerging trends 

and specific needs more quickly and accurately.  BI solutions need to be developed 

that will give the County managers a competitive edge.  To that end, predefined 

analytics fully integrated with the financial software applications should be 

developed to enable users to conduct on-line and off-line analysis, and consolidate 

reporting on a wide range of business processes including position control, cash 

flow, budgetary analysis, receipts, purchasing, and inventory. 
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A new financial system should have a reporting application that includes a 

suite of pre-defined ñinformation viewsò, report templates, graphs, and 

performance indicators, supported by a flexible information architecture - that 

enables direct mapping to virtually any data base system.  The reporting system 

should have the capability to combine and compare data from multiple sources and 

different internal business functions, and in addition to its above-described ad hoc 

analyses, personalized reports. 
 

Successful business intelligence (BI) projects encompass more than 

implementation of a solution on time and within budget.  True success should be 

measured by how the BI solution improves the governmentôs overall performance 

through increased efficiency in reporting, planning, financial functions, and 

performance measurements.  This will help ensure the governmentôs BI projects 

fall into a pre-defined success rate.  
 

Much has been written about measuring return on investment (ROI) for BI, 

and the general conclusion is that gaining tangible insight into the initial benefits is 

not easy.  Identifying long-term benefits becomes more practical as planning and 

analysis, compliancy, and forward-looking approaches become more mainstream 

within an organization.  To gain insight into how to implement a BI solution 

successfully, a government should benchmark the success of other governmental 

entities, including their implementations and use of BI, against their own current 

initiatives.  It is equally important that governments learn from other organizations' 

failuresðand avoid repeating them.  

 

 

Purpose 

Going forward with a BI solution the County needs to understand and explore 

the five basic steps that a government should take to avoid common pitfalls 

encountered by many entities when implementing a BI solution.  These areas 

include: 

 the identification of the business problem,  

 BI tool use,  

 the delivery of data,  

 training initiatives, and  

 development of a framework toward choosing the proper solution for the 

organization 

These five areas provide an overview of items that should be identified before an 

entity attempts an implementation of a BI solution. 
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Step One: Identifying the Business Problem  
 

Identifying the BI business problem is the first step to ensuring a successful 

project.  Once a government is able to identify what is broken, not only can it start 

to find ways to fix the problem, but it can also identify the proper resources, create 

buy-in, and prioritize how to tackle the project.  To produce an ROI, a BI solution 

needs to correspond to an entities business problem; otherwise, implementing an 

ad hoc query tool, or an online analytical process will not create lasting benefits. 
 

Unfortunately, it is common for BI solutions to be pushed onto a business 

unit in order to meet an information technology (IT) objective rather than an 

organizational need.  Sometimes, governments get caught up with general 

initiatives and lose sight of the actual benefits BI provides in terms of performance 

management, collaboration, workflow, process improvement, etc.  To attain buy-

in, the end users should be a part of the problem identification process.  An 

implementation decision that comes from management still requires input from 

users as to what their requirements are, and this information can make the 

difference between the implementation of a tool that works as a value proposition 

and an implementation that may be seen as useless.  

 

 

Step Two: Determining Expectations of Use 
 

Once a BI solution is implemented within a government, its usage usually 

grows beyond initial expectations.  For example, an organization may assume that 

its BI implementation will involve 10 to 20 users, when in reality; over 400 users 

would query data on a monthly basis if they had the capability to do so.  Based on 

the initial design of the platform, the system may not be built to sustain such a high 

number of queries, and will most likely "crash" (fail), causing users to lose faith in 

the new system and potentially revert to their pre-BI environment for stability. 
 

In addition to a lack of confidence, getting an unstable system up and 

running may not seem worth the effort, delays, or time it would involve.  With 

unrealistic expectations, frustration may cause the organization to rethink its use of 

BI.  Generally, once BI adoption occurs within one part of the organization, other 

departments or business units see the benefits, and adoption begins to spread 

throughout the organization.  For a government to meet these needs, the anticipated 

use of BI should be determined beforehand. 
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Another consideration is the type of BI tool that is to be used.  For example, 

when a department manager is evaluating staffing requirements they may need to 

analyze receipt trends, case distribution, and employee performance, and creating a 

set of static reports will not produce the appropriate results.  A data visualization 

tool to manage these items and develop a plan based on trend analysis will more 

likely produce the appropriate results.  

 

 

Step Three: Understanding Delivery of Data 
 

The collection of the right information for reporting and analysis becomes 

essential to deliver value to the operating departments.  Although the identification 

of required data is time consuming, it is the backbone of BI.  Additionally, 

identifying how data will be delivered, what the appropriate data cleansing 

activities are, and whether data is delivered in batch or in real time should be 

defined in advance.  If data is not cleansed or delivered when needed, then the 

front-end BI tools will not provide the proper value to the organization.  BI 

solutions provide value through the analysis of data, so it is essential for data to 

arrive when required, in the proper format, and at the right time. In addition to 

extract, transform, and load tools, data quality and data cleansing need to be 

inherent aspects of the delivery of BI within the organization.  In reality, short of 

an organization-wide master data management initiative, the responsibility of 

providing accurate data will fall on the shoulders of the operational units 

implementing BI. 
 

`Some organizations are misguided and think that their BI solution will 

provide them with the tools to fix their data problems.  BI solutions can provide 

ongoing data quality processes, but these are not innate to software offerings.  

Some BI tools include enhanced data quality and integration features, and some 

vendors assume this responsibility should fall to the organization.  Governmental 

entities Organizations should implement data management structures to minimize 

frustrations that result from data issues.  

 

 

Step Four: Rolling Out Training Initiatives  
 

Deciding when to roll out training contributes to project success.  Training 

initiatives should begin right before or during the implementation phase.  However, 

in many organizations, training is rolled out months before actual implementation, 

creating hype among the employees about the new system and what they will be 

able to do with it.  By the time implementation actually occursðmonths laterðthe 

initial excitement and buy-in has subsided, and more importantly, users have 

forgotten their newfound skills.  To build momentum again, training needs to be 

repeatedðwasting time and money. 
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Buy-in related to change is never easily achieved within organizations.  

Users become attached to their current processes whether or not those processes 

are productive.  Buy-in does not occur immediately upon showing users the 

inherent value of BI, as their whole way of doing business will change.  Creating a 

training program and delivering that training in a timely fashion helps users apply 

their newfound skills immediately, and helps to increase user buy-in.  

 

 

Step Five: Choosing a Vertical or Horizontal-based Solution 
 

Organizations should identify whether more value will be provided by a 

vertical solution that is built specifically for the governmental entity or just a 

department, or by a horizontal solution that can grow with the entity.  For example, 

does the entity need a generic reporting, querying, and analysis tool that will 

extend across the entity, or does the entity need to develop a process and 

compliancy that will adhere to established standards?  The answer will help the 

entity define which type of solution will best meet its needs.  
 

In addition, the use of BI in the future and its anticipated usage may help 

determine whether a horizontal or a vertical solution will best meet the 

organization's needs.  A governmental entity requiring compliance should take 

advantage of vertical-based solutions because vendors have developed solutions to 

meet specific compliance requirements.  Horizontal solutions normally need 

intense customization to bring them up to par, leading to extra time and money 

spent on the developmental phase. 
 

Governments for the most part need vertical based solutions that will meet 

their immediate needs out of the box.  Vertical-based solutions are likely to meet 

the general requirements of the government as a whole or a department, but since 

horizontal BI solutions do not base themselves on specified data models, they are 

usually more versatile to the changing demands of the organization.  Therefore, if a 

County anticipates rapid BI growth across the organization, having the ability to 

develop solutions based on individual needs may be more beneficial.  This relates 

to identifying the business problem and anticipating the future needs of the 

organization.  
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Conclusion 
 

All too often, BI projects fail to meet an organization's expectations.  But with 

research, planning, and a solid methodology, such failure can be avoided.  To help 

ensure BI project success, organizations should work through these five essential 

steps:  

1. identifying their business problems,  

2. determining how they will use their BI solutions,  

3. knowing how and when data is delivered,  

4. rolling out user training initiatives at appropriate times, and  

5. developing a framework for selecting the type of solution that will best fit 

their organizations' needs 
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CHAPTER VI  
 

What is Enterprise Resource Planning (ERP)? 
 

What Is ERP? 

Enterprise resource planning software, or ERP, doesnôt live up to its 

acronym.  Forget about planningðit doesnôt do much of thatðand forget about 

resource, a throw away term.  But remember the enterprise part.  This is ERPôs 

true ambition.  The software attempts to integrate all departments and functions 

across a government onto a single computer system that can serve all those 

departmentsô particular needs.  Building a single software program that serves the 

needs of people in finance as well as it does the people in human resources and in 

the warehouse is a tall order.  Each of those departments typically has its own 

computer system optimized for the particular ways that the department does its 

work.  But ERP combines them all together into a single, integrated software 

program that runs off a single database so that the various departments can more 

easily share information and communicate with each other.  That integrated 

approach can have a tremendous payback if  companies install the software 

correctly. 
 

Take a purchase order, for example.  Typically, when a department places an 

order, that order begins a mostly paper-based journey from inbox to inbox 

throughout the government, often being keyed and re-keyed into different 

departmentsô computer systems along the way.  All that lounging around in inbox 

causes delays and lost orders, and all the keying into different computer systems 

invites errors.  Meanwhile, no one in the government truly knows what the status 

of the order is at any given point because there is no way for the finance 

department, for example, to get into the computer system that controls procurement 

to see whether the item has been shipped ï and most of the time they wonôt know 

anyway. "Youôll have to call the vendor" is the familiar refrain heard by frustrated 

customers. 
 

ERP vanquishes the old standalone computer systems in finance, HR, 

procurement and payroll, and replaces them with a single unified software program 

divided into software modules that roughly approximate the old standalone 

systems.  Finance, procurement and the human resources all still get their own 

software, except now the software is linked together so that someone in finance 

can look into the procurementôs software to see if an order has been shipped. Back 

in the ó90s ERP was developed as a tightly integrated monolith, but most vendorsô 

software has since become flexible enough that you can install some modules 

without buying the whole package.  Many companies, for example, will install 

only an ERP finance or HR module and leave the rest of the functions for another 

day. 
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How Can ERP Improve a Government's Performance? 

ERPôs best hope for demonstrating value is as a sort of battering ram for 

improving the way your government takes a requisition (electronic) and creates the 

purchase order (electronic) posts the shipping acknowledgment (electronic) 

anticipates the receiving report (electronic) receives the invoice (electronic) assigns 

the payment date (electronic) makes payment (electronic) and creates a file of all 

documents ï all without any paper hitting the table.  That is why ERP is often 

referred to as back-office software.  ERP takes a department requisition and 

provides a software road map for automating the different steps along the path to 

fulfilling the order. 
 

People in different departments all see the same information and can update 

it.  When one department finishes with the order it is automatically routed via the 

ERP system to the next department.  To find out where the order is at any point, 

you need only log in to the ERP system to track it down.  With luck, the order 

process moves like a bolt of lightning through the organization, and customers get 

their orders faster and with fewer errors than before.  ERP can apply that same 

magic to the other major government processes, such as employee benefits or 

financial reporting.  That, at least, is the dream of ERP.  The reality is not so rosy. 
 

Letôs go back to those inboxes for a minute.  That process may not have 

been efficient, but it was simple.  Finance did its job, purchasing did its job, and if 

anything went wrong outside of the departmentôs walls, it was somebody elseôs 

problem.  Not anymore.  With ERP, the procurement process is no longer just 

typists entering someoneôs name into a computer and hitting the return key.  The 

ERP screen makes all viewers part of the government process ï has it been 

orderedò? ï has it been shipped? ï has it been received? ï where? ï who? ï was it 

partial or full? - has it been paid for?  But itôs not just the purchasing who has to 

wake up ï everyone in the supply chain.  Accountability, responsibility and 

communication have never been tested like this before. 
 

And, people in general donôt like to change, and ERP asks every one of them 

to change how they do business.  That is why the value of ERP is so hard to pin 

down.  The software is less important than the changes governments make in the 

ways they do business.  If you use ERP to improve the ways your people purchase 

products and bill for services and provide real time reports ï then you will see 

value from the software.  If you simply install the software without trying to 

improve the ways that your government does business you may not see any value 

at allðindeed, the new software could slow you down by simply replacing the old 

software that everyone knew how to use with new software that no one wants to 

learn, let alone how they conduct business. 
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 Numerous departmental ñshadow systemsò are required to meet the 

enterprise and user department administrative business needs.  The term ñshadow 

systemò is used to refer to department-specific systems that provide functionality 

required to meet departmentsô administrative business needs that are not met by the 

Countyôs central administrative systems.  Having such a fragmented legacy system 

and PC-based environment has the following drawbacks: 

1. Data is fragmented, making it difficult to generate management 

information timely and accurately, especially on an enterprise basis; 

2. Systems are costly to maintain and operate (e.g., data must be reconciled 

among the various systems, numerous interfaces must be maintained, 

etc.); and 

3. Systems are difficult to use ï often County employees must work with 

several of these systems, and each system has its own unique ñlook and 

feelò. 

The technology of the Countyôs administrative system is dated.  Many of the 

systems are twenty (20) to thirty (30) years old, and as a result: 

1. The County is unable to ñplug-and-playò with new (and even not so new) 

technologies (e.g., Internet-based technologies, bar coding); 

2. It is often difficult to modify the systems as the changes require ñhard-

codingò (i.e., changes must be made to the actual computer code instead 

of simply changing data table entries to make the changes as is the case 

in more modern systems); 

3. The County is exposed to significant risk (e.g., some technologies are 

becoming obsolete and will eventually become difficult to replace, and it 

will become increasingly difficult to find technical staff to maintain these 

systems); 

4. The staff with skills required to maintain these systems are rapidly 

approaching, or have reached, retirement age; and 

5. The systems are difficult to use as they lack the modern, Windows-based, 

common user interfaces that system users are accustomed to using (e.g., 

e-mail, office applications, Internet browsing). This technology also 

negatively impacts the ability to gain efficiencies in related business 

processes. 
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A number of the Countyôs business needs are not being met by the current 

systems.  As a result of these unmet needs: 

1. The Countyôs business processes are significantly less efficient and 

effective than they could be. 

2. Departments continue to spend, and have plans to spend, significant 

amounts on enhancing their existing ñstand-aloneò legacy systems or 

purchase their own department-specific integrated systems ï this funding 

could be used toward the implementation of a single, enterprise ERP 

solution. 

3. Continued investments in standalone systems ï whether custom 

extensions to existing systems, new commercial ñoff-the-shelfò products, 

or home grown have other disadvantages, too. Such systems require 

significant duplications of resources on an ongoing basis to design, 

implement, upgrade, and maintain significantly increasing the Countyôs 

overall investment in this function above what would be required to 

perform those same duties for a centralized system. More importantly, 

this approach would continue to fragment and ñsiloò data, perhaps 

increasing the view of state agency management into their own 

operations, but making it increasingly problematic to obtain financial 

data in aggregate in a timely manner that is needed to manager the 

County as a whole. 

 

How Long Will an ERP Project Take? 

Companies that install an ERP product do not have an easy time of it.  Donôt 

be fooled when ERP vendors tell you about a three - or six-month average 

implementation time.  Those short (thatôs right, six months is short) 

implementations all have a catch of one kind or another:  The government was 

small, or the implementation was limited to a small area of the government, or the 

government used only the financial pieces of the ERP system (in which case the 

ERP system is nothing more than a very expensive accounting system).  To do 

ERP right, the ways you do government will need to change and the ways people 

do their jobs will need to change too.  And that kind of change doesnôt come 

without pain.  Unless, of course, your ways of doing business are working 

extremely well ï and there is a high level of efficiency, accuracy - in which case 

there is no reason to even consider ERP. 
 

The important thing is not to focus on how long it will takeðreal 

transformational ERP efforts usually run between one and three years, on 

averageðbut rather to understand why you need it and how you will use it to 

improve your government. 
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Will ERP Fix MY Integration  Problems? 

No.  It seems almost quaint to think of it today, but back in the days before 

Y2K, enterprise software vendors, and, more forcefully, the management 

consultants who installed the stuff, sold ERP as a magic bullet that companies 

could use to escape the coming Y2K apocalypse, create seamless technology 

integration across the government and force your silos of isolated, sociopathic 

bureaucrats to start working together.  It was an irresistible sell to government 

people. 
 

Itôs true that ERP was designed to solve integration problems, but it worked 

only in the theoretical environment of the vendorsô development labs.  Developers 

who believe they are modeling an entire government in software donôt spend much 

time thinking about how that system will connect with other systems ï e.g.. the 

Criminal Justice Case Management System.  Who needs other systems when weôre 

creating the whole thing right here?  Of course, as soon as companies began buying 

these products, it became clear that enterprise software was another chunkða 

much larger and better integrated chunk to be sure, but still a chunkðof software 

in a complex architecture of IT systems that desperately needed to talk to one 

another and exchange information.  The vendors created clunky, proprietary 

methods of connecting their systems with others, which have improved over the 

years, but that misses the point.   
 

The architecture of these systems, in a broad sense, was just like the ones 

that they were intended to save you from ð those that were monolithic, highly 

integrated and difficult to change.  No problem, said the vendors.  Some of your 

maintenance and support fees are going to future R&D.  As we develop new pieces 

to add in to our highly integrated suites, weôll let you upgrade to the next version 

for free and you can gradually get rid of all those other troublesome chunks.  

Again, it sounded great to the people buying the stuff ð government people.  But 

who could afford to install enterprise software as it was envisioned in the vendorsô 

R&D labs?  Very few Finance officers built complex integration links from 

enterprise software to other systems to keep the government running.  Or they 

chunked up the installation, building dozens or even hundreds of unique 

installations of the same enterprise software to meet the needs of individual 

departments or governments that all had to be linked together.  The high degree of 

integration envisioned in the R&D lab was tenuous at best inside most 

organizations. 
 

Gradually, enterprise software vendors came to realize that to serve 

government customers better, they needed to break up their suites into application 

components and create complex ways to link to them over the Internet so that 

customers would not have to rewrite connections to pieces of the suite such as 

financials, which didnôt change much.  The final death knell for the original 
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enterprise software architecture model came in 2004 when the major enterprise 

software vendors all announced that they were offering packages of integration 

middlewareðtacitly acknowledging the reality that had been clear since 

middleware was first invented decades ago:  Integration happens best outside of 

specific software applications, not inside them.  The enterprise software vendors 

have been conspicuously absent from the Web services standards movement, 

looking ever more like the Dark Princes while the originators of the lock-in 

concept, IBM and Microsoft, looked like White Knights for doing the lionôs share 

of work to create free (so far, anyway) standards for integration in Web services.  

And itôs great stuff.  How ironic that those companies that were going to save your 

CEO from integration in 1996 have been the laggards in developing truly useful 

enterprise integration. 
 

This is not to say that ERP is a boondoggle, or even that the software isnôt 

valuable to the governments that bought it.  Even though most vendors have had 

some big bumps in the road, most of their products work well.  The happiest 

customers are those who used enterprise software to create new capabilities and 

processes that they could not express in software with their old systems.  But back 

in 1996, many finance officers talked about ERP as an integration strategy, about 

replacing systems that had more and better functionality than the enterprise 

software they were installing in order to be more integrated, more efficient when 

the new software was installed.  For the few governments that could afford to 

install enterprise software in the manner envisioned in the vendorsô R&D labs, they 

may have gotten there.  Many are still maintaining the custom code they had to 

write for outraged government users who lost capabilities they had in the old 

software. 

 

 

What Will ERP Fix in MY Government?  

There are five major reasons why governments undertake ERP. 

1. Integrate financial informationð; as the governmental managers try 

to understand their governmentôs overall performance, they may find 

many different versions of the truth.  Finance has its own set of revenue 

numbers, revenue accounting has another version, and the different 

government units may each have their own version of how much they 

have contributed to revenue.  ERP creates a single version of the truth 

that cannot be questioned because everyone is using the same system ï 

one data base. 

2. Integrate cash collection and customer serviceðERP systems can 

become the place where the customer is handled with timely service.  

The cash receipting system becomes standardized and it can reside on 

everyoneôs computer at the same time.  Customer service becomes a 
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reality.  By having this information in one software system, rather than 

scattered among many different systems that canôt communicate with 

one another, departments can collect for other departments and 

collection data can be shared and customer information can be updated 

in a real time sequence instead of waiting for over night processing. 

3. Standardize and speed up the accounting processesðwhen 

governments are trying to merge activities and reduce the need for 

additional personnel it is often found that multiple government units 

across the government are performing the same function, but they are 

using different methods and computer systems.  ERP systems come 

with standard methods for automating some of the steps of a 

manufacturing process.  Standardizing those processes and using a 

single, integrated computer system can save time, increase efficiency 

and reduce headcount. 

4. Reduce inventoryð; ERP has a tendency to reduce the need for 

departments to continually be ordering inventory ï it provides a level of 

artificial intelligence to anticipate needs and allow for orders to be 

placed so that supplies will arrive just-in-time.  That can lead to reduced 

inventories within the offices, it will allow for cash flow to be 

anticipated and therefore funds not required can be invested, it will 

allow users to better plan deliveries and thereby reduce the labor hours 

spent producing requisitions.  To really improve the flow of your 

supply chain, you need supply chain software ï an ERP specialty. 

5. Standardize HR informationð; especially in governments with 

multiple departmental units, HR may not have a unified, simple method 

for tracking employeesô time and communicating with them about 

benefits and services. ERP can fix that ï and it can be real time with 

complete documentation. 
 

In the race to fix these problems, companies often lose sight of the fact that 

ERP packages are nothing more than generic representations of the ways a typical 

government does business.  While most packages are exhaustively comprehensive, 

each industry has quirks that make it unique.  Most ERP systems were designed to 

be used by discrete manufacturing companies (that make physical things that can 

be counted), which immediately left all the process manufacturers, retail stores and 

out in the cold.  Each of these industries has struggled with the different ERP 

vendors to modify core ERP programs to their needs ï and by 1999 we had seen 

some real progress in government capability. 
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Will ERP Fit the Ways I Do Business? 

Before the checks are signed and the implementation begins, itôs critical for 

governments to figure out if their ways of doing business will fit within a standard 

ERP package.  The most common reason that governments walk away from 

multimillion-dollar ERP projects is that they discover the software does not 

support one of their important governmental processes ï e.g. Criminal Justice Case 

Management.  At that point there are two things they can do: 

 They can change the governmental process to accommodate the 

software, which will mean deep changes in long-established ways of 

doing business (that often provide competitive advantage) and shake 

up important peopleôs roles and responsibilities (something that few 

governments have the stomach for). 

 Or they can modify the software to fit the process, which will slow 

down the project, introduce dangerous bugs into the system and make 

upgrading the software to the ERP vendorôs next release 

excruciatingly difficult because the customizations will need to be 

torn apart and rewritten to fit with the new version. 
 

Needless to say, the move to ERP is a project of breathtaking scope, and the 

price tags on the front end are enough to make the most placid county judge a little 

twitchy.  In addition to budgeting for software costs, financial executives should 

plan to write checks to cover consulting, process rework, integration testing and a 

long laundry list of other expenses before the benefits of ERP start to manifest 

themselves.  Underestimating the price of teaching users their new job processes 

can lead to a rude shock down the line, and so can failure to consider data 

warehouse integration requirements and the cost of extra software to duplicate the 

old report formats.  A few oversights in the budgeting and planning stage can send 

ERP costs spiraling out of control faster than oversights in planning almost any 

other information system undertaking. 

 

 

What Does ERP Really Cost? 

There arenôt any good numbers to predict ERP costs because the software 

installation has so many variables, such as: the number of divisions it will serve, 

the number of modules installed, the amount of integration that will be required 

with existing systems, the readiness of the government to change and the ambition 

of the projectðif the project is truly meant to be a battering ram for reengineering 

how the government does its most important work, the project will cost much more 

and take much longer than one in which ERP is simply replacing an old transaction 

system.  There is a sketchy rule of thumb that experts have used for years to predict 

ERP installation costs, which is that the installation will cost about six times as 
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much as the software license.  But this has become increasingly less relevant as the 

market for ERP has slowed over time and vendors have offered deep discounts on 

the software up front. 
 

Research companies donôt even bother trying to predict costs anymore.  A 

few years ago, the dearly departed Meta Group did a study looking at the total cost 

of ownership (TCO) of ERP, including hardware, software, professional services 

and internal staff costs.  The TCO numbers include getting the software installed 

and the two years afterward, which is when the real costs of maintaining, 

upgrading and optimizing the system for your government are felt.  Among the 63 

companies surveyedðincluding small, midsize and large companies in a range of 

industriesðthe average TCO was $15 million (the highest was $300 million and 

the lowest was $400,000).  While itôs hard to draw a solid number from that kind 

of range of companies and ERP efforts, Meta came up with one statistic that proves 

that ERP is expensive no matter what kind of government is using it:  The TCO for 

someone who uses the system a lot (over 700 hours per year) over that period was 

a staggering $53,320 per user per year.  What Meta came to understand was it was 

far cheaper to have the ERP systems hosted.  Hosting reduced the cost per user per 

year to less than $8,000 ï nominal investment in hardware; nominal investment in 

software; nominal investment in programmers.  But, there is additional expense 

incurred due to the extent of training that is continually required. 

 

 

When Will I Get Payback From ERPðand How Much Will It Be? 

Donôt expect to revolutionize your government with ERP.  Its contribution is 

optimizing the way things are done internally rather than with customers, suppliers 

or partners.  Again, value depends on ambition.  If the focus of an ERP system is to 

bring dramatic improvements to the way a government does government, it will 

bring more value than if the project is treated as a simple systems replacement.  

And even if ERP does bring dramatic change, because it affects mostly existing 

"back office" processes such as purchasing, accounts receivable, cashiering and 

order management rather than creating new revenue opportunities, the bottom-line 

value may not be much.  Veterans say ERP is more a cost of doing government to 

make the government operate more efficiently than something that offers dramatic 

payback.  And most veterans say it takes six months or more to get the new 

systems and processes running up to snuff.  A Meta Group study of 63 companies 

a few years ago found that it took eight months after the new system was in (31 

months total) to see any benefits.  The median annual savings from the new ERP 

system were $1.6 millionðpretty modest, considering that ERP projects at big 

companies can cost $50 million or more. 



  50 

 

What Are the Hidden Costs of ERP? 

Although different companies will find different land mines in the budgeting 

process, those who have implemented ERP packages agree that certain costs are 

more commonly overlooked or underestimated than others.  Armed with insights 

from across the government, ERP pros vote the following areas as most likely to 

result in budget overrun. 
 

 TrainingðTraining is the near-unanimous choice of experienced 

ERP implementers as the most underestimated budget item.  Training 

expenses are high because workers almost invariably have to learn a 

new set of processes, not just a new software interface.  Worse, 

outside training companies may not be able to help you.  They are 

focused on telling people how to use software, not on educating 

people about the particular ways you do government.  Prepare to 

develop a curriculum yourself that identifies and explains the different 

government processes that will be affected by the ERP system.  One 

enterprising government hired staff from a local school system to help 

him develop and teach the ERP government-training course to 

employees.  Remember that with ERP, finance people will be using 

the same software as warehouse people and they will both be entering 

information that affects the other.  To do this accurately, they have to 

have a much broader understanding of how others in the government 

do their jobs than they did before ERP came along.  Ultimately, it will 

be up to your IT and finance staff to provide that training.  So take 

whatever you have budgeted for ERP training and double or triple it 

up front.  It will be the best ERP investment you ever make. 

 

 Integration and testingðTesting the links between ERP packages 

and other corporate software links that have to be built on a case-by-

case basis is another often-underestimated cost.  A typical government 

may have add-on applications from the majorðe-commerce and 

supply chainðto the minorðsales tax computation and bar coding.  

All require integration links to ERP.  Youôre better off if you can buy 

add-ons from the ERP vendors that are pre-integrated.  If you need to 

build the links yourself, expect things to get ugly.  As with training, 

testing ERP integration has to be done from a process-oriented 

perspective.  Veterans recommend that instead of plugging in dummy 

data and moving it from one application to the next, you should run a 

real purchase order through the system, from requisition ï to purchase 

order ï vendor notification ï to delivery ï receiving report ï to 
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payment.  Preferably with the participation of the employees who will 

eventually do those jobs. 
 

 CustomizationðAdd-ons are only the beginning of the integration 

costs of ERP.  Much more costly, and something to be avoided if at all 

possible, is actual customization of the core ERP software itself.  This 

happens when the ERP software canôt handle one of your business 

processes and you decide to mess with the software to make it do 

what you want.  Youôre playing with fire.  The customizations can 

affect every module of the ERP system because they are all so tightly 

linked together.  Then when one decides to upgrade their ERP 

package the walk in the park has turned into a hike in the mountains - 

under the best of circumstancesðyou will have a real nightmare 

because youôll have to do the customization all over again in the new 

version.  Maybe it will work, maybe it wonôt.  No matter what, the 

vendor will not be there to support you.  You will have to hire extra 

staffers to do the customization work, and keep them on for good to 

maintain it. 
 

 Data conversionðIt costs money to move information, such as 

customer and supplier records, product design data and the like, from 

old systems to new ERP homes.  Although few finance officers will 

admit it, most data in most legacy systems is of little use.  Companies 

often deny their data is dirty until they actually have to move it to the 

new client/server setups that popular ERP packages require.  

Consequently, those companies are more likely to underestimate the 

cost of the move.  But even clean data may demand some overhaul to 

match process modifications necessitatedðor inspiredðby the ERP 

implementation. 
 

 Data analysisðoften, the data from the ERP system must be 

combined with data from external systems for analysis purposes.  

Users with heavy analysis needs should include the cost of a data 

warehouse in the ERP budgetðand they should expect to do quite a 

bit of work to make it run smoothly.  Users are in a pickle here:  

Refreshing all the ERP data every day in a data warehouse is difficult, 

and ERP systems do a poor job of indicating which information has 

changed from day to day, making selective warehouse updates tough.  

One expensive solution is custom programming.  The upshot is that 

the wise will check all their data analysis needs before signing off on 

the budget. 
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Consultants ad infinitumðwhen users fail to plan for disengagement, 

consulting fees run wild.  To avoid this, governments should identify 

objectives for which its consulting partners must aim when training 

internal staff.  Include metrics in the consultantsô contract; for example, a 

specific number of the userôs staff should be able to pass a project-

management leadership testðsimilar to what the consultants have to pass 

to lead an ERP engagement. 
 

 Replacing your best and brightestðit is accepted wisdom that ERP 

success depends on staffing the project with the best and brightest 

from the government and IS divisions.  The software is too complex 

and the government changes too dramatic to trust the project to 

just anyone.  The bad news is a government must be prepared to 

replace many of those people when the project is over.  Though the 

ERP market is not as hot as it once was, consultant and software 

companies that have lost their best people will be hounding yours with 

higher salaries and bonus offers than you can affordðor that youôre 

HR policies permit.  Huddle with HR early on to develop a retention 

bonus program and create new salary strata for ERP veterans.  If you 

let them go, youôll wind up hiring themðor someone like themð

back as consultants for twice what you paid them in salaries. 
 

 Implementation teams can never stopðmost companies intend to 

treat their ERP implementation as they would any other software 

project.  Once the software is installed, they figure the team will be 

scuttled, and everyone will go back to his or her day job.  But after 

ERP, you canôt go home again.  The implementers are too valuable.  

Because the implementers have worked so closely with ERP, they 

know more about the financial process than the accounting staff and 

more about the procurement process than the purchasing staff.  

Governments have found that they canôt afford to send their project 

people back into the government because thereôs so much to do after 

the ERP software is installed.  Just writing reports to pull information 

out of the new ERP system will keep the project team busy for a year 

at least ï training is continuous going forward - and the ability to have 

analysis available on the fly ï and, the ability to reduce the time 

requirement at the counter all one would hope would lead to some 

return on investment to the government.  Unfortunately, few IT 

departments plan for the frenzy of post-ERP installation activity, and 

fewer still build it into their budgets when they start their ERP 

projects.  Many are forced to beg for more money and staff 

immediately after the go-live date, long before the ERP project has 

demonstrated any benefit. 
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 Waiting for ROIðone of the most misleading legacies of traditional 

software project management is that the government expects to gain 

value from the application as soon as it is installed, while the project 

team is expecting a break and maybe a pat on the back.  Neither 

expectation applies to ERP.  Most of the systems donôt reveal their 

value until after companies have had them running for some time and 

can concentrate on making improvements in the governmentôs 

business processes that are affected by the system.  And the project 

team is not going to be rewarded until their efforts pay off. 
 

 Post-ERP depressionðERP systems often wreak havoc in the 

governments that install them.  In a recent Deloitte Consulting survey 

of 64 Fortune 500 companies, one in four admitted that they suffered 

a drop in performance when their ERP system went live.  The true 

percentage is undoubtedly much higher.  The most common reason 

for the performance problems is that everything looks and works 

differently from the way it did before.  When people canôt do their 

jobs in the familiar way and they havenôt yet mastered the new way, 

they panic, and the government goes into spasms.  Worse yet many 

employees quickly see that their services wonôt be needed.  Without 

proper education of the needs in the future personnel will become 

agitated. 

 

 

Why Do ERP Projects Fail So Often? 

At its simplest level, ERP is a set of best practices for performing the various 

duties in the departments of your government, including finance, accounting, 

purchasing, reporting, warehousing, construction.  To get the most from the 

software, you have to get people inside your government to adopt the work 

methods outlined in the software.  If the people in the different departments that 

will use ERP donôt agree that the work methods embedded in the software are 

better than the ones they currently use, they will resist using the software or will 

want IT to change the software to match the ways they currently do things.  This is 

where ERP projects break down. 
 

Political fights erupt over howðor even whetherðthe software will be 

installed.  IT gets bogged down in long, expensive customization efforts to modify 

the ERP software to fit the wishes of the powerful government barons.  

Customizations make the software more unstable and harder to maintain when it 

finally does come to life.  The horror stories you hear in the press about ERP can 

usually be traced to the changes the government made in the core ERP software to 
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fit its own work methods.  Because ERP covers so much of what a government 

does, a failure in the software can bring a government to a halt, literally. 
 

But IT can fix the bugs pretty quickly in most cases, and besides, few 

governments can avoid customizing ERP in some fashion in Texasðevery 

government is different and is bound to have unique work methods that a vendor 

cannot account for when developing its software.  The mistake companies make is 

assuming that changing peopleôs habits will be easier than customizing the 

software.  Itôs not.  Getting people inside your government to use the software to 

improve the ways they do their jobs is by far the harder challenge.  If your 

government is resistant to change, then your ERP project is more likely to fail. 

(See ñAttachment Dò for additional detail) 

 

 

How Do I Configure ERP Software? 

Even if a government installs ERP software for the so-called right reasons 

and everyone can agree on the optimal definition of a customer, the inherent 

difficulties of implementing something as complex as ERP is like, well, teaching 

an elephant to do the hootchy-kootchy.  The packages are built from database 

tables, thousands of them, that IS programmers and end users must set to match 

their government processes; each table has a decision "switch" that leads the 

software down one decision path or another.  By presenting only one way for the 

government to do each taskðsay, run the payroll or close the booksða 

governmentôs individual operating units and far-flung divisions are integrated 

under one system.  But figuring out precisely how to set all the switches in the 

tables requires a deep understanding of the existing processes being used to operate 

the government.  As the table settings are decided, these government processes are 

reengineered, ERPôs way.  Most ERP systems are preconfigured for most of the 

major processes, however, allowing just hundredsðrather than thousandsðof 

procedural settings to be made by the customer. 

 

 

How Do Governments Organize Their ERP Projects? 

Based on observations, there were six commonly used ways of installing 

ERP systems during the period 1995 ï 2004: 
 

1. Big Bang -- Is the most ambitious and difficult of the approaches to 

ERP implementation - governments cast off all their legacy systems at 

once, and they install a single ERP system across the entire 

government.  This method dominated early ERP implementations 

because of the need to revamp old systems for Y2K, few governments 

would dare to attempt it anymore because it calls for the entire 

government to mobilize and change at once.  In many cases, the speed 
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of the new system may suffer because it is serving the entire 

government rather than a single department.  ERP implementation 

requires a direct mandate from the chief finance officer. 
 

2. Franchising -- This approach suits large or diverse governments that 

do not share many common processes across governmental units.  

Independent ERP systems are installed in each unit, while linking 

common processes, such as accounting, purchasing, cashiering and 

reporting across the entity.  Interestingly, many governments that 

initially installed ERP using a franchising strategy are now trying to 

consolidate as many of those different instances of ERP as possible 

down into a handful or even one for the entire government. 
 

3. Slam Dunk -- ERP dictates the process design in this method, where 

the focus is on just a few key processes, such as those contained in an 

ERP systemôs financial module.  The slam dunk is generally for 

smaller entities expecting to grow into ERP.  The goal here is to get 

ERP up and running quickly, and to ditch the fancy reengineering in 

favor of the ERP systemôs "canned" processes.  Few governments that 

have approached ERP this way can claim much payback from the new 

system.   

4. Pilot All Functionality with Phased Deployment -- This approach 

involves the development of a ñprototypeò for implementing all 

functionality at a single representative department or group of 

departments within the County, to be followed by a planned 

deployment of the ERP system to all remaining departments in phases 

upon successful deployment at the pilot department(s). 

5.  Big Bang Deployment of Core Functionality at All Departments / 

Phased Deployment of Future Functionality -- Using this 

deployment strategy, all departments within the project scope ñgo liveò 

with all core functional modules simultaneously.  Non-core 

functionality would then be prototyped and deployed in a future 

phase(s) to those departments having a functional need for said 

functionality. 

6. Function-by-Function Deployment -- This strategy is one in which 

major functional modules are deployed in a logical manner, usually one 

module after another.  A single module is deployed across all County 

departments before work is initiated on the next module.  This 

approach is sometimes used for software custom-development 

projects.  This strategy is also occasionally considered for the Human 

Resources / Payroll components of an Enterprise Resource Planning 
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(ERP) system, but not typically for financial management and 

procurement components. 

 "Single Instance" Approach - An "instance" refers to the number of 

discreet versions of ERP software you have in your government.  The 

original vision of ERP was that the entity should have a single instanceð

that is, a single implementation of the software running on a single 

databaseðthat serves the entire government.  It would mean no duplication 

of information in different departments or in different geographic divisions 

and thus better integration and information quality across the government.  

Upgrading the software would also be easier than with multiple customized 

instances of ERP across the government. 

But few governments attempted ERP installations in this manner.  

First, there were the technology limitations: databases, networks and storage 

systems couldnôt handle the load, and bandwidth was still expensive enough 

that linking globally based divisions together on a single database was 

expensive.  Worse, different government units often had unique processes or 

resisted the ones that came in the ERP box.  All these factors combined 

caused many governments to install dozens of instances of software from a 

single ERP vendor. 

Today, many of those early barriers have come down.  So does it make 

sense to create a single (or a significantly reduced number) of instancesð

while also getting rid of outdated or feature-poor systems from other 

vendors?  Like most complex technology issues - it depends.  There are 

some compelling reasons to undertake such a project now.  For starters, the 

Sarbanes-Oxley Act, the governmentôs post-Enron accounting legislation 

requires that financial reports have a verifiable audit trail ï an issue that is 

critical in governments.  With a single instance, all of a governmentôs 

financial data will live in one application and will originate from one source, 

eliminating consolidation errors and greatly reducing the time it takes to 

close the books.  Having a single data source could also create new revenue 

opportunities and cut costs.  Governments would be able to run reports that 

develop areas for consolidation of effort and high light areas where 

performance needs improvement.  Also, Mata estimated that governments 

could budget $3.3 million for a single-instance of implementation instead of 

$9.1 million for multiple instances. 
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But despite these benefits, rip-and-replace is a difficult pill for finance 

officers to swallow.  And theyôre wondering if there isnôt another cure for 

their integration headaches:  Web services and the promise of service-

oriented architecture (SOA).  Web services couldðwith the emphasis on 

couldðallow finance officers who have invested in best-of-breed 

solutions to integrate their standalone systems without either shelling out 

millions for single instance or tying their governmentôs future to a single 

vendor.  Trouble is, Web services are maturing and SOA are still in their 

infancy and require complex planning and a long list of programming 

and architectural talents inside the IT departmentðand donôt forget 

implementation time and cost. 

Most pundits believe some form of standard, simple, vendor-

independent integration will emerge over the long term, but that doesnôt 

help finance officers today.  Most experts recommend waiting for better 

integration standards if the costs of operating your systems as-is donôt 

outweigh the costs and benefits of ripping and replacing with a single 

instance and the government is not missing out on important revenue 

opportunities because of problems with the current system.  Essentially, 

single instance and Web services/SOA are two ways to get to the same 

place, and finance officers will need to choose which path to lead their 

government down.  Here are some very basic guidelines:  
 

You should consider single instance if you... 

ü Have fairly commonplace government processes that extend 

across all divisions 

ü Have older systems that need to be replaced 

ü Have multiple ERP instances from a single vendor 
 

You should consider an integration layer if you... 

ü Have divisions with unique government processes that canôt be 
changed 

ü Consider an existing investment in best-of-breed solutions a 

competitive advantage 

ü Want an environment in which it is easy to integrate new 

applications 
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How Difficult Is It to Upgrade ERP Software? 

Itôs extremely difficult - unless you are one of the rare entities that did not 

tinker with the system while installing it.  In the early days of ERP, vendors 

pursued a vision that has since been disproven:  Government processes built into 

the software should be adopted by every customer.  Change your government to fit 

the system.  Chief finance officers like the sound of reengineering, but take that 

logic to the departmental head that wonôt be able to serve their customers as well 

with the process in the software box and suddenly reengineering sounds less 

compelling.  Chief finance officers were forced (or acquiesced) to tinker with the 

innards of these packages to avoid losing valuable chunks of their business 

processes, and it made their lives hell.  Vendors ignored this reality for years.  

They thought changing the system to fit your own processes meant you were a 

weak girly man who couldnôt stand up to your government barons.  Those 

processes couldnôt be any good anyway if they hadnôt made it into the vendorsô 

best practice pool when they developed the stuff.  Modifying the core code of ERP 

was like turning your Pinto into a low rider.  You just voided the warranty, dude.  

Tough luck.  ERP vendors would not support customized versions of their 

software. 
 

When a new version of the highly integrated suite arrived with cool new 

features, customers sometimes could not afford to install them because they had 

made so many changes to the previous version.  Chief finance officers had built so 

many different links to the enterprise systems to get them working with other 

systems in the government that an upgrade was akin to starting over.  Many of the 

old links had to be torn apart and rewritten to fit with the new version.  And many 

of those rewrites were completely pointless.  The new suite might have one new 

piece and nine others that had changed little since the last version.  But it was all so 

integrated together that every custom link had to be redone, even to the pieces that 

didnôt change. 
 

When vendors began breaking up and componentizing their suites to make 

them easier to integrate with each other and with legacy systems inside the 

government, they also broke up one of the value propositions that had been so 

enticing in the first place: ñfreeò upgrades.  Freed of the suite model, enterprise 

software vendors started charging fresh license fees for the new components they 

developed.  Many early ERP suites had their development ñfrozen.ò  Customers 

could continue to get support, but newer features cost extra and worked much 

betterðor sometimes onlyðwith the newer version of the vendorôs software.  And 

chief finance officers stuck with the old suites began wondering where all their 

maintenance fees had gone.  They couldnôt afford to upgrade to the newer, 

componentized version of the vendorsô software models and if they could, theyôd 

pay a new license fee for their trouble. 
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In theory, early users of ERP paid for those new versions of the software 

through yearly maintenance fees to the vendor that every ERP vendor charges.  

The largest percentage of those fees went to R&D rather than to support and 

maintenance of existing software.  But the economics became untenable for 

vendors.  When the ERP boom crashed after 2000, sales of new software slowed to 

a crawl and vendors said they were forced to charge for new components.  It may 

be true, but it ended the short era of ñfreeò upgrades. 

 

 

Will Service-Oriented Architecture (SOA) Replace ERP? 

No.  Every government needs a core transactional system that records the 

information from its most important government processes.  But today 

governments are realizing that ERP is shifting from being the sum total of their 

software architecture strategy to being a component of a larger strategy based on 

expressing technology as specific government services that people can easily 

understandðsuch as ñcustomer recordò or ñget vendor number,ò for exampleð

rather than arcane software applications like ERP. 
 

The services strategy entails building an integration layer that is separate and 

distinct from any of the software applicationsðincluding ERPðin a governmentôs 

portfolio.  The foundational pieceðknown as the messaging infrastructureðis like 

a good executive assistantðtranslating, routing and monitoring information from 

different systems without these systems needing to connect directly.  Adding, 

changing or removing a system becomes a matter of modifying a single link, rather 

than ripping apart connections to all the different systems it may need to 

communicate with.  But while the messaging infrastructure makes connecting 

systems easier, it doesnôt free business processes from their mainframe prisons, or 

eliminate redundancies in applications, or provide any impetus to create a useful 

architecture.  Indeed, a good messaging infrastructure can perpetuate the chaos by 

making it easier to deal with. 
 

Messaging has long lacked a higher purpose, a strategy.  Service objects (or 

just plain ñservicesò) are that strategy, and it is the second core piece of the 

integration layer.  This is an old concept, based on object-oriented programming 

from the ó80s.  Services extract pieces of data and government logic from systems 

and databases around the government and bundle them together into chunks that 

are expressed in government terms. 
 

At telecom government Verizon, for example, the service called ñget CSRò 

(get customer service record) is a complex jumble of software actions and data and 

government logic extractions that uses Verizonôs messaging infrastructure to 

access more than 25 systems in as many as four data centers across the country.  

Before building the ñget CSRò service, Verizon developers wanting to get at that 
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critical lump of data would have to build links to all 25 systemsðadding their own 

links on top of the web of links already hanging off the popular systems.  But with 

the ñget CSRò service sitting in a central repository on Verizonôs intranet, those 

developers can now build a single link to the carefully crafted interface that wraps 

around the service using the Web services standard simple object access protocol 

(SOAP).  Those 25 systems immediately line up and march, sending customer 

information to the new application and saving developers months, even years, of 

development time each time the service is used. 
 

The most interesting new ñfeatureò being developed by the ERP vendors 

today is the extent to which they will make their software part of a service - SOA 

using their own homegrown integration software, known as middleware, and Web 

services so that customers can more easily link ERP with other types of software in 

the architecture.  Each vendor has claimed favoritism to the concept and each has 

its own vision of how to create an integration layer independent of its own 

software that is capable of linking to any other piece of software in the universe.  

But view their pronouncements skeptically because if they do it well they will 

eliminate an important piece of their competitive differentiation: dominance over 

the software acquisition process of their customers. 
 

When chief financial officers or IT personnel call themselves a ñSAP shopò 

or an ñOracle shop,ò itôs because software from those companies dominates their 

architecture and new software from those providers works better with their existing 

code base than does code from other vendors.  Vendors who make integration with 

their software truly universal eliminate the built-in advantage they have with 

existing customers.  Some ways that vendors use their new middleware strategies 

to keep customers:  The middleware is offered only to customers who upgrade to 

the latest version of ERP, or customers are charged a fee for using the middleware 

to link with software from another vendor. 

 

 

How Does ERP Fit With e-Commerce? 

ERP vendors were not prepared for the onslaught of e-commerce.  ERP is 

complex and not intended for public consumption.  It assumes that the only people 

handling purchase orders will be your employees, who are highly trained and 

comfortable with the tech jargon embedded in the software.  But now customers 

and suppliers are demanding access to the same information your employees get 

through the ERP systemðthings such as order information, order status, inventory 

levels and invoice reconciliationðexcept they want to get all this information 

simply, without all the ERP software jargon, through your website. 
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E-commerce means IT departments need to build two new channels of 

access into ERP systemsðone for customers (otherwise known as government-to-

consumer) and one for suppliers and partners (government-to-government).  These 

two audiences want two different types of information from your ERP system.  

Consumers want to know the status of cases, fees owed, docket information, etc., 

and vendors want just about everything else.  Traditional ERP vendors are having a 

hard time building the links between the Web and their software, though they 

certainly all realize that they must do it and have been working hard for years to 

develop it ï and today more is available than it was yesterday.  The bottom line, 

however, is those companies with e-commerce ambitions face a lot of hard 

integration work to make their ERP systems available over the Web.  For those 

companies that were smartðor luckyðenough to have bought their ERP systems 

from a vendor experienced in developing e-commerce wares, adding easily 

integrated applications from that same vendor can be a money-saving option.  For 

those companies whose ERP systems came from vendors that are less experienced 

with e-commerce development, the bestðand possibly onlyðoption might be to 

have a combination of internal staff and consultants hack through a custom 

integration. 
 

But no matter what the details are, solving the difficult problem of 

integrating ERP and e-commerce requires careful planning, which is key to getting 

integration off on the right track. 
 

Resources: 
Shayne Kavanagh, ñERP Market Dynamics for Midsize Governments.ò Government Finance 

Review (December 2004) 

Rowan Miranda, ñPoison Pills and White Knights: Doing Business With and ERP Industry in 

Transition,ò Government Finance Review (August 2003) 

Rowan Miranda, Shayne Kavanagh, Robert Roque: 

 Technology Needs Assessment: Evaluating the Business Case for ERP and Financial 

Management Systems (Chicago, GFOA, 2002) 

 A Guide For Preparing an RFP For Enterprise Financial System, (Chicago, GFOA, 2000) 
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