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CHAPTER |

INTRODUCTION

For many years now counties in Texas have focused on choosing a financial
software system thatg meetds ot heaidr dbac 0d
their particular business, reporting and informaiotiecting needs, and is based
on industrystandard best practices. Over the past several years the financial
summary and informatiegathering requirements of gawenental 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 integratectitshan
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, fundaccounting, yeaend accounting, personnel management, cost
allocations, multiple bank account requirements, project accounting, grant
monitoring, customer relationships, and idfiend activity. Today it is easier for
elected officials and department deato 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 in&diom 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 unigue needs are properly addressed. Therefore, it is craticdleth
County perform an hilepth needs assessment.

There's an ol d saying, Al f you ask t
wr ong answer . o0 That certainly applie
financial software product is the befhe fact ¢ there is no bestThere is no single
product that suits everyone's needs, but there are probably several that will suit a
Countyos speci fic requi rements. So, S
products with a wuser, t Il &go ebmut findigtthe q u e s
packages that are right for my County a

When it comes to financial software, the search begins by examining the
entityds needs, current busi ness pract
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 ony for standard reporting but also ad hoc anehmfly 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 toar if it is looking for a software company to be a technology

partner.

Because financial software contains hundraflsnot thousands of

features, this may seem like an overwhelming task. The County will need to be
prepared to be able to internally abwate 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 taaking the right choice. Features will

change depending on a countyos

ntern

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

would be:

Vendor expertise

Vendor support

Vendor servies

Financial management capability
Financial reporting capability
Managerial capability
Client/server architecture
Capability to interface with"3party software
Hardware requirements
Implementation requirements
Pricing methodology



CHAPTER I
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 downltilisually 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. | am always
reminded when this question comes up O
ontheMis i ssi ppi . 0 |t seems a transport b
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 ight 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 toibslegp still in
his eyesi carrying his book ohotes and his twaining rope. The Captain was
alarmed at the young mandés seemingly vy
you know where alll the hazards 4ahe yo
donét. 0 as he began to open his notes.

AThen hdw tdhoe yhoeu pl an to get us dov
Captain.

AWell , that is simple, sir, I Kknow w

C
U

Understanding the problems that may lie ahead is critical to any financial
system implementation. There are several reasons forefanlany 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 radifications
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 thejepr. 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
notesi he had been there befdréhe was prepared for any eventuality. But, we
should never attempt this arduous task on our owhere are many others who are
stake holdes 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.

Audi t or 6s Of fi ce
MAIl the staff in the county audit
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 shouldhot be any nay
sayers.

Commi ssionerso6 Court

1 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
k] One of the major modules in ay 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 gejo. Purchasing will
be one of the offices responsible for eltzating responses and for
the development of a contract.

Treasury

i 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

i 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 iofs that
encounter the greatest change in their business practicésand for
once you want to try and standardized many of the practices
across the county.

Consultants

Others

i 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 wild/ we l |
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 advce on different issues and the best time to have
an attorney involved with the program is in the beginningt
always time well spent.

K1 Then there are others that need to be considered as you go
forward T budget, human resources, payroll, judiciall many will
not be physically present, but their needs and responsibilities in
the process need to be taken into consideration i.e. district
judges, district attorney, county court at law judges, community
supervision, the constituents, the customers, andst the vendors.
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CHAPTER Il

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 theEnterprise 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 ctes 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 oum&e 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 expensiwvhdnge
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
buyi 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 need$ and many times that construami 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 hbegsopftware
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 grater 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 augmentinthis with other besbf-breed packaged solutions. If
anything, this only increased the number of arguments instead of improving the
customerso6 ability to take advantage of

For sake of brevity, this discussion is going toraif 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 focusomily be on
the basic options which all other options fall under to a lesser or greater degree:
build or buyd packaged solutions versus custom applications. This discussion will
attempt to illustrate the benefits and abilities of new emerging technslttpe
of fer a more fimiddle of the roado appro

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.

Postimplementation factors also have to be taken into consideration. When
purchasing a package solution and outsourtiegimplementation, 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 exemptingsétlges 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 riskelfy ttse
buyero6s 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, aiadolity 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;hiause or outsourced.

However, for all these positives, packaged solutions also have their drawbacks.
The most well known of these is that packaged solutions:
e are never exactly tailored to meet all customer needs,
e customers almost always end up purchasing and paying for more
functionality than they actually need,
e customer complains that their total cost of ownership (TCO) is higher than
expected for the smaller portion of functionality they actually use

14



¢ |mplementation teams have a tendency to change (adds to time to the
proces)
e Customization generates unanticipated costs

For the most part these complaints are valid and expected. Packaged solutions,
by definition, strive to be a "orszefits-all" solution. They are, therefore,
designed to fit the broadest set of requiretsend 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 recognizeath&nhancement will
have broad appeal in their customer base, they will include the feature or
functionality in the implementation at a mucdduced 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 solutioror 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 electronicalaiterchange (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 additimn 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 devel@gbecial requirements from
the onset.

Understandabl vy, this situation i s und
and often leads to tensions in the relationship or worse, a general disillusionment
with ERP as a whole. The customer expects to puechgsackaged 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 prodyéiatl 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 regements 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
T and in Texas our business processes hagadenhcy 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 tharsyste
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 onong annual license fees (ALF). Objexientated
development techniques that enable a building block approach to creating
applications have significantly reduced development -scedes. These factors,
combined with coseffective, coding shops, havenmany 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 cusim 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. Gettjneither 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
technologicaladvancement 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 packaged solution that can be quickly implemented in
order to avoid market fallout. So the
of one, half a dozen of the othero. B c
ability to reduce or eliminatéheir 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 realéxist? 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:
e Extensible markup language (XML)

Managed ode realized in Sun J2EE and Microsoft .NET

Component architectures

Full Web based architecture

Data Warehousing

On Line Analytical Processing (OLAP)

Artificial Intelligence (Al)

Business Intelligence (BI)

Geographical Information Systems (GIS)

EnterprisePerformance 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 platforroviding the best of both the build or buy
strategies. lronically, the drive behind providing customers with this choice has
not been due to the problems described previously. Instead, the driver has come
from the customer soé6 deroedecanmdrae) col | abor

C-commerce involves collaborative, electronicadlyabled, business integration
among a government 6s i nternal -lbcalnanci
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 resourcplanning systems. ERP Il adapts ERP functionality,
technology, and architecture to enable the deployment and interoperation of
enterprise applications thointernal and external to the virtual boundaries of the
enterprise network.

The demand for "something in between" combined with the new environmental
requirements and demands et@mmerce and-eommerce has had the following
effect on vendors. It hasade 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 continog 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. Tédactors 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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e make extensive use of existing enterprise applications and business logic as
abusiness process infrastructiirgist what is required

e 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 applicabns

Resource planning systems that enable ERP Il 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 expansian functionality from this position. Furthermore, they give
the governmental entity the agility and flexibility to develop (build) or choose
other besbf-breed vendors (buy), and so craft a system that can be easily adapted
to business requirements amekt generation applications.

Conclusion

ERP 1l helps customers drive business change and innovation while
reducing IT costs and complexities. Going forward, governments that incorporate
an ERP 1l strategy will be better positioned to focus on theiticatrstrategies
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
undowbtedly 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 scopef this discussion, perhaps the most important of these is
the A80/ 20 principleo. This principle
custom development effort is focused on overcoming historical problems related to
core technologies, data accessuség, 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
Il compliant systems reverse this principle so ®@tpercent 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 businessisand
requirements.

Resources:
Peter Cass, fiSoft war eCHOIT(Qciobeilb,2002) Thi ng To Was
G. Pl easants and B. Hayes, AFi nancial Applica

Performance 0 Hac ket t(ApHB0 2@ e ct i ve
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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 ficult. 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
bass.

ITS 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 countyds financi al rel ationshi ps
management the opportunity to create a financial streithat will allow the

county to function more efficiently. For the analysis function will not only
identify current needs, but also future requirementand the needs
assessment will develop the goals that the county will set its sights on.

First timeshoppers 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 witbther business needs
4. Ability of the software to function with the existing hardware
5.
6
7
8
9

Ease of implementation of the software

. Quality of the documentation
. Is the software user friendly
. Will the software grow as your system matures

The vendocordfer performande (witheconfirmations)

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

19



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 le\el of support to be provided by the vendor

Co

2.The vendoroés track record for perfor
3.The softwareds ability to fit the

4. Growth potential of the software

5. Cost of the softwaré cost of modification$ cost of annual matenance

6. Quality of vendor documentation

7. Functionality of the software

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

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

10. Existing hardware and software are conigati

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 whther it is looking for a tool, a technology parthenr 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 whemoking 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 orgezation will need?

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

Will the underlying technology meet my current and future needs?

Is the product's accounumber structure suitable for my business?

Since ebusiness has become so intpat, 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 elctronic 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
financid 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 strearne the operation of the county and it should be easy enough to
customize to the unique business needs of the cdquntth e soft war e s
require departments to take on more manual accounting operations to compensate
for the software's limitations. Rally, 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 'lstions"” - 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 beneditirs, 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 processese@nice, 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 theouty 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 | thought today's financial software was so
smart thait 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 packagageheration ago, whose one and
only job was to keep a set of sekilancing 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,tifoustinds, 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 bookkeept#which remains common to all
financial sdtware--it's not hard to understand why the search for the right preduct
one that matches solutions to your needsso complicated.

One of the biggest reasons that the implementation of new financial software
fails today is modification modifying asystem to function the way the old one
functioned. The second biggest reason is the opposition to change management.
Third is the customeros failure to hav
qualified project leader. And, fourth is failure toopide continued educatioin
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 deditatdak project from
start to finishi 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 thé pebl, find itself
faced with having to repeat the whole process. So the County wants to get it right
i 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 Coestysn
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
thesolution

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 othbat is, management
customizes the pduct 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 betrun 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 implementetngl
software, more of the tinkering to accoimdate 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 gk toany 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 whidinancial software product best suits
your countyods needs, these steps provid
successful search, installation and implementation occur.

1. Establish a Steering Committee: This first step is a must. The Stegrin
Commi tteeds Job is to-fronvspecsfymg thet he e
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 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.
Themamagement committee should include
court, a member of the county audit
information services department, the county treasurer, a representative from
the criminal justice information systeand possibly a representative from
thetax assessaero|l | ect or 6s offi ce. And, as
to include a consultant.

Note Be aware that when faced with a project as large
and technical as selecting new financial software, some
manages 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,itttunsel should

be limited to the technology itself.

The Government Finance Officero
the steering committee should esta

S Ascs
bl i sh
2.Prepar e a ine eldisreqairestiesiasoe of & lot @f staff

from al|l of fices for a considerable
manager o should be the moderator of
function that is going to be considered to be addressed in a committee setting

whereeveryone is comfortable speaking their manttl all ideas are worth
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being developed as to be kept or thrown. The functions that may be
considered are:
Fund Acctg./General Ledger Asset Management

Cashiering Accounts Receivable

Procurement Accounts Pagble

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 Compsation
Employee SelfService Training

Reporting

Each office needs to have their needs imeiaybe 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 dilgcor indirectly a
financial process of the county. Then have them separate the list of tasks
into missioncritical (there is an economic impact if this task is not done)
and those that are not missionitical (it would be nice if it was available,
butit 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).

. Flow charting: Each office should be asked to come teirthmeeting(s)

with their office functions listed and if at all possible to prepare flowcharts
to diagram how they perform those tasitsat is, the stejpy-step processes

for making decisions and the steps required for each action. In other words,
you want a panoramic, fullimensional map that shows how paperwork,
information and decisions flow through the organizatian even how they

get bottled up. The more detailed the flowcharts, the better you will be able
to see how, or whether, a modern finahsoftware 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 currdtwaso
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-procgssing documents.

The analysis likely willdetermine that some are not needed, but many of the
necessary ones probably can be integrated into the new financial system.
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4. Requirements Definition - From the flow charting process the County will
be able to develop a requirements definittoa detailel 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 theCounty in:
e 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 aspectd 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 consultd. 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, engagg 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'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. Tal k with the Cou.nlnlessyoure urhapgywith thee nd o
Countyds current financi al software
your current software product, or an update of it, plus somefomised
training, can spare you from hagino 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 whet|
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 approxi mately
organization's size and complexity.

. 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

Il nvited t o parti ci patwndorsawna wisth don 0 t |
collaborate jointly on the proposal.

Note: Today it doesnot make much sen:
guote until you have selected a vendor. If you take a product
right off the shelf without any modifications there is a standard
price. Butonce you start modifying the existing programs the
price will change. Also, one has to understand what is standard
for one vendor is an aeoh for another. The price tag is only
part of the product's real cost. Other expenses, including
maintenance anthe longterm 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 implementatiba
expenditure, in dollars and in timef loading the software and
creating the apppriate 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 20of 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:

e Entry-level (Entry) software is designed for smaller-fmtprofit -
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 millio/prudit
entities in the country fitting this profile.

e Software for small to medium ndéar-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 ust#rs on
system at any one time. It is estimated that there are about 8 million
not-for-profit entities that fit this profile.

e Small to medium enterprise (SME) software is designed for
organizations with revenues of up to $500 million and as many as
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5,000 emjoyees with 1,500 concurrent users. Some 400,000 not
for-profit entities are estimated to make up this category.

e Enterprise resource planning (ERP) software is for the largest
governmental and ndor-profit entities with revenues exceeding
$500 millionand more than 5,000 employees, and more than 1,500
concurrent users. An estimated 80,000 entities fit this profile.

I f your Countyds financi al needs ar
software product one step up in order to insure maximum flexibility.
Li kewi se, I f your countyods financi

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 lesaéegory product

has fewer features, but your analysmgy 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 hasigch as
workflow, imaging, business intelligence and sophisticated acalyand
accounting functions. It follows that the higher the category, the larger
the initial and longterm costs.

Be aware, too, that if the County selects a product with too little
capability, it will usually have to recruit other applications, sashexcel

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 usualbBvie 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 Commi tteeods I i st of feat ur
Arequiredo t ho saedthbse that thecouwnty €oule fendtiend o
without. In addition, Steering Committee members should talk to others in
their particular area of functionalityeven those in other statesand ask
how they might assess a financial product. So that the podan 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, customitian 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 proinget 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 fAnot available at this timeod respo
placedasa fiNod6 i n the response matri x.)
need to include software from a third pairtys 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 ss\yoei

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. D o n rdirtg fumctionigtlestis ohehaesa that you will
need constant support for.

Once your list is complete eliminate the obvious poor chotbat is those
missing key modules and features or were unable to provide direct responses
to inquires and had to ingddong 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. Ptmeeashould not repeat
should not be the decisive factor. Prohibitive as some hghepackages

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 Coeflitginated them, in case
someone asks later why you did not consider a specific véndod they

will. Selecting the right package is mostly a process of eliminating the
wrong ones. I n the Countyds assess
county shouldalways 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 frometlgetgo. 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 angmng basis, new empyees 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 resdaof 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 that we are not able to discern among

the responses then it is time to bring in a consultant that does this for a
living everydayi and thee are several out there.

. 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 mduct 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 sofive or a "canned" demoone 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 functiongk. th&s
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 amore.

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 tawork.

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 vat 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 governmentt user t hat I's similar t
(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 f@0 Idays 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. e Tounty 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 morghd closing procedures.

. Contract Negotiations Once all vendors have been evaluated and once
pricing has been considered, as well as budgetary constraints, the County
should hirea 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 sommate a deal for the county. The
contract should include:

. Spelling out in |l aymands terms as
terms of the contract,

ii. There should be nothing left to interpretation, the definition
section of the contract is very important,

lii.  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 onaiy,
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 coroprises. 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 : Spreadpayments 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.

31



Errall [y
WEEKS, BUT WE PRICE, NOT DELIVERY
CAN DO IT IN SCHEOULES.

J

DO YOU WANT IT
SHIPPED BY GROUND
OR ATR? AIR IS
EVEN FASTER.

ol
| YSTE CoST

GARAN!
WHAT DOES THE

“DILBERT _2

SEOTiT &DM’!IS

=

WHEN DO YOU I'LL WAIT 1
EXPECT TO COME IN ABOUT AND BUY TWO MONTHS?

OUT WITH A TWO MONTHS, THE NEW T MEANT NEVER.

NEW MODEL? 3 MODEL.

[ 7 <>
NEVER? THAT MUST "
e YouR comeany || || FIRE Ge TR Tlio
M
55 AND T ONTHS AND NEVER

32




CHAPTER V

LOOKING FOR THAT OTHER RIGHT ANSWER
BUSINESS INTELLIGENCE

Introduction

Business Intelligence (Bl) must be demairtven, 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 uskige the process, and remove the
problems of content relevance and software complexity. Namely, although IT
driven BI projects frequently do not d
development cycle is inherently itemized and oepaded and therefe the
business decision maker needs to fAowno
should address the problem of content relevance by making the underlying data
architecture transparent to the users, who have access to information from multiple
systens, 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 (nereby the user environment allows business users to identify
and retrieve exactly the information they need), and providestease tools for
analysis. The value of information increases dramatically when business decision
makers drive the process, having precise control of the reporting and analysis
process. In the context of reabrld customer deployments there needs to be an
approach that emphasizes a clear separation of responsibilities. That is to say,
business people, from frefihe decison 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 deliveryof analytic content to end users, as the deployment
modul e automatically generates and Apus
related views to business us e+ddined, The
personalized data sets, in the form of anti®de online analytic processing
interface, with intuitive data analysis, report writing, and graphing capabilities built
in. Further, with used ef i ned #Ainformation Vviewso,
single or multiple data sources, users view this médron in close to redlme
without necessarily relying on a data warehouse or repository. Business users
receive Ainformation vi ews-mal,conoveaa pr ed
network, or by accessing a Web page.
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This application concept ensurelat the majority of the analytical
processing of content occurs "¢ffi ne" on the wuserds PC, r
connection. Users should be able to filter, etdwn, modify, and preview the
customi zed dAinfor mat i on stomizatimsadd erdsen e r e b
contr ol ' s such that the wuser very rar e
relational databases. This also significantly increases the scalability of the solution
by delivering compressed data sets duringpefik hous. The three most likely
common types of direct queries are:

1. Content buildng-user s are creating new Qi
analysis or distribution to other users.

2. AiDrhddksend user s, wh o recei ve a
Viewo, a n alofflnes than Wl batlkainto the relational
database for more information to support further analysis. {Drill
backs are typically targeted, exceptiossed result sets that are small
and can be processed efficiently.)

3. Pure ad hoc analysisvhen opeational and executichased reatime
querie® typically to support specific business decisidrae
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 tlsoftware 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 oscuduring 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,
saleable 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 the County needs to identify emerging trends
and specific needs more quickly and accurately. Bl solutions need to be developed
that will give the County managers a competitive edge. To that end, predefined
analytics fully integrated with the financiaoftware applications should be
developed to enable users to conductina and offline analysis, and consolidate
reporting on a wide range of business processes including position control, cash
flow, budgetary analysis, receipts, purchasing, and iowvent
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A new financial system should have a reporting application that includes a
suite of predef i ned Al nformati on Vi ews o0, re
performance indicators, supported by a flexible information architectuihat
enables direct mappin@ 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 alleseribed ad hoc
analyses, personalized reports.

Successful business intelligence (Bl) projects encompass more than
implementation of a solution on time and within budget. True success should be

measured by how the BI solution I mprov
through increased efficiency imeporting, planning, financial functions, and
performance measurements. This will h

fall into a predefined success rate.

Much has been written about measuring return on investment (ROI) for BI,
and the general oglusion is that gaining tangible insight into the initial benefits is
not easy. ldentifying longerm benefits becomes more practical as planning and
analysis, compliancy, and forwaloloking approaches become more mainstream
within an organization. Taain insight into how to implement a Bl solution
successfully, a government should benchmark the success of other governmental
entities, including their implementations and use of Bl, against their own current
initiatives. It is equally important that gesnments learn from other organizations'
failure®d and avoid repeating them.

Purpose

Going forward with a Bl solution the County needs to understand and explore
the five basic steps that a government should take to avoid common pitfalls
encountered by nmy entities when implementing a Bl solution. These areas
include:

¢ the identification of the business problem,
Bl tool use,
the delivery of data,
training initiatives, and
development of a framework toward choosing the proper solution for the
organizaion
These five areas provide an overview of items that should be identified before an
entity attempts an implementation of a Bl solution.
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Step One: Identifying the Business Problem

Identifying the Bl business problem is the first step to ensuring @essiul
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, soBition
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 Bl 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 Bl provides in terms of performance
management, collaboratiomjorkflow, 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 itifitrmation 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 Bl solution is implemented within a governmés usage usually
grows beyond initial expectations. For example, an organization may assume that
its Bl 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.d@ased 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 theirBfenvironment foistability.

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
Bl. Generally, once Bl 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 Bl should & determined beforehand.
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Another consideration is the type of Bl 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 performadageating 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 Deliveryof 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 Bl. 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 notprovide 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,talaguality and data cleansing need to be
inherent aspects of the delivery of Bl within the organization. In reality, short of
an organizatiotwide master data management initiative, the responsibility of
providing accurate data will fall on the shouldest the operational units
implementing BI.

"Some organizations are misguided and think that their Bl solution will
provide them with the tools to fix their data problems. BI solutions can provide
ongoing data quality processes, but these are not innateftiware offerings.
Some Bl 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 structuresintgzein
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. Hgweve

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 ocgéumsonths lated the

initial excitement and buwyn has subsided, and more importantly, users have
forgotten their newfound skills. To build momentum again, training needs to be
repeated wasting 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. Buyn 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 andealdivering that training in a timely fashion helps users apply
their newfound skills immediately, and helps to increase usembuy

Step Five: Choosing a Vertical or Horizontalbased Solution

Organizations should identify whether more value will beviged 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 wi
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 Bl in thiuture 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 verticdlased solutions because vendors haveldped 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 verticakbdasolutions that will meet
their immediate needs out of the box. Vertibaked solutions are likely to meet
the general requirements of the government as a whole or a department, but since
horizontal Bl solutions do not base themselves on specifiedntadals, they are
usually more versatile to the changing demands of the organization. Therefore, if a
County anticipates rapid Bl growth across the organization, having the ability to
develop solutions based on individual needs may be more beneficial.reldtes
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 éadan be avoided. To help
ensure Bl project success, organizations should work through these five essential
steps:
identifying their business problems
determining how they will use their Bl solutions,
knowing how and when data is delivered
rolling out user training initiatives at appropriate timasd
developing a framework for selecting the type of solution that will best fit
their organizations' needs

arwnPE
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“John, we’ve decided we'll be insourcing all the blame to you."

By Bunny Hoest and John Reiner

“Fm sorry,
sir, but
Accounting
can't accept
your ‘ego trip’
as a legitimate
expenditure.”
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CHAPTER VI
What is Enterprise Resource Planning (ERP)?

What Is ERP>

Enterprise resourcp | anni ng softwar e, or ERP,
acronym. Forget about planning t doesndt dand fongecabouto f t |
resource, a throw away term. But rememiber enterprise part This i s E

true ambition. The software attempts to integi@tedepartments and functions
across a government onto a single computer system that can serve all those
departmentsdé particular needs. Bui |l dir
needs of people in finance as well as it does the people in h@saurces 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
progam 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 paybéickompanies install the software
correctly.

Take a purchase oed for example. Typically, when a department places an
order, that order begins a mostly papased journey from inbox to inbox
throughout the government, often being keyed andeyed into different
department sdé comput er atjosngirgg@aeundinh ioboxg t h e
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 #®rfitlance
department, for example, to get into the computer system that controls procurement
to see whether the item has been shigpadnd most of the ti me
anyway. "Youol I have to cal/l t he dvendor
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. Financerocurement and the human resources all still get their own
software, except now the software is linked together so that someone in finance
can | ook into the procurementods softwar
i n the 690s ER® waghtdulkyeionpedrased monoc
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 resiteofunctions for another
day.
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How Can ERP Improve a Government's Performance?

ERPOs best hope for demonstrating
improving the way your government takes a requisition (electronic) and creates the
purchase order (et&onic) 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 all without any @per hitting the table. That is why ERP is often
referred to as baetiffice 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 depaments 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 systémtrack 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, ssacéngployee benefits or
financial reporting. That, at least, is the dream of ERP. The reality is not so rosy.

Let6s go back to those inboxes for
been efficient, but it was simple. Finance did its job, purchasingsdjdb, and if

\'

q

anything went wrong outside of the dep

problem. Not anymore. With ERP, the procurement process is no longer just
typists entering someoned6s name i nto
ERP sreen makes all viewers part of the government procebsas it been

or den bad bieen shipped?has it been received?where? who?i was it
partial or full’?-has i1t been paid for? But 1i1to
wake upi everyonein the supply chain. Accountability, responsibility and
communication have never been tested like this before.

And, people in general donot | i ke t
to change how they do business. That is why the value of ERPherddo 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 repotisen 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 alb indeed, the new software could slow you down by simply replacing the old
software that everyonknew how to use with new software that no one wants to
learn, let alone how they conduct business.
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Numer ous department al Ashadow syste
enterprise and user department admini si
sy st eusal toireder to departmespecific systems that provide functionality
reqguired to meet departmentsodé administr
Countyds centr al admi ni strative systems
and PCGbased envonment 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 vaous systems, numerous interfaces must be maintained,

etc.); and

3. Systems are difficult to use often County employees must work with
several of these systems, and each
feel 0.

The technol ogy of tehsgstenCis datet. yMasy ofattemi n i
systems are twenty (20) to thirty (30) years old, and as a result:

1. The County 1 sandpth alyloe wii @ hi mlewg ( and e
technologies (e.g., Internbaised technologies, bar coding);

2. It is often difficuttomodi fy the systems as the
codingo (i.e., changes must be made
of simply changing data table entries to make the changes as is the case
in more modern systems);

3. The County is exposed to significansk (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 rapadly
approaching, or have reached, retirement age; and

5. The systems are difficult to use as they lack the modern, Winbassd,
common user interfaces that system users are accustomed to using (e.g.,
e-mail, office applications, Internet browsing). Thischnology also
negatively impacts the ability to gain efficiencies in related business
processes.
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A number of the Countyods business ne:
systems. As a result of these unmet needs:

1. The Countyos b u s i gniecandy lepsr edficients e s ar
effective than they could be.

2. Departments continue to spend, and have plans to spend, significant
amounts on enhancimdonkeeirl egaicyt isn
purchase their own departmespecific integrated systeninghis funding
could be used toward the implementation of a single, enterprise ERP
solution.

3. Continued investments in standalone systeinswhether custom
extensions to existingheshet €émsprodu
or home grown have other disahtages, too. Such systems require
significant duplications of resources on an ongoing basis to design,

I mpl ement , upgrade, and maintain si
overall investment in this function above what would be required to
perform thoe same duties for a centralized system. More importantly,

t his approach woul d continue to f
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 instald/l an ERP produc
be fooled when ERP vendors tell you about a thhrem sx-month average
I mpl ementati on ti me. Those short (t

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
governmeh 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 charg t 0 0. And t hat kind of
without pain. Unless, of course, your ways of doing business are working
extremely welli and there is a high level of efficiency, accuragg which case

there is no reason to even consider ERP.

The importan thing is not to focus on how long it will tadereal
transformational ERP efforts usually run between one and three years, on
averagé but 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 espa 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.

|l tds true t medttos@ve iAtegnatos prablerss| byt it worked

only in the theoretical environment of
who believe they are modeling an entire
time thinking about how that system will cawut with other systems e.g.. the

Criminal Justice Case Management Systen

creating the whole thing right here? Of course, as soon as companies began buying
these products, it became clear that enterprise softwaream@ber chuni& a

much larger and better integrated chunk to be sure, but still a @hafrgoftware

in a complex architecture of IT systems that desperately needed to talk to one
another and exchange information. The vendors created clunky, proprietary
metlods 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 frdmthose that were monolithidighly
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 sui
for free and you can gradually get rid of all those other troublesome chunks.
Again, it sounded great to the people buying the stuffjovernment people. But
who could afford to instald/l enterprise
R&D labs? \ery 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 sofevdo 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 meatlzat 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
fi nanci al s, which didnot change much.
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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
middlewar® tacitly ackiowledging 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 Wetvices standards movement,
looking ever more like the Dark Princes while the originators of |tio&-in

concept | BM and Microsoft, | ooked | i ke Wh
of work to create free (so far, anyway) standards for integrationab ¥érvices.
And i1 tbdés great stuff. How ironic that

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, orekeat t he sof t wa
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 capabidlities an
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 tley were installing in order to be more integrated, more efficient when
the new software was installed. For the few governments that could afford to
i nstall enterprise software in the mann
may have gotten thereMany 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 informationd ; as the governmental managers try
to understand their government&s ¢
many different versions of the truth. Finance has its own set of revenue
numbers, revenue accounting has another version, and tleeediff
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 sameisystem
one data base.

2. Integrate cash collection ad customer servicd ERP systems can
become the place where the customer is handled with timely service.
The cash receipting system becomes standardized and it can reside on
everyoneds computer at t he same t i
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reality. By hawng this information in one software system, rather than
scattered among many different SYyS
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 procesgeshen
governments are trying to merge activities and reduce the need for
additional personnel it is often found that multiple governmaenits
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 processksusing a
single, integrated computer system can save time, increase efficiency
and reduce headcount.

4. Reduce inventornyd ; ERP has a tendency to reduce the need for
departments to continually be ordering inventory provides a level of
artificial intelligence to anticipate needs and allow for orders to be
placed so that supplies will arrive jtisttime. 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 inveisted
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 softwiaesn ERP specialty.

5. Standardize HR informationd ; especially in gvernments with
multiple departmental units, HR may not have a unified, simple method
for tracking employeesd6 time and
benefits and services. ERP can fix thaind it can be real time with
complete documentation.

In the raceo 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 thaake 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 indust has struggled with the different ERP
vendors to modify core ERP programs to their ndedad by 1999 we had seen
some real progress in government capability.
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Will ERP Fit the Ways | Do Business?

Before the checks are signed and the implementagog b n s |, i tds cr
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 processeg. Criminal Justice Case
Management. At that point there are two things they can do:

e They can change the governmental process to accommodate the
software, which will mean deep changes in lasgalished ways of
doing business (that often provide competitive advantage) and shake
up I mportant peoplebébs roles and r
governments have the stomach for).

e 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 t he software t o t he
excruciatingly difficult because the customizations will need to be
torn apart and rewritten to fit with the new version.

Needlessd 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 check$o 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 dowhnetline, 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 fasterrihaversights in planning almost any
other information system undertaking.

What Does ERP Really Cost?

There arenot any good numbers to pr ¢
installation has so many variables, such as: the number of divisions it w#i, serv
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 projeadd if 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 installdon costs, which is that the installation will cost about six times as
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much as the software licens8ut 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 fran

Research companies donodét even bother
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 st& 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 surveyédincluding small,midsize and large companies in a range of
industrie® the average TCO was $15 million (the highest was $300 million and
the | owest was $400, 000) . Whil e itods
of range of companies and ERP efforts, Meta came upondhstatistic 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 andessts it was
far cheaper to have the ERP systems hosted. Hosting reduced the cost per user per
year to less than $8,000nominal investment in hardware; nominal investment in
software; nominal investment in programmers. But, there is additional expens
incurred due to the extent of training that is continually required.

When Will | Get Payback From ERPd and How Much Will It Be?

Dondét expect to revolutionize your g
optimizing the way things are done internallyhexr than with customers, suppliers
or partners. Again, value depends on ambitikbrthe 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 sirsgbtems 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, tre-lowdt
value may not be muchveterans 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 andrpcesses 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 milligh pretty modest, considering that ERP projects at big
companies can cost $50 million or more.
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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 agtemettain 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.

e Trainingd Training is the neamnanimous choice of xperienced
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 abldétp 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 bifected by the ERP system. One
enterprising government hired staff from a local school system to help
him develop and teach the ERP governmteaihing course to
employees. Remember that with ERP, finance people will be using
the same software as wareise 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 testingd Testing the links between ERP pagka
and other corporate software links that have to be built on abgase
case basis is another oftanderestimated cost. A typical government
may have adan applications from the magre-commerce and
supply chaid to the minod sales tax computation armhr coding.
Al | require integration |Iinks to
addons from the ERP vendors that are-prtegrated. If you need to
build the links yourself, expect things to get ugly. As with training,
testing ERP integration ha® tbe done from a processiented
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 requisitionpurchase
order 1 vendor notification 7 to delivery 1 receiving reporti to
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payment. Preferably with the participation of the employees who will
eventually do those jobs.

Customizationd Add-ons are only the beginning of the integration

costs of ERP Much more costly, and somdtly to be avoided if at all

possible, is actual customization of the core ERP software itself. This
happens when the ERP software <can
processes and you decide to mess with the software to make it do
what y 0 U Wwa nying with fi®eo Thé customizdtians 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 besbf circumstances you will have a real nightmare
because youol | have to do the cus-
version. Maybe it wildl wor Kk, ma y
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 conversio® It 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 fevance 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 compasiare more likely to underestimate the
cost of the move. But even clean data may demand some overhaul to
match process modifications necessitdted inspired by the ERP
implementation.

Data analysi® often, 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 budetnd 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 programmifighe ugshot is that

the wise will check all their data analysis needs before signing off on
the budget.
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Consultants ad infinitumd when users fail to plan for disengagement,
consulting fees run wild. To avoid this, governments should identify
objectives for whichits consulting partners must aim when training

I nternal staff. l nclude metrics 1in
specific number of the userds staf
management leadership t@similar to what the consultantsveato pass

to lead an ERP engagement.

¢ Replacing your best and brightesd it is accepted wisdom that ERP
success depends on staffing the project with the best and brightest
from the government and IS division§he software is too complex
and the governmeim changes too dramatic to trust the project to
lust anyone. The bad news is a government must be prepared to
replace many of those people when the project is oveiThough the
ERP market is not as hot as it once was, consultant and software
companies thatave lost their best people will be hounding yours with
higher salaries and bonus offers than you can affaed t hat you
HR policies permit. Huddle with HR early on to develop a retention
bonus program and create new salary strata for ERP vetefaysu |
| et t hem go, y 0 u 00l or someone dike th@n hi r i r
back as consultants for twice what you paid them in salaries.

¢ Implementation teams can never stof most 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 jBiot after
ERP, y Ou ¢ ano.tThegimplementars areatgoavaluable.
Because the implementers have worked so closély BRP, 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 t hey
people back into the government becausethed s s o much t o
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 training is continuous going forwardand the ability to have
analysis availale on the flyi 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 p&RP 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 gbve date, long before the ERP project has
demonstrated any benefit.
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e Waiting for ROI & one of the most misleatj 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 ER. Mo s t of the system
value until after companies have had them running for some time and
can concentrate on maki ng I mpr ov

business processes that are affected by the system. And the project
team is not goingp be rewarded until their efforts pay off.

e PostERP depressio® ERP 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 pdormance when their ERP system went live. The true
percentage is undoubtedly much highdrhe most common reason
for the performance problems is that everything looks and works
differently from the way it did before When people ca
jobosinhe familiar way and they haven
they panic, and the government goes into spasms. Worse yet many
empl oyees quickly see that their
proper education of the needs in the future personnel will becom
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, constructiofio get the most from the
software, you have to get people inside your government to adopt the work
methods outlined in the softwardf the people in the different departments that
wi | | use ERP donot agree that t mre wor |l
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 hodvor even whethér the 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 theoftware 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 dexaxy
government is different and is bound to have unique work adstkhat a vendor
cannot account for when developing its software. The mistake companies make is
assuming that changing peopl ebs habit
soft war e .Gettind pedple ingide your government to use the software to
improve the ways they do their jobs is by far the harder challengeyour
government is resistant to change, then your ERP project is more likely to fail.

(See AAttachment Do for additional det a

How Do | Configure ERP Software?

Even if a governmeninstalls ERP software for the walled 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 hootechgotchy. Thepackages 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 aelyvay for the
government to do each taslsay, run the payroll or close the bodka
government o0s I ndi vi duflang diospres raeetintegrgted u n i t
under one systemBut figuring out precisely how to set all the switches in the
tables reques a deep understanding of the existing processes being used to operate
the governmentAs the table settings are decided, these government processes are
reengi neer e dJost ERRRBYtems \ara preconfigured for most of the
major processes, howaveallowing just hundreds rather than thousan@dsof
procedural settings to be made by the customer.

How Do Governments Organize Their ERP Project3
Based on observations, there were six commonly used ways of installing
ERP systems during the period 1998004

1. Big Bang -- Is the most ambitious and difficult of the approaches to
ERP implementationgovernments cast off all their legacy systems at
once, and they install a single ERP system across the entire
government. This method dominated early ERP lemgntations
because of the need to revamp old systems for Y&K governments
would dare to attempt it anymore because it calls for the entire
government to mobilize and change at ontbemany cases, the speed
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of the new system may suffer because itseyving the entire
government rather than a single department. ERP implementation
requires a direct mandate from the chief finance officer.

. Franchising -- This approach suits large or diverse governments that
do not share many common processes acrossrigmental 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 franding 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.

. Slam Dunk -- ERP dictates the process design in this method, where

the focus is on just a few kerocesses, such as those contained in an
ERP systemds financi al modul e.
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
favorofthetERP systemds "canned" process
have approached ERP this way can claim much payback from the new
system.

. Pilot All Functionality with Phased Deployment -- This approach

Il nvol ves t he devel opment ofal a nAp
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).

. Big Bang Deployment of Core Functionality at All Departments /

Phased Deployment of Future Functionality -- Using this

depl oyment strategy, al/l depart men
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.

. Function-by-Function Deployment -- This strategy is one in which
major functional modules are deployed in a logicahner, usually one
module after anotherA single module is deployed across all County
departments before work is initiated on the next moduléis
approach is sometimes used for software -custewelopment
projects. This strategy is also occasionatignsidered 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 vesions of ERP software you have in your government. The
original vision of ERP was that the entity should have a single ingtance
that is, a single implementation of the software running on a single
databasé that serves the entire government. It would meamuplication
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 OoERP across the government.

But few governments attempted ERP installations in this manner.
First, there were the technology limitations: databases, networks and storage
systems coul dnét handle the |l oad, an
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 staimces 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 inglances
while also getting rid of outdated or featypeor systems from oén
vendors? Like most complex technology issuats depends. There are
some compelling reasons to undertake such a project now. For starters, the

Sarbane©Ox | ey Act , t h e -Emyam vaecountinge legtslatisn p o s
requires that financial reports rea verifiable audit trail an issue that is
critical i n governments. With a s

financial data will live in one application and will originate from one source,
eliminating consolidation errors and greatly reducing tihee 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 needsnprovement. Also, Mata estimated that governments
could budget $3.3 million for a singlastance of implementation instead of
$9.1 million for multiple instances.
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But despite these benefits, 41mdreplace is a difficult pill for finance
officerstosval | ow. And theyodore wondering
their integration headaches: Web services and the promise of service
oriented architecture (SOA). Web services cduldth the emphasis on
couldd allow finance officers who have invested in tekbreed
solutions to integrate their standalone systems without either shelling out
millions for single instance or tyi
vendor. Trouble is, Web services are maturing and SOA are still in their
infancy and requireomplex planning and a long list of programming
and architectural talents inside the IT departidemntn d donot fo
implementation time and cost.

Most pundits believe some form of standard, simple, vendor
independent integration will emerge over the long r m, but that
help finance officers today. Most experts recommend waiting for better
integration standards if the costs of operating your systemssas d o n 6t
outweigh the costs and benefits of ripping and replacing with a single
instance and thgovernment 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 patlead their
government down. Here are some very basic guidelines:

You should consider single instance if yau
U Have fairly commonplace government processes that extend
across all divisions
U Have older systems that need to be replaced
U Have multiple ERP irtances from a single vendor

You should consider an integration layer if you.
U Have divisions with wunique gove
changed
U Consider an existing investment in be$tbreed solutions a
competitive advantage
U Want an environment irwhich it is easy to integrate new
applications
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How Difficult Is It to Upgrade ERP Software?

|t 6s ext r e nrdebsyoudiie brie iofdhe rate 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
logictothed epart ment al head that wondot be al
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 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 ¢ ouérmimend barorsst almogde up
processes couldnot be any good anyway
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 wayradude.
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 rany 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 tm 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 thavery custom link had to be redone, even to the pieces that
di dndét 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 ookthe value propositions that had been so
enticing in the first pl ace: Afreeo up
software vendors started charging fresh license fees for the new components they
developed. Many early ERP suites had theiredevo p me n t Afrozen. o
could continue to get support, but newer features cost extra and worked much
betted or sometimesonywi t h t he newer version of t
chief finance officers stuck with the old suites began wondering wddetéeir
mai ntenance fees had gone. They <coul
componentized version of the vendorso
pay a new license fee for their trouble.

58



In theory, early users of ERP paid for those nassions 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
verdors. 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

Will Service-Oriented Architecture (SOA) Replace ERP?

No. Every government needs a core transactional system that records the
information from its most important government processesBut today
governments are realizing that ERP is shifting from being the sum total of their
software architectar strategy to being a component of a larger strategy based on
expressing technology as specific government services that people can easily
understand such as fAcustomer recordo odr Aget
rather than arcane software applications HRP.

The services strategy entails building an integration layer that is separate and
distinct from any of the software applicatidnsicluding ER® i n a gover nme
portfolio. The foundational piedeknown as the messaging infrastructure like
a goodexecutive assistaittranslating, 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 comctions to all the different systems it may need to
communicate with. But while the messaging infrastructure makes connecting
systems easier, It doesndét free busine:«
eliminate redundancies in applications, coide 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
j ust pl ai n tliias sratagy, arel st ds) the aacand core piece of the
integration layer. This is an old concept, based on cbjgented programming
from the 680s. Services extract piece:
and databases around the governmenthamdlle them together into chunks that
are expressed in government terms.

At telecom government Veri zon, for e
(get customer service record) is a complex jumble of software actions and data and
government logic extractin s t hat uses Verizonos me ¢
access more than 25 systems in as many as four data centers across the country.
Before building the fAget CSRO service,
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critical lump of data would have to builchks to all 25 systends adding their own

links on top of the web of links already hanging off the popular systems. But with
the fnget CSRO service sitting in a cen
developers can now build a single link to theetally 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 moates) years, of
development time each time the service is used.

The most i nteresting new Afeatureo
today is the extent to which they will make their software part of a sen8¢2A
using their own homegrown integratisoftware, 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 layedependent 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 differentiatidmminance over
the software acquisition process of their customers.

When chief financi al of ficers or |I'T
or an fAOracle shop, 06 itds because soft
architecture and new softwar@ifn 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 advantage they have with
existing customers. Some ways that vendees 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 i With e-Commerce?

ERP vendors were not prepared for the onslaughtaainemerce. 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
comforable 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 systénthings such as order information, order status, inventory
levels and invoice reconi@tiond except 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 systetnsne for customers (otherwise known as gorerntto-
consumer) and one for suppliers and partners (goverAmgavernment). 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 venda 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 iti and todaymore is available than it was yesterdaiyhe bottom line,
however, is those companies withicemmerce ambitions face a lot of hard
integration work to make their ERP systems available over the Web. For those
companies that were smaror luckyd enough to Bve bought their ERP systems
from a vendor experienced in developineca@nmerce wares, adding easily
integrated applications from that same vendor can be a rEawayy option. For
those companies whose ERP systems came from vendors that are lesseaagerien
with ee.commerce development, the estnd possibly only option 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-commerce requires careful planning, which is key to getting
integration off on the right track

Resources:

Shayne Kavanagh, AERP Mar ket Ooverranentknsncd or Mi d
Review(December 2004)

Rowan Miranda, A PKniglstsoDoindPBusiness Withrardd ERPhindaisty in
Transition, 0 Government Finance Review (Augu

Rowan Miranda, Shayne Kavanagh, Robert Roque:
Technology Needs Assessment: Evaluating the Business Case for ERP and Financial
Management Syster(tShicagg GFOA, 2002)
A Guide For Preparing an RFP For Enterprise Financial Syst@hicago, GFOA, 2000)
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