The Enterprise Challenge to Systems Modernization

Mark Carney, Deputy Chief Financial Officer of the U.S. Department of Education, began this session by stating that profound changes in financial management systems have been fast and furious over last decade.  Systems afford greater flexibility allowing for better decision making in government.  Most agencies have plans to consolidate, modernize and integrate systems.  While agencies have been focusing on their own modernization efforts, we now have requirements to modernize across government.  What we end up with will be far better than what we have today.

The CFO Council’s Systems/E-Government Committee, chaired by Mark Carney, is working on a number of initiatives to address the enterprise challenge to systems modernization.  These initiatives include: 

(1) standardization of financial data and elimination of redundancies in federal financial systems; (2) defining agency CFO roles and responsibilities in the framework of E-Government initiatives; (3) maximizing the government’s positions in relationship to software vendors and financial management systems contractors; (4) systems support of budget and performance integration; and (5) automating audit capabilities into financial management systems and defining the impact on accelerated financial statements submission schedules.

Agencies are dealing with stovepipe systems within their organizations and that if there are efficiencies in combining financial systems, Mr. Carney enthusiastically supports this concept.  He concluded that agency CFO’s have an important role to play and must make an effort to work with modernization groups on government-wide initiatives.

Karen Alderman, Executive Director, Joint Financial Management Improvement Program (JFMIP), stated that her organization provides support to systems modernization through the development of a financial management framework, systems requirements, core financial systems testing, education and outreach.  JFMIP’s Framework for Federal Financial Management Systems, currently in exposure draft, will form the foundation of financial systems documents.  The framework cuts across the entire federal enterprise to include business, information/data, services/applications and technology.  JFMIP anticipates completing the final document review by the end of March 2004.

Ms. Alderman referred to the CHAOS report entitled, “The Dollar Drain of Information Technology Project Failures,” (The Standish Group, 1995) which followed systems implementation.  The CHAOS report lists among the top ranked causes of IT project problems, incomplete and changing requirements and specifications.  JFMIP has spent a great deal of effort in the past five years describing the requirements of financial management systems.  The next steps are to enhance the requirements process, update the property system and core financial system requirements, and develop insurance system requirements.

JFMIP develops requirements documents about once every three years.  These documents are currently at various stages of development ranging from written, organized, structured, traced, or integrated.  JFMIP has published 14 financial management systems documents since 1998.  Recognizing that the requirement’s process must be unambiguous, reliable and timely, JFMIP is building on past successes by moving towards a higher level of requirements management capability through the use of integrated database tools.  Requirements on the crosscutting edge will be numbered, structured, and traceable.  The first requirements document developed using the integrated database will be the property system document followed by the core financial management system. 

Since 1999, JFMIP has been conducting functional tests of commercial off-the- shelf (COTS) core financial systems software.  The objective of the test was to provide agencies assurance that vendor software is meeting the minimal system requirements.  Functional testing identifies defects in vendor software, thereby reducing costs that would otherwise be spent by agencies in software corrections.  JFMIP recently completed a second round of testing in 2003.  Plans for 2004 include incremental testing with a focus on core requirement updates in 2005.

Ms. Alderman described some of the lessons learned from the test and pointed out significant limitations to what JFMIP test does.  All software required specific configuration to meet JFMIP requirements.  Many agencies had trouble configuring and running these software products in their organizations.  

Agencies need to select a software integrator, adopt the federal accounting standards, and ensure the configuration choices will continue to meet core accounting requirements.  Agencies must also perform extensive acceptance test to ensure the configured system will perform well in the agency environment prior to live operation.  Agencies need to perform acceptance test for any new software version prior to system upgrade to ensure a smooth implementation. Having clearly articulated standardized requirements will significantly reduce agencies’ risks for system implementation failures.  

JoAnn Boutelle, Deputy Chief Financial Officer, Department of Defense (DOD), is responsible for the DOD-wide findings, accounting processes, and systems.  Ms. Boutelle explained DOD’s approach to business management modernization.  In 2001, it was reported that DOD had many convoluted financial systems, ones that did not integrate, duplicative systems, and financial information stovepipe systems.  After looking at DOD’s financial structure, the General Accounting Office suggested that DOD develop a business architecture.

Defense Secretary Rumsfeld recognized that timely information and reports would not be realized without building a business architecture with DOD business partners.  Hence, the development of the Business Modernization Program was established to transform business processes within DOD.  .  

Currently there are many DOD stovepipe systems and processes.  Corporate policies have been established, but each branch of the military has interpreted the policies differently.  The varied interpretations have resulted in poor management data, inadequate return on investment, and sub-optimal war fighter support.  DOD currently has over 2,200 business systems.  “If we don’t have a good handle on our IT portfolio, we cannot build an architecture to bring these processes together to give decision makers a department-wide, corporate look”, said Ms. Boutelle.  Right now, the only way for DOD to get information needed to answer questions or make decisions is to put out data calls and analyze the data being provided.
Defense’s strategy for business transformation is to (1) develop DOD-wide business enterprise architecture, (2) re-engineer business processes using an incremental approach, (3) develop a DOD-wide governance; (4) use portfolio management to determine information technology investments, and (5) test and implement system solutions.  Ms. Boutelle realizes that this change in strategy does not happen overnight.  It occurs by blending architecture, needs, controls and acceptance of processes through cultural change.  Business transformation must also be done incrementally and with priority focus.

Under the governance process, DOD created domains in several business areas—human resources, acquisitions, accounting, budget, information technology, and others.  Experts from each of these areas are working within the governance structure to build end-to-end processes and create an architectural tool that brings it all together.  The end result will be auditable processes with reliable data.

Having developed the first version of the enterprise architecture plan, started business process reengineering, implemented a governance structure with domains, and establishing two levels of steering committees, DOD is well on its way to completing its first modernization effort by the summer of 2004. For the first time, DOD has started end-to-end process reviews, built in process controls and engaged domain owners.  Among Defense’s goals for the accounting and finance domain is to obtain an unqualified opinion on the financial statements.  The new business enterprise architecture will be the foundation for DOD’s success in that area.

One lesson learned that Ms. Boutelle advised other agencies to do is to put a communication strategy in place at the beginning of the process.    


Richard Gregg, Commissioner, Financial Management Services (FMS), Department of the Treasury, began by stating that in the past FMS’ tendency was to deal with its customers from a business line approach, creating stovepipe systems based on a business lines and then building separate interfaces with the agencies.  This approach resulted in multiple systems and subsystems to deal with agency programs, including 50 operational systems.  In some cases, these systems have thousands of end points. 


Mr. Gregg stated that in terms of the data issues, data interfaces are often repetitive.  The same data captured for payments, collections, or intra-governmental systems is the same data needed for accounting systems.  FMS spent 30 years looking to see if the agencies could send data through two routes, one detail and one summary, and end up with the same results.  FMS experienced the same problems of unplanned growth in terms of interfaces, data, and systems with technology.  By using multiple technology and software, FMS finds itself running mission critical systems on technology that is no longer supported by vendors.

Having recently taken stock of the current situation, Mr. Gregg believes the solution is to develop an enterprise architecture.   With an enterprise architecture, the agency can lay a foundation of where we are and where we need to go along with a transition plan for getting there.  Enterprise architecture is as much as cultural change as it is a process.  

Mr. Gregg drew an analogy between enterprise architecture and the famous “Winchester House” in San Jose, California.  The Winchester House started out as an eight-room farmhouse that became a 160 plus room mansion.  The house was so large that it took 20,000 gallons of paint to cover it.  It all began in 1884 when misfortune struck and Sarah Winchester became the widow of William Wirt Winchester, the heir to the Winchester Rifle fortune.  Psychics convinced Sarah Winchester that she needed to build a house to appease the dead spirit of those who had been killed by the inventor’s rifle.  For the next 38 years, Sarah Winchester had construction crews working around the clock, 365 days a year.  She would commune nightly with the spirits and present the plans to the builders each day.  The house became a patchwork of finished, unfinished, and half finished rooms, where closet doors opened into walls and stairways led to ceilings.  After her death in 1922, the house had grown to seven stories and construction stopped instantly.  Ms. Winchester had gone through most of the inheritance and the house was sold as an attraction.

“That’s kind of how we are building systems,” said Mr. Gregg.   Each system FMS has built has been improvement over the last one, but basically we are building with the same architecture plan as the Winchester House.  As a result, there is a great deal of waste in areas that are not usable.  How can enterprise architecture fix this?  The answer is through cultural and process change.  FMS consultants look at where FMS is today and where they want to be in the future.  FMS developed a governance process and outline of where they want to be, and communicated this message throughout the organization.

Enterprise architecture will provide a clear vision of where FMS needs to go in terms of business processes, data, interface and technology.  It will help agencies by eliminating multiple IDs and passwords with a single sign-on approach, introduce portal technology to provide single view to all FMS, thereby simplifying and easing the access to platforms.  Multi-collection points of repetitive data will be eliminated, which will free up agency personnel time for other work.  Enterprise architecture will also create an FMS data mart of consolidated data to afford sharing information across a wide range of agency interests with relative ease.

FMS has stopped or reevaluated several projects that do not meet the goals of enterprise architecture.  FMS has also developed a governance process and technology reference manual and communicated this message to executive and managerial staff.   Enterprise architecture will change and improve the way FMS works going forward.

Wayne Leiss Chief, Financial Systems Branch, Office of Management and Budget, manages a small staff of individuals with significant systems implementation experience.  The role of the Financial System Branch  is to orchestrate government-wide financial management systems architecture structures.  Mr. Leiss said that intergovernmental portals are coming and E-Travel is not far behind.  He advised agencies not to wait until the next version of these systems come out, but to get on board early.

His office will have a role in determining which services are provided and will help facilitate the procurement of the financial management goods and services systems, such as the SmartBuy Program.  They will contribute to the JFMIP testing and the methodology used for the testing.  His office will also assist with agencies’ financial management implementation plans, review OMB Exhibit 300’s from agencies’ budget submissions, and provide advice and guidance to agencies on project scooping.

Mr. Leiss anticipates drafting service-level agreement templates and contract clauses, specifically exit clauses.  He believes that small agencies with annual appropriations under $500 million should have its financial management functions serviced by another agency and not have its own in-house financial management system.  He pointed out that his Brach will be lead organization within OMB for certain E-Government initiatives, including the Financial Management Line of Business and the E-Grants projects.

