We have been advised that RMIT’scurrent strategy isto maintain and support
the existing AM S solution for at least the next 18 months to enable RMIT to identify
and implement an appropriate replacement solution in late 2003 or early 2004. Thisis
largely driven by the advice RMIT received that it was not cost-effective to attempt to
rectify the issues associated with the current implementation of AMS. Sustaining AMS
in itscurrent form is not feasible in the long-term given the high level of customisation
to the system, theissues of the integrity of the data contained within it and the extensive
work that would be required to bring the system as currently implemented at RMIT up
to standard.

Overall conclusion

The implementation of the AMS has been, and continues to be, a significant cost
and operational burden on RMIT. Additional funds will be required for remediation work
and for a replacement solution in late 2003 or early 2004. The current system has not
provided the functionality originaly planned and RMIT faces significant challenges in
transitioning to a high quality student administration system that is sustainable in the
medium to long-term, as well as funding the activities necessary to achieve this outcome.

RMIT did not comprehensively plan for, and apply, appropriate contract and project
management practices. RMIT did not establish the required governance arrangements,
including senior management involvement, or support, to ensure the implementation project
was effectively managed. As aresult, the AM S became operational athough it was unable to
satisfy a significant number of critical business needs. A consequence of this was that RMIT
operations suffered disruption, including services to prospective and current students.

While some significant progress has subsequently been made by RMIT towards
stabilising and supporting the AMS to alow faculties to meet the short-term requirements of
the academic calendar much remains to be done - both in the short-term to ensure processing
regquirements are met, and over the longer-term if alasting solution is to be found.

Better practice

The results of our review of the implementation of AMS by RMIT highlight the
need for learning from this experience. While recognising that, in a devolved environment,
each chief executive officer is responsible for the effective and efficient use of resources, the
Issue of the need for guidance and how organisations can learn from the experience of others
needs to be addressed. It is inherently inefficient and of questionable cost-effectiveness for
mechanisms not to be put in place where experiences can be shared. To this end, the
following section of this report provides an introduction to some better practices in the
implementation of IT systems. It acknowledges material drawn from Audit Report No. 12,
2001-2002, Selection, Implementation and Management of Financial Management
Information Systems in Commonwealth Agencies prepared by the Australian National Audit
Office.
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In March 2001, the Organisation for Economic Cooperation and Development

(OECD) released a management brief? that addressed the problems with implementing large
IT projects in both the public and private sectors. It reported that “ ... budgets are exceeded,
deadlines are over-run and often the quality of the new system is far below the standard
agreed when the project was undertaken” . As few as 28 per cent of IT projects undertaken
in the United States in 2000 were successful in relation to budget, functionality and
timeliness. An equivalent number of IT projects were cancelled. The OECD recognised that
problems with IT projects represented a significant economic, political, efficiency and
effectiveness risk to government. More concerning is that 1T implementations that do not
achieve their objectives put at risk e-government initiatives.

The OECD identified some key factors that contribute to public sector organisations

“getting it right” in relation to I T projects. These key success factors included:

Establishing appropriate governance structures. To do so when establishing I T projects
it should be recognised that rapid policy change, higher standards of accountability and
short deadlines are common place in the public sector. These risks to the IT
implementation project should be identified and better managed by organisations;

Thinking small. This involves only undertaking projects that can be reasonably
completed within 6 months, offer technical simplicity, have modest ambitions for
business change and involve teamwork-driven business goals;

Using known rather than new technologies, and minimising customisation of standard
software. If new technologies are unavoidable, a rigorous testing program should be
undertaken prior to establishing an implementation contract;

Identifying and managing risk. Independent review programs can assist with the
identification of risk. However, for these programs to be effective, organisation
management then needs to address problems immediately and thoroughly;

Ensuring compliance with better practices for project management;

Holding business managers accountable. IT system implementations must be led by
senior management and not 1T experts. Senior management leadership, responsibility
and accountability are critical to the success of an IT project. In planning the project it
IS necessary to identify who will be held accountable for delivery, how performance
will be measured and when performance can be measured;

Recruiting and retaining talent. Frequently, the public sector has a lack of relevant IT
skills and this created a high level of reliance on contractors,

Prudently managing knowledge. Knowledge management initiatives include training
staff, arranging seminars, and collecting and managing IT-related information in
databases,

% The Hidden Threat to E-Government. Avoid ng large government I T failures, OECD Public Management
Brief No.8. 2001.
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e Establishing environments of trust with private vendors. This could involve offering
rewards for good performance such as bonuses rather than just focusing on penalties
for poor performance. It also involves partnering and particularly sharing your
organisation’s vision and objectives in relation to the project with vendors so that they
have a better understanding of your business requirements; and

¢ Involving end-users.

The OECD concluded that public sector organisations should not take risks, instead
they should identify risks, determine which risks they are willing to take and manage those
risks within appropriate governance structures.

In the context of the comments above, this section highlights the key lessons learnt
from the AMS project, which are applicable to any large system implementation project. The
findings are grouped under what we believe are the 7 key focus areas for any project as

outlined below.

. Establishing, agreeing and monitoring
the delivery of organisation benefits,
e.g. financial, knowledge and skill
development

. Risks are appropriately identified

. Appropriate efforts are in place to
manage these risks

. Delivery commitments are feasible
. Project boundaries are appropriately defined
. Roles and responsibilities are clearly agreed

. Proposed/agreed changes to terms are
appropriately reflected in proposed/agreed
costs, schedules and responsibilities

Source: Victorian Auditor-General’s Office.

. Right sponsor is engaged
. Regular steering committee meetings held and

discussions minuted

. All stakeholders groups are represented effectively
. Actions/decisions taken in a timely fashion

. Benefits are identified
. Benefits realisation strategy is documented
. Benefits are monitored

. Milestones are clearly agreed
. An appropriate approach is being used

. There is confidence in the accuracy of
progress reports and estimates to
completion

. Project is appropriately and fully staffed
. Morale is healthy
. Productive and effective environment
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Scope is realistic and managed

A project needs a clearly and tightly defined scope and time frame to prevent scope
creep from occurring. This is important when multiple stakeholders, such as faculties, have
differing opinions regarding the solution to be delivered. In the AMS project it was noted
that each faculty had differing views on the AMS solution, resulting in each faculty having
its own software requirements i mplemented.

Any changes to the scope or focus of the project should be clearly defined in
concise and definitive documentation to ensure that a record is maintained of approved
changes and that such changes are appropriately approved at the highest level since they
could jeopardise the entire project. Thiswill enable an organisation to determine whether the
solution delivered matches what had been previously requested. This was a prime factor
causing difficulty in rectifying the problems with the initial AM S implementation.

A “go-live” decision should only happen after extensive testing or piloting, and
should include ensuring that either all scope items have been fully met or that clear post-
implementation plans exist which set out time frames for their achievement. This would have
ensured that the final solution delivered to RMIT met the required outcomes. Alternatively,
it would have highlighted problems prior to going live and enabled more informed decision
making regarding the AM S implementation.

Business benefits are realised

The implementation of a solution that is proven and accepted within the market,
reduces the risk of implementation failure, than would otherwise be the case when a software
package is selected that is yet to establish a strong market reputation. In the case of the
AMS, the project was built around a combination of versions which had yet to be proven in
the market.

A comprehensive independent quality assurance (QA) function will play a major
role in assisting to ensure that a project successfully delivers benefits. This is achieved by
QA ensuring project structures, processes and deliverables are in place and operating
throughout the project. QA is particularly important at the start of the project to ensure that
appropriate project structure and risk management mechanisms are in place to protect the
funds invested in the project. RMIT has only recently introduced this QA function for the
AMS project.

Effective business transformation is a key focus for any maor business change
project. A well planned and resourced project will ensure that transformation occurs as part
of the implementation of a system. However, the project should not be used to force change
in an organisation. This was seen at RMIT and resulted in both poor faculty buy-in and
limited user take up of the AMS.

82



Business change projects should be justified on delivering wider benefits than
simply administrative cost savings as these may not be realised until the medium to long-
term after the system has been appropriately “bedded down”. Administrative cost savings
initially had a significant focus in the AMS project and this placed additional stress on
administrative staff.

Stakeholders are committed

Identification and buy-in of key stakeholders is required upfront to ensure that the
necessary support is obtained throughout the organisation. If this support is not obtained, key
stakeholders feel that a change is being forced on them and are, therefore, resistant to the
change being delivered. This was cited in a number of reports as a key issue in the early
stages of the AMS project.

A go-live decision should be based on the readiness of the entire organisation with
input from all stakeholders. This will prevent incorrect decisions such as the original go-live
decision made by RMIT, which was based on obtaining input from only the Project Director
and the outsourced implementers, rather than from the faculties who were in a more
appropriate position to assess readiness.

Team is high performing

A clearly defined governance structure must be implemented prior to the
commencement of the project as it is far more difficult to attempt to establish this after the
project has commenced. This was evident on the AMS project when effective governance
arrangements only became a major focus post go-live, after significant problems had been
encountered.

The use of contractors and third parties must be tightly controlled to ensure that
their role is understood, their performance measured and appropriate contractua
mechanisms are in place. This will ensure that payments made to contractors or outsourcers
are supported by clearly identifiable deliverables and outcomes.

Organisations should draw, as much as possible, from their existing staff to resource
major projects, as they have greater organisational knowledge and experience than any third
party. This is aso normaly a more cost-effective solution. Where project tasks are
outsourced there should be a clear need either due to internal resource constraints or the need
to obtain particular technical expertise.

While the track record and expertise of a consulting organisation are valuable, it is
the skills and capabilities of the individuals working on the project that will decide the
success of the project. Significant effort should be made to validate individuals experience
and expertise before accepting them onto the project. In the case of the AMS, there were
concerns about the relevant PeopleSoft experience of some of the contractors engaged.
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The reviews of the AMS project identified that a blame culture initialy existed
within the project. A project culture which aims to solve problems rather than assign blame,
will assist to ensure that an effective resolution of implementation issues can occur. The
impact of this culture on the AMS project was that it demoralised the project team and
impacted both the progress and quality of rectification work performed.

Critical roles such as Project Director and Project Manager require full-time
commitment to large business change projects, to ensure that the project is adequately
managed and monitored. There were concerns on the AMS project that the Project Director,
until recently, did not have a full-time commitment to the project and, therefore, could not
effectively manage the rectification activities.

Where project activities are substantially outsourced, an appropriately skilled
internal Project Director and/or Project Manager must be appointed to ensure that the
organisation’s interests and needs are being effectively met. No matter how strong the
outsourcing contract is, there must always be strong management and monitoring of
outsourcer activities. An organisation can outsource the development and implementation of
a solution, however, they can never fully outsource the risk, as ultimately, the organisation
rather than the outsourcer will be held accountable for the success of the project.

A critical part of any implementation team is an independent QA function that can
provide feedback and recommendations regarding a project’s status, its structures and
processes. The adoption of a QA function provides early warnings to the steering committee
and management of potential problems. The AMS project has only recently implemented an
effective QA function.

Work and schedule is predictable

Strong project planning ensures that when a system goes live, it does not occur
during an organisation’s critical processing period. This was not the case with the AMS
which initially went live in October, when academic results needed to be issued, graduations
organised and enrolments taken.

Pilot and parallel running rather than the whole system going live at the one timeis
a more risk averse approach to IT system implementation. The whole AMS was
implemented at the one time which prevented RMIT reverting to its pre-existing systems
after it appeared that the implementation had been unsuccessful.

Key milestones and deliverables must be defined up front, so that a project’s
progress can be monitored against these time frames and deliverables. The absence of this
definition upfront, increases the risk that status reporting can be clouded by a project
manager’s understanding of the project’s progress which may not be supported by the
achievement of milestones and/or deliverables. This was the case in the initial AMS
implementation, as well as during the rectification, when it was found that status reporting
was inadequate as it did not provide a clear indication of the position of the project in
relation to key milestones.
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Risks are mitigated

An effective steering committee will ensure that a project has the appropriate risk
management focus. For example, a steering committee must ensure that a clearly defined set
of acceptance criteria exist to enable a structured go-live decision to be made. It would aso
be critically involved in the selection of outsourcers to ensure that appropriate checks have
been made on skills and experience.

Low risk projects will generally not result in radical changes to an organisation’s
underlying IT infrastructure. Where new infrastructure is implemented, significant planning
is required in the areas of training and resourcing to ensure that an organisation can
effectively support the new infrastructure. RMIT implemented a version of Windows 2000
that, at the time, was not consistent with RMIT’ s policy for application servers that operated
on Unix or Windows NT. RMIT consequently did not have sufficient internal skills to
support the new operating environment.

A fixed price implementation reduces the spending risk that a time and materials
approach can create, as additional expenditure over the agreed budget amount can be tightly
controlled. Furthermore, it prevents an organisation having to fund inefficient outsourcer
performance. On the AMS project, the rectification phase was being performed under atime
and materials approach rather than a formal contract, with no formalised agreement
specifying the outcomes to be delivered. This resulted in significant RMIT expenditure
which could not be matched to any clearly identifiable deliverables.

Successful projects adhere to proven project management and system development
methodologies. It was only after RMIT resumed full-scale management of the project and
commenced implementing a project management framework, that positive results began to
be clearly seen from the project.

Significant system implementations require a strong change management focus to
ensure that the affected areas of the organisation receive adequate training, communication
and support. This ensures that users are prepared for a change that may significantly modify
the way they perform day-to-day activities and, therefore, provide a level of comfort that
they are ready to accept the change. In relation to the AMS, it was found that this did not
satisfactorily occur and resulted in significant resistance from users who felt they were ill
equipped to usethe AMS.

Planning to ensure that thorough testing and full sign-off is obtained prior to going
live prevents premature or inappropriately timed deployment. A number of reports regarding
the AMS implementation identified that inadequate testing had been performed prior to
going live, resulting in significant and fundamental errors occurring.

Delivery of organisation benefits are realised

A number of the lessons identified above highlight that an organisation can never
totally outsource the implementation risk, when undertaking major business change projects.
Therefore, organisations must effectively manage outsourcers by addressing the lessons
discussed above if organisational benefits are to be realised.
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