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Good morning, Chairman Mica, Ranking Member Connolly, and Members of the Subcommittee.
Thank you for this opportunity to testify on the Administration’s efforts to improve the
management of Federal Information Technology (IT) investments and the use of data centers and
cloud computing across the Federal Government.

Since day one, the Administration has been focused on harnessing the power of technology to
improve the operations of Government and deliver better service to the American people. While
our IT investments make up a relatively modest portion of total Government spending, they have
far-reaching impacts and touch upon almost every aspect of Government activity. And as | saw
throughout my nearly twenty year career in the private sector, the innovative application of
technology can transform organizations — enabling them to tap into new markets, streamline
operations, and do more with less. As the Federal Chief Information Officer (CIO) and Acting
Deputy Director for Management at the Office of Management Budget (OMB), | am charged
with bringing that same mindset to Government agencies. | come to work every day with my
sights set on building the IT organization of the future, the agency of the future, and the
Government of the future that will best serve the American people.

We have already taken significant steps forward to help get us there. In March 2012, OMB
launched PortfolioStat" to take an objective, data-driven look across agencies to identify
common areas of spending with the intent of reducing duplication and lowering costs. So far, we
have identified nearly 100 opportunities to consolidate or eliminate redundant or otherwise
unnecessary IT investments representing more than $2.5 billion in potential savings that can be
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achieved from Fiscal Year (FY) 2013 through FY 2015. Agencies have already reported
approximately $800 million in realized savings and more on the way. Currently, we are in the
process of conducting FY 2013 PortfolioStat? sessions and we look forward to continued
progress and identification of further opportunities for improvement across the Federal IT
portfolio. Under PortfolioStat, we are rationalizing our outdated IT infrastructure through the
Federal Data Center Consolidation Initiative (FDCCI). As of May 2013, agencies have closed
484 data centers, with a total of 855 planned closures by the end of FY 2013.

To innovate our government, we launched the Digital Government Strategy in May of 2012.
This effort enabled us to reboot how our Government architects and operates IT systems, open
up Government data to streamline agency operations and harness the innovative spirit of the
American people, and drive the use of mobile computing and other innovative technologies and
approaches. In May 2013, the President issued an Executive Order® and launched the
Administration’s new Open Data Policy, taking concrete steps to make Government data more
accessible and useful for the public and entrepreneurs to ignite economic growth and innovation.

We look forward to continuing to build on these accomplishments as we move forward, as
today’s challenging economic times only emphasize the need to continue to drive innovation and
efficiency in our Government. We need to continue to harness the transformative power of IT to
enable our government to deliver more for the American people at lower costs. And as
technology evolves at an ever-increasing pace, we need to continually look for new ways to
better serve the citizen. We must keep our sights set on building the IT organization of the
future. We must continually strive for ideal.

Technology Organizations Designed to Deliver

Information technology enables us to deliver mission services to customers — in our case, the
American people. The most effective technology organizations are able to focus on higher-
value, mission-oriented activities rather than on commodity and back-office functions, as those
activities are routinely being implemented well. For example, instead of focusing on email
traffic, they focus on air traffic; instead of focusing on server farms, they focus on serving
farmers. Chief Information Officers should also serve as catalysts for innovation — bringing in
new technologies, such as cloud services and mobile computing, to improve customer service,
maximize return-on-investment, and spark innovation across the agency. Agency CIOs must
partner with those leading mission delivery units to together focus on most efficiently and
effectively delivering customer-facing outcomes.

Getting There
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Getting to the ideal IT organization, within agencies, requires a shift in how we think and how
we operate. To get this right, we need to think not in terms of how to do things but rather in
terms of what to do; not in terms of individual investments or stove piped organizational silos but
rather in terms of entire investment portfolios and integrated management teams; not in terms of
monolithic purpose-built systems but rather in terms of reusable component-based solutions.
This is the shift we are undertaking now through PortfolioStat and other management efforts.

Focusing on Outcomes: Shifting From “How” to “What”

To be truly effective, CIOs need to be able to exercise leadership in IT governance, spending,
security, and program management across the enterprise. The needs of our customers — the
American citizens — drive the “what” the CIOs help to determine the “how.” This thinking
underpins the recent shift in the approach to data center consolidation. In the initial stages of the
effort, it was necessary to focus on data center counts and physical closures. Today, we are
looking at new incentives are focused on a more outcome-based approach, to improve the overall
efficiency and effectiveness of data center operations to optimize total cost of ownership. To this
end, as we evolve the FDCCI as part of the FY 2013 PortfolioStat process, we are developing a
comprehensive suite of outcome-focused metrics. The metrics — to be finalized later this
summer — will span the full range of data center capabilities, and include energy, facility, labor,
storage, virtualization, and cost-per-operating system metrics.

Additionally, given the current state of technology, we realized it does not make sense to treat all
data centers the same. We first expanded the scope of our data center inventory to a broader
range of sizes to better assess the current state, and we then established the concepts of core and
non-core data centers. A core data center is a highly-optimized, multi-use facility that serves as a
fulcrum for mission service delivery, anchors the agency’s platform for shared services, and
provides rigorous and ironclad processes for security and redundancy. Non-core data centers are
any remaining agency data centers not meeting this definition.

To best achieve our desired outcomes, we are asking agencies to continue to consolidate non-
core data centers and to optimize the efficiency of core data centers for total cost of ownership
under the FDCCI. We believe this approach provides agencies with the right incentives and
measures to drive behavior that will optimize the Federal Government’s use and allocation of its
computing resources.

Designing for Re-Use

Recent advances in technology, such as cloud computing and collaborative, modular
development, are transforming how IT services are delivered and consumed. These shifts are
forcing agencies to think more in terms of reusable components as opposed to purpose built
systems. By providing “technology-as-a-service,” cloud and services based approaches offer a
viable alternative to building more data centers. In most cases, agencies no longer need to make



costly investments in large-scale data centers when computing power and IT services are readily
available on demand. Chief Information Officers can shift from maintaining monolithic systems
that sap budgets for new development to establishing platforms built on smaller modules that
reduce the risk surface of large investments and support emerging needs across the agency.

Analyzing the Enterprise

TechStats, initiated in January 2010, were designed as face-to-face, evidence-based
accountability reviews of IT investments that enabled the Federal Government to intervene to
turn around, halt or terminate agency IT projects that were failing or not producing results for the
American people. As such, TechStats were an important first step in curbing wasteful IT
spending.

PortfolioStat represents the next step in shifting the focus for how we manage Federal IT. The
intent of PortfolioStat is to provide agency leadership with a forum to collectively examine IT
strategies, targeted outcomes, and overarching management processes across the portfolio, and to
identify opportunities for improvement.

By taking this more holistic view of IT at the portfolio level, rather than at a siloed investment
level, it allows us to uncover additional opportunities for streamlining IT investments and
reducing IT spending. So, while the initial success of PortfolioStat generated significant cost
reduction opportunities in areas of commodity IT by consolidating or eliminating duplicative
systems, or through making bulk IT purchases, going forward we are taking PortfolioStat to the
next level by further analyzing spending and integrating FDCCI and cloud efforts with enterprise
portfolio management decisions. In taking such a broad, integrated view, we can get at the root
of the systemic issues which have led to the large-scale failures, cost overruns and schedule
delays that have for too long plagued our largest and often most important IT investments.

Agency leaders, whether CIOs, Chief Acquisition Officers, Chief Financial Officers, Chief
Human Capital Officers or Program Officials, must engage beyond their individual roles and be
strategic partners to ensure that decisions are driven by cross-functional data in the best interests
of the American people. The PortfolioStat process fosters this cultural shift by driving
consensus-driven decision making, rather than one-off, isolated actions that may lead to
unintended consequences, benefitting one organization at the expense of another.

| appreciate this committee’s interest and continuing support. Thank you again for the
opportunity to appear before the committee today and I look forward to answering your
questions.
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