
ANATOMY OF A FAILED TRANSFORMATION: 
CALIFORNIA DMV: $208 MILLION. SEVEN YEARS.

HALF A SYSTEM.
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The Collapse

In 2006 the California Department of Motor Vehicles launched a major technology transformation to
replace its ageing legacy systems. The IT Modernisation project was designed to upgrade two core
platforms: the driver's licence system and the vehicle registration system. Together they supported tens
of millions of Californians and processed billions of dollars in annual fees. The program was awarded to
Electronic Data Systems, later acquired by Hewlett-Packard, under a contract valued at approximately
$76 million. 

Total program investment was budgeted at $208 million. Seven years later the program was cancelled.
By January 2013 the driver's licence component had been largely completed. The vehicle registration
system, the larger and more complex of the two, had barely started. The vendor contract was cancelled
with approximately $50 million already paid out. 

The California Technology Agency acknowledged the deadlines would not be met and the program would
not be finished as scoped. The DMV returned to planning from the beginning. Again. It was the agency's
second failed attempt at modernisation in less than three decades. The same legacy systems it had been
trying to replace since the 1980s continued running.

The Fatal Flaw: 

The California DMV did not have a technology problem. It had a planning problem that technology
could not solve. The agency launched a large, complex, dual-system modernisation program without the
organisational structure, internal expertise or governance clarity to deliver it. Staff turnover was high.
Internal IT capability was limited. 

The agency was running multiple major technology projects simultaneously while competing for the same
internal resources across all of them. The program reporting told a misleading story throughout.
Independent oversight consultants tracked project status as yellow, meaning slipping, right up until the
day of cancellation. 

The status never reached red. A program can only be rescued if someone is willing to say clearly that it is
in trouble. That clarity never came. The vehicle registration system, the component with the greatest
operational complexity and the least preparation, received minimal work before the program was shut
down. 

The sequencing of the program did not reflect the risk profile of what was being built.
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Structural and Cultural Breakdowns

Governance
The program lacked a controlling authority with both the visibility and the willingness to act on what the
reporting was showing. Status remained yellow through years of slippage. Governance became a tracking
exercise rather than a decision-making function. When a program can drift for seven years without
triggering a red rating or a recovery intervention, the oversight structure has stopped doing its job. 

Process 
Running two complex system replacements simultaneously under a single program created resource
competition and delivery risk that was never properly resolved. The driver's licence and vehicle
registration systems had different complexity profiles, different stakeholder groups and different
operational dependencies. Treating them as a single delivery unit without the planning rigour to match
created a program that could partially succeed and still fundamentally fail. 

People and Culture 
The DMV had been trying to replace its legacy systems for more than two decades across multiple failed
attempts. That history created a culture where transformation was seen as perpetually difficult rather
than a problem with a solvable structure. Internal capability gaps were acknowledged but not resolved
before the program commenced. The agency did not have enough experienced program managers or
senior technology leaders to oversee a transformation of this scale. That gap was visible from the start
and it was never closed. 

The Leader's Mandate 

Large technology transformations in government agencies do not fail because the technology is too hard.
They fail because the organisation launching the program is not ready to deliver it. Readiness is not
enthusiasm. It is capability, structure, governance and internal capacity assessed honestly before a
program commences. 
When an agency lacks the internal expertise to manage a transformation of this scale, bringing in a
vendor does not solve the problem. It transfers the risk to a relationship that will eventually break down
under the weight of what was never resolved internally. Leaders must assess organisational readiness
with the same rigour they apply to the business case. If the internal capability to govern and direct the
program does not exist, building it is the first workstream. Not an afterthought.
 

Strategic Conclusion 

The California DMV spent $208 million over seven years and delivered half of what it set out to build. The
other half went back to the drawing board. The program did not fail because the systems were too
complex. 

It failed because the organisation was not ready to deliver programs of this scale and nobody made that
call before the money started moving. Organisational readiness is not a soft consideration. It is a hard
prerequisite. When it is missing, the program absorbs the gap and the taxpayer pays for it. If you are
leading a complex transformation and beginning to see warning signs around internal capability gaps,
governance that tracks but does not act, or a program that keeps slipping without anyone calling it
clearly, let's talk. Connect or message me directly.

Sources California Technology Agency project status reports and oversight dashboard (2006 to 2013); Government Technology reporting on the cancellation of
the California DMV IT Modernisation project (2013); IEEE Spectrum analysis of California DMV project failure; California Legislative Analyst Office review of
DMV IT projects (2009)


