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SUBJECT

An ordinance establishing a pilot program that encourages King County employees to be innovative and for the county to commercialize creative ideas, inventions, tools and software programs generated by its employees.
SUMMARY
The proposed ordinance would establish a pilot program to test the feasibility of commercializing innovative ideas generated by County employees. The pilot program would last three years unless extended by the Council. The director of the Office of Performance, Strategy and Budget would head the innovation team. The director of King County Information Technology would also be on the team. The team could be expanded as necessary to include appropriate skills or personnel.
BACKGROUND

Most research universities have a technology transfer/commercialization program to commercialize the innovative ideas researchers identify. The University of Washington has such a program, as does Washington State University. The proposed ordinance would create such a program for King County. 
Council staff did extensive online research and talked with a number of experts in the field to see if any local government was operating such a program. The research indicates that no state, county or city in the U.S. is operating such a program. If enacted, King County’s would be the first. It is however very helpful to have a wide number of university programs on which to model the County program.
ANALYSIS
The sponsor of the ordinance had a concept of creating such a program, but research needed to be done to identify the parameters and structure of a program that could be successful. Council staff consulted with several local experts and very quickly learned that the County does not have the expertise to operate a tech transfer program on its own. In order to be successful, the County would need to partner with experts in the field. County staff has generated innovative ideas in the past, but it needs help to commercialize them. The following analysis outlines the vision of the sponsor combined with the operational recommendations of local experts.
Program Objective: To initiate a three-year pilot program that would try to commercialize unique or novel ideas generated by King County employees.

Goals: The program would have multiple goals. The primary goal would be to make a significant amount of money for the County. If this were to happen, it would help reduce the County’s reliance on tax revenues. A secondary goal would be to encourage employees to think more creatively about their jobs and how to approach them. This could help empower employees, boost morale and make employees more productive. It is the sponsor’s intent that the innovation program should not replace or impede in any way the excellent Lean work that is being undertaken throughout the County. The intent of the program is to identify those truly unusual ideas that could have commercial value beyond use at King County. Through a yet-to-be-identified formula, the financial benefits if any, of commercialization would be shared by the employee(s) who thought of the idea and King County.  

Approach: King County recognizes that it does not have the in-house expertise to evaluate the commercial potential of unique or novel ideas that may be generated by employees. Nor does it have the expertise in intellectual property law or a variety of other skills needed to operate an innovation program. This leads to the conclusion that it is essential to partner with outside organizations that have these skills.

Internal Functions: King County will need a very small team, two to three members, to scan County departments for ideas with commercial potential. The County will also need a brief handbook of policies guiding how the benefits of intellectual property are shared, procedures for identifying and protecting intellectual property, and how to partner with outside organizations for specialized skills needed to monetize ideas. The director of the Office of Performance, Strategy and Budget (PSB) has agreed to head the team. The director of King County Information Technology (KCIT) has also agreed to be a team member. The PSB director could add additional team members on an ad hoc basis as needed. While there are tech transfer handbooks available on the Internet that could be used to develop policies and procedures for King County, it is likely this task would best be accomplished through a modest consulting contract.

Education/Organizational Development: To be successful, the innovation program would need the support of elected leadership and there would need to be an organizational development component to explain the program to staff and help ingrain it in the thinking and behavior of staff. King County has been strikingly successful at changing its culture to embrace and participate in developing its first countywide strategic plan, as well as the many successful Lean events and in spreading support for Equity and Social Justice throughout the organization. While unique or very novel ideas are not likely to spring up in the hundreds or even tens per year, it will be necessary for staff to have a high awareness of the value of these ideas and to know how to proceed when they identify one. It is likely that a consultant would be necessary to help establish this value and awareness in the organization. 

External Relationships: King County is a member of the Economic Development Council of Seattle and King County (EDC). The EDC provides a variety of services to the County as well as to cities within the County. One of its primary goals is job creation. To this end it helps retain and grow local companies. The EDC also helps site firms interested in locating in King County. Of special interest to the County’s innovation program, the EDC has already assisted in the formation of two incubators, the purpose of which is to commercialize ideas. Through the work of these two incubators, the EDC has developed relationships with highly skilled experts in patent law, market analysis, business models, project management and numerous other skills required for commercialization. EDC staff has introduced Council staff to some of these experts. The EDC is willing to continue to facilitate building relationships with innovation incubators and experts that could assist the county to implement its program. One of these incubators, Cascadia Velocity, has expressed an interest in partnering with King County on its program.

External Functions: Among the external skills needed to operate an innovation program are:

· Technology review and verification;

· Market review and verification;

· Budget projections;

· Business modeling focused on creating and capturing value;

· Legal research, patents, copyrights, trademarks, contracts, licensing, company formation;

· Accounting considerations;

· Acquiring outside financing from angels (wealthy individuals), venture capital firms, banks, the Small Business Development Center and grants;

· Business development;

· Coaching, mentoring;

· Project management;

· Formation of a limited liability corporation to own and manage the intellectual property.

It will be necessary for the County to pay for services as an idea works its way through the numerous steps required to get a patent (which creates value) and then licensing the right to use the patent (capturing value). Although later steps can be costly, initial costs are not great and the nature of the process is incremental. The County can decide at any point not to invest further.

Expectations: Many universities throughout the United States have technology transfer/commercialization programs. Taken as a whole, these programs have not proven financially lucrative for the universities. Three years is not a long period of time to see if an innovation program is working. If there are ideas in the pipeline, it may be worth extending the program. Perhaps the most conservative view would be to hope that employees take more ownership of and pride in their work, and that they creatively work to provide value to customers.

Next Steps: Council staff has identified the following steps to implement the innovation program. A consultant needs to be hired to help write a manual of policies and procedures for the County’s innovation program. Advisors tell staff this could be done for a modest cost. The County would also need to hire an organizational development expert familiar with technology transfer programs. The purpose of this step is to instill awareness of the innovation program in employees and to let them know what steps to take if they have innovative ideas. In all likelihood, only one or two departments would be selected to participate in the program initially. Finally, the EDC has already expressed its willingness to partner with the County in vetting consultants and helping to find appropriate partners to vet creative ideas.
Ordinance Flexibility: Councilmembers may notice that a significant amount of flexibility has been built into the innovation pilot program. This was intentional. It was recommended by outside experts that the program needed to be flexible in order to respond to opportunities and organizations. Being too prescriptive could doom the program. As stated in the ordinance, the intent is to operate as much as possible with existing resources. As resources are needed, the Council can take under advisement any appropriation recommendations.
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