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SUBJECT

A briefing on Information Technology (IT) Reorganization.
SUMMARY

The IT Reorganization Project is nearing completion. As part of the Committee’s ongoing oversight activities, today’s briefing will review the project’s implementation activities and identify issues for Council consideration. 

BACKGROUND

IT Reorganization is part of an ongoing effort to improve the delivery of technology services. In 2006, the Council adopted Motion 12323 approving the business case, and Executive recommendation to reorganize IT functions countywide. IT Reorganization was proposed in order to address documented problems of fragmented organizational structure, no cohesive culture, no single point of accountability, operational inefficiencies, and inconsistent service delivery. The Council approved reorganization plan called for a phased approach with the Executive branch completing its organization transition first and then if that effort was successful, a countywide reorganization could be considered. 

The project is managed by the Office of Information Resource Management (OIRM) and includes several broadly defined categories of projects within the scope of IT Reorganization. These include: establishing the transition to a centralized IT services organization, service delivery improvement, establishing a central service desk, server consolidation, and workstation standardization. 

The project is budgeted as a CIP project, but OIRM considers IT Reorganization more of a program rather than a project because it is part of an ongoing effort to improve the delivery of technology services for King County. This staff report is largely focused on an update of the specific capital projects funded as part of IT Reorganization, and not on the overall effort to transform the delivery of IT services in King County.
From 2007 to 2010, the project has been appropriated $3,486,362. This includes $683,641 from several other separately funded projects OIRM incorporated into IT Reorganization. The final appropriation for Phase One was in the 2010 Budget.
ANALYSIS

This section will review the progress, projected savings, and the work that remains to be completed in each of the five major initiative areas: 
1) Organization transition 

2) Service delivery improvement

3) Establishing a central service desk
4) Server consolidation 

5) Workstation standardization
Organization Transition ($828,193) 
What was accomplished? 

The activities related to organization transition were focused on developing and implementing a new organizational structure. The structure was changed from an ad-hoc structure in each executive department to a consistent organizational structure across all executive branch departments. This change has been completed in all executive departments, except the Department of Executive Services (DES). The organizational transitional activities required a significant human resource effort to implement, but once it is completely in place it should allow for more consistent standardization in how IT services are delivered and make it easier to roll-out technology initiatives countywide. Funding was also spent on organizational change activities and staff and management surveys to measure the progress of the organizational change. 

As part of this transition to a new organizational structure, OIRM is proposing to rename technology services for King County from Office of Information Resource Management to King County Information Technology (KCIT). 

The transition activities included reviewing and aligning classifications across KCIT, allowing visibility of IT budgets within department budgets, evaluating the progress of KCIT consolidation, developing the central IT HR function and implementing it across KCIT, and leading a cultural change effort. 
Projected benefits in dollars: 

The Benefits Realization Plan claims a reduction of 22 FTEs as a result of IT Reorganization. OIRM calculates the savings from these positions over five years as over $11 million. All of these positions were vacant. In a response to questions from Council staff on whether the position reductions were the direct result of IT Reorganization or were simply vacancies, OIRM responded:“The 22 position eliminated in IT across the Executive branch are the result of efficiency improvements from the organization restructure and standardization efforts.  These improvements enabled IT in the Executive branch to continue to meet its service obligation with lower staff levels, and as a result, the decision was made to eliminate these positions.” 
As of the writing of this staff report, Council staff does not have sufficient information to verify that the specific IT Reorganization capital investments led to the reduction of the FTEs. Furthermore, based on the information provided from OIRM, it is not clear whether all future FTE reductions due to budget cuts would also be credited to IT Reorganization efforts. 

Next steps:
There are several activities to complete as part of the organizational transition. 

· DES has not yet implemented the new organizational structure.  DES has asked for additional time due to ABT. It is not clear at this time whether IT staff with the Accountable Business Transformation (ABT) program will be part of the IT structure reporting to the CIO. Council staff has asked for information on when this organizational issue will be resolved. 

· The project originally called for a centralized IT HR Function that could provide centralized recruitment, training, hiring, and orientation of IT professionals to address the siloed nature of technology positions that are spread across various departments. There are no current plans to have these activities centralized because there is no funding to do this. 
· Further work needs to be done to align the IT budget across departments. At this point, it is not clear that the total costs of IT service delivery is accounted for across all executive departments.  
· The transition activities were to include preparing the necessary code revisions to reflect the changes that have taken place in the organization. The code changes were due to Council in June 2009 and have been delayed until early next year.
· There are still reclassification activities underway. OIRM has indicated a commitment to follow through with the completion of these activities related to the classification of IT leadership positions, database specialists, business analysts, and Tier 1 IT Support. 
· Follow-up to measure progress from a 2007 Staff Focus Group report that revealed significant concerns with the culture and management at OIRM. A new, appropriately designed survey could be very valuable in determining the extent to which organizational change has occurred at OIRM.
Service Delivery Improvements ($388,848) 

What was accomplished? 

Many of the projects in the “Service Delivery Improvement” category were originally outside of the IT Reorganization project and were brought into the IT Reorganization because they were aligned with the principles of IT Reorganization. The “Service Delivery Improvement” activities included developing a business plan titled, “Executive Branch IT Consolidated Organization,” developing and implemented performance measures for central IT functions, completing a benefit realization report, improving the project management methodology, and improving the process for multi-year contracts for technology. In 2009, the program began a review of all IT contracts and has indentified contracts that have historically been annual in length and not part of master contracts. As part of this effort, OIRM has been meeting with departments to identify countywide department’s needs for IT products and service and upon contract renewal, combining contracts to take advantage of volume discounts and/or multi-year contracts. 

OIRM has also launched “Telecommunications Web Reporting.” This allows for the reporting of monthly telecom bills on-line so that agencies will no longer receive mainframe generated copies of their monthly telecom charges. The new web-based telecom bills eliminates hard copies reports and provides customers with more and better information. 

OIRM also worked with IT service delivery managers in each executive department to develop a portfolio management approach to managing the IT services within each department. 

Projected benefits in dollars: 

OIRM projects that their efforts to achieve efficiencies in contracting will save $5 million between 2009-2013. 
Next steps:
There are several activities still needed as part of the service delivery improvements initiative. 

· Since the savings from master contracts are produced only if departments use master contracts, departments will need to review their business needs to determine if they are able to join these master contracts.
· OIRM reports there is money left over from the performance measurement activities and project management efforts totaling $216,453. OIRM is developing a proposal for PRB consideration to have the remaining funds in the IT project management and performance measurement capital projects be used for a countywide portfolio management system to track projects, applications, and other areas.  Improved tools would improve management of the portfolios and metrics surrounding them.
· The benefits realization report will be updated with actual savings at the end of this year. 
· Efforts are still needed to encourage the performance measures and portfolio management tools developed by this initiative to be more widely adopted by executive departments. 
Service Center ($1,061,534)
What was accomplished? 

Responding to IT service requests can use a significant share of any IT organization’s resources. The service center project is intended to improve help desk customer service and consolidate the various help desks in the Executive branch. For example, there are seven help desks in the Chinook building. The help desk/service center project is intended to create an automated system of tracking service requests so that central IT can better diagnose and problem solve for the County’s IT system. Another problem identified was that the cost of providing customer help was also not consistent or accurately calculated. The goal is to try and match the technical level of customer service that is needed with the appropriate skill set. In other words, it is not efficient to have a highly skilled technologist responding to a simple password change request.
This project has taken longer than expected to roll out. Initial improvements include a consolidated IT help desk web portal and single help desk phone number with a message. The project also established standards, processes, and procedures across KCIT for responding to, escalating, and completing customer service requests.   There is also a new standardized “ticket reporting” system in place for all executive departments.  
Projected benefits in dollars: 

During the 2010 budget, OIRM estimated that seven positions could be eliminated as a result of help desk improvements. These position reductions have not yet been achieved. This is due in part to the fact that the new consolidated system has not been fully implemented. OIRM reports that once the system is fully implemented and all executive departments are participating, it will have the data necessary to determine appropriate staffing levels. 
Next steps: 

This initiative appears to need further implementation in order to achieve its intended efficiencies. For example, we still don’t have an accurate assessment of how much it costs to address “tickets” or whether the appropriate staff are addressing these services. The reduction of FTES has not been achieved. 
Server Consolidation ($723,175)

What was accomplished? 

Server consolidation is the process where hundreds of software applications, running on more than 600 existing servers, are being converted to run on a significantly reduced number of servers. The intent is to reduce the costs associated with supporting servers. Funding was used to develop a comprehensive plan for consolidating executive branch servers. Funding was also used to offer a hosted service by Microsoft. 
Virtualization is another strategy to reduce the number of standalone servers. Virtualization uses software to enable a physical server to run as if it is more than one server each with its own operating system and system configuration. Many departments are already using virtualization, but a recent consultant assessment of the virtualization environments in DOT, DNRP, DPH, DCHS, and OIRM identified significant savings opportunities if these are consolidated into a single virtual environment. As a result, OIRM has dedicated funding to develop an implementation plan for a single virtual server environment for the Sabey data center.
Projected benefits in dollars: 

The Benefits Realization Plan estimated savings of $526,338 from server consolidation through 2010. OIRM now projects savings of $1,266,600. Council staff did not review the cost savings estimates and the extent to which the savings were directly attributable to the capital investment in IT Reorganization or simply a matter of best practices being adopted by agencies. 
Next steps:

There are several issues that still need to be addressed related to server consolidation. 

Virtualization: A virtualization plan will be complete in the 4th Quarter of 2010, but the actual starting infrastructure for a countywide virtualization service hardware at Sabey is not in place or funded at this point. The plan is for departments to contract with the central service to have their servers in the Sabey data center’s virtual environment. Departments will use their equipment replacement plans to pay start-up equipment costs, but on-going fees would be paid by department budgets. The challenge will be demonstrating that such a centralized service is cost effective for departments if they incur additional costs from OIRM to be part of the service and do not realize any offset savings. 
Getting More Servers to Sabey: The most pressing issue related to servers is that the Sabey data center is running at 50 percent capacity. Although OIRM notes it is outside the scope of the IT Reorganization project, this issue needs to be addressed because the county is not maximizing its $17 million investment in the Sabey Data Center. This is not cost effective because the county is paying for server space at the data center as well as across multiple departments. FMD estimates the rental cost of this used capacity at about $300,000 annually. Additionally, about $3.3 million of the original capital investment can be attributed to the currently unused space. Decentralized servers also create a heavy load on electrical and mechanical systems as well as the operating engineers who need to regularly adjust HVAC systems to meet the needs of decentralized severs. FMD reports it has received requests for $1.6 million in requests for tenant improvement retrofits of “server rooms” throughout King County, primarily in general office space. (It is not clear how many of these requested projects already have appropriations.) There are also requests from the Sheriff’s Office with a very preliminary cost estimate of $1.4 million and a request from the Council for which there is not yet an estimate. The requests usually involve increased HVAC capacity to keep the rooms and equipment cool.
Agencies may be reluctant to move to Sabey because the OIRM charge for Sabey usage will “increase” their budget. Most departments don’t see the existing cost of running their individual data center and server rooms because the utility and space cost are embedded in the overall facility cost. The challenge will be to figure out an accounting allocation that results in an overall savings to the General Fund. 
Last week Executive staff reported they had developed an action plan to move more servers to Sabey. As part of this plan, the Executive has instructed FMD to place a moratorium on investing in server rooms in order to allow OMB and FMD time to evaluate and make recommendations on whether requested tenant improvements should be completed or whether servers should be hosted at Sabey. OMB plans to review the recommendations and determine the funding sources and fiscal actions necessary to implement the recommendations. The Project Review Board is then expected to review a business case for each of the servers where it was determined that it makes more sense for the server to remain decentralized. Once the server rooms with CIP requests have been evaluated, OIRM and FMD will embark upon a comprehensive inventory of and review of all decentralized server rooms resulting in recommendations to either move to Sabey or remain on site.
The Committee may wish to discuss with OIRM and FMD the extent of involvement of the separately elected officials in the final business decision on whether to continue with the capital project upgrades or move to Sabey. It is important to ensure that business and financial considerations for the separately elected officials are appropriately considered in the process. 
Workstation Standardization ($150,275)

What was accomplished? 

This initiative was focused on alternative workstations, referred to as “thin clients.” A central infrastructure was created and standards were established to run office applications on “thin clients.” In a meeting with Council staff, OIRM reported that they are no longer recommending pursuing thin client technologies largely due to the sharp decline in the price of desktop computers. 
Projected benefits in dollars: 

The Benefit Realization Plan projected that through 2010 there would be $263,069 of savings from moving to thin clients. However, given the declining costs of desktops, it is difficult to determine whether these projections are still valid. 
Next steps: 

Beyond thin clients, there is still a great deal of work to be done on standardizing workstations and ensuring that the departments are not purchasing desktop equipment that far exceeds the need of the user. 

Issues for Council Consideration
Significant progress has been made in implementing the initiatives. The previous sections of the staff report discuss the accomplishments of IT Reorganization and the many next steps that are needed. This section of the staff report highlights those follow-up issues which may be of greatest interest to the Council. The Council may wish to consider the 2011 budget process as an opportunity to encourage further progress in these areas. 
Maximizing investment in Sabey Data Center. As discussed in the staff report, the County made a $17 million investment in establishing a data and server center at the Sabey facility. Currently, the county’s operations at Sabey Data Center are at about 50 percent capacity. FMD has outlined an action plan that includes several specific activities including a reference to repurposing appropriated funds to facilitate the transition of additional servers to Sabey. At the time of the writing of this staff report, Council staff did not have information on the timing of when these activities will be completed nor a list of the specific appropriations that are being evaluated.

Given the fiscal impacts of any such decisions, the Committee may wish to request the:
· Executive transmit within two weeks an action plan with timelines and a list of projects that are on hold, including identifying the remaining appropriations.

·  The Executive’s analysis be completed in time for the Council’s consideration of the 2011 Budget. Such an analysis should include a detailed financial plan that does not penalize those agencies that relocate to Sabey.

Furthermore, the Committee may wish to discuss with OIRM and FMD the importance of the involvement of the separately elected officials in the final business decision on whether to continue with their capital project investments or move to Sabey. It is important to ensure that business and financial considerations for the separately electeds are appropriately considered in the process. 

Completion of executive branch service center activities
As discussed in the staff report, there is still more work to do before realizing the savings envisioned from the service center initiative and fully implementing the model. This work may be difficult to complete due to the significant change in business process that is involved and the potential labor issues as a result of reclassification of some positions. Once this initiative is complete, it should result in better information on the costs to deliver technology service and a more efficient use of technology staff. For these reasons, the Council may wish to encourage the completion of this initiative in 2010. 
Capturing IT Reorganization savings in the 2011 Budget and beyond
The 2011 Budget represents an opportunity to achieve the benefits of IT Reorganization investment. The new organizational structure that is in place should enable OIRM and departments to identify areas in the organization structure where efficiencies can be achieved in the 2011 Budget. For example, the service center project was initially proposed to result in a savings of seven FTEs. Once it is implemented, there should be an opportunity for FTE reductions or reassignment to other critical IT needs. Achieving efficiencies should not be limited to line level staffing, but also include a review of how IT Reorganization can result in management efficiencies as well. The Council may wish to consider these and other opportunities for savings from IT Reorganization in the 2011 Budget.
Code changes to be considered in 2011
As indicated earlier in the staff report, OIRM has been working on code changes related to IT Reorganization, including changing the name of OIRM to King County Information Technology (KCIT). These code changes were scheduled for transmittal in June 2009. Council staff was recently told the transmittal is now expected to occur in 2011. The transmittal of the code changes are important because it finalizes the organizational changes made as a part of IT Reorganization. It should also help to clarify the organizational relationships between departmental IT staff and the central IT function. Given the importance of the code changes, the Council may wish to condition a portion of the 2011 technology budget upon the transmittal of the proposed code changes.
At the time Council reviews the proposed code changes, it may also wish to address the issue of establishing technology policy and provide guidance as to when technology policy is most appropriately established by the Council rather than OIRM. 
Consider appropriate use of $216,453 in unspent funds

OIRM reports that there is $216,453 remaining from the performance measurement and project management activities. OIRM is developing a proposal for PRB consideration to use these funds for a countywide portfolio management system to track projects, applications and other areas. The approved plan should be transmitted to Council for appropriation consideration. 
Benefit realization projections need to be validated 
The project completed a “benefit realization plan” as one of its deliverables. It now must evaluate whether those benefits were achieved. Otherwise, developing a plan has little value. One of the challenges of the benefit realization will be to show how capital investments on the specific initiatives are directly connected to savings or efficiencies. Based on a preliminary review by Council staff, there appear to be savings or efficiencies that are part of a broader effort to implement best practices rather than a specific capital investment. For example, were servers reduced because of specific investments made as part of IT Reorganization, or because many departments were already embracing the best practice of server consolidation?

The committee may wish to consider directing OIRM in its Benefit Realization Report to distinguish between those benefits that are directly attributable to IT Reorganization and those that are simply a reflection of the implementation of best practices, or the result of budget cuts/FTE reductions. 

New CIO should continue reform efforts 

One of the reasons many reorganization efforts do not provide long term benefits is that the efforts at reform end once the initial effort is over. OIRM will need to continue to lead by completing the many next steps outlined in this report and encouraging efficiencies from the IT Reorganization investment. The Executive’s appointment of a new Chief Information Officer (CIO) represents a unique opportunity to bring renewed energy to reform efforts and tackle the cultural change that is required. Given that there is unlikely to be funding available for significant investment in the near future, the value of leadership is now more important than ever. Many of the “next steps” can be completed through leadership without significant investments. During the confirmation process, the Committee may wish to ask the Executive’s nominee for Chief Information Officer, Bill Kehoe, to discuss his plans for continuing the IT reform efforts begun under IT Reorganization and completing the many next steps outlined in this staff report. 
Considering Phase Two of IT Reorganization

The adopted business case for IT Reorganization calls for consideration of Phase Two of IT Reorganization, integration of separately elected officials into the county’s technology organization, after Phase 1 is completed and evaluated. The Council’s Strategic Plan calls for the Executive to evaluate results of first phase of IT Reorganization in order to collaboratively develop implementation plans for future phases. The inclusion of this priority into the 2010 workplan was based on assumption that the Executive branch reorganization would be completed and the benefits evaluated by this point in time. 

As shown in this staff report, while considerable progress has been made to achieve implementation of IT Reorganization, there is still much work to be done to achieve the efficiencies envisioned by the IT Reorganization. Furthermore, an evaluation of the benefits of IT Reorganization has not been achieved. Therefore, formally proceeding with plans for IT Reorganization appears premature at this time. However, even outside of a formal integration process, there are many opportunities for consistency of IT delivery and integration to occur without large capital investments. This will involve showcasing best practices that would be of interest to the separately elected offices, show credible analysis on how integration for select lines of business could improve operations and clearly demonstrate financial benefits.
COUNCIL PRIORITIES

This briefing is directly related to the Council priority to evaluate results of the first phase of Information Technology Reorganization in consultation with separately elected officials in order to collaboratively develop implementation plans for future phases. 
ATTACHMENTS

None
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