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Summary

In July 2004, the county received the report Quantifiable Business Case for transforming the county’s financial, human resource and budget management functions and services under a contract with the consulting firm of Dye Management Group, Inc.  The work involved in developing the report included an extensive assessment of current county processes and an evaluation of high payback opportunities.  County staff who are leaders in each functional area rigorously reviewed all work products and provided important insights into county issues.  The recommended alternative, Accountable Business Transformation, is supported by a high level implementation plan to transform county business processes over 4 years at an estimated cost of  $71.5 million*  [including debt service] and provide net benefits of $236.9 million over 10 years.  [* The county has reviewed the consultant’s methodology for calculating the debt service and projects a lower cost based on county practices relative to debt service.  A revised cost will be provided in a future update.]
The Executive has reviewed the report and recommendations.  Given the county’s fiscal constraints, the Executive is concerned about the county’s ability to provide adequate resources to implement the recommendations using the approach as outlined by the consultant.  There are also some activities that were not specifically included in the consultant’s recommended transition plan that the Executive believes are important to emphasize to lay the proper foundation for success.

After careful consideration, an approach has been developed that will position the county for moving successfully and with less risk in the future.  The action plan for the Executive’s approach calls for:

· Spending more time up front in obtaining high-level countywide policy endorsements and key decisions

· Commencing work as outlined in the tasks of the initial action plan including:

· Aligning human resources and payroll practices countywide

· Resolution of major business roadblocks 

· Budget Business Model Selection

· Beginning the migration to bi-weekly payroll on PeopleSoft and Oracle Financials with straddle agencies

In the September 2004 meeting, the Executive will request that the Strategic Advisory Council endorse the high level elements of the approach to achieving the identified benefits.  There are 3 separate actions to be presented to the Strategic Advisory Council:


Review and endorse proposed policies to set the direction for work to begin;


Review and endorse the initial action plan to develop a detailed countywide approach, strategy and rollout plan for an Accountable Business Transformation;


Review and endorse the initial action plan to begin implementation of the recommendation for straddle agencies. 

The actions taken and any advice provided by the Strategic Advisory Council will be forwarded to the county council with an appropriation request. The county council will need to take action on the appropriation request in order to move forward.
Document organization

This document provides a summary of the consultant recommendation and the Executive’s assessment of the recommendation, an approach and initial action plan.

Since 2001, the county has worked to understand the problems that led to the failure of the former system replacement project and that continue to prevent the county from efficiently and flexibly managing its business.  Several studies have been completed and careful steps have been undertaken to address the problems identified.  That history is provided in the Background section of the Appendix.  The Appendix also provides a high level timeline of the Quantifiable Business Case project and its deliverables.

Overview of the Quantifiable Business Case report

The Quantifiable Business Case (QBC) project was specifically authorized when the county council approved by Motion #11729 the Vision and Goals Statement for Enterprise Financial, Human Resources, and Budget Management in July 2003.  The Vision and Goals Statement had previously been endorsed by the technology governance including the full elected leadership of King County through the Strategic Advisory Council. 

The objective of the project was to develop a business case for an improved Business Operations Model for the county based on industry best practices. 

Problem Statement – from Vision and Goals Statement 

Presently, the county operates with two accounting and financial reporting systems and two human resource/payroll systems.  These four separate systems perform the fundamental central financial functions for the county, but are not integrated and have inefficient interfaces.  County departments and agencies follow divergent policies and procedures, use inconsistent business processes and support multiple computing systems.  This results in poor integration, redundant data entry, time-wasting reconciliation, and high systems maintenance, staff support and upgrade costs.  While there has been improvement with the PeopleSoft and Oracle systems, many of the business systems and practices are still outdated, and inflexible. Business-process improvement changes required for legal compliance, ad-hoc reporting, and productivity improvements are difficult to achieve in this environment.

The QBC project was initiated in August 2003 including the following scope of work: 
· Assess and evaluate the county’s current business processes and operations model in financial, budget, HR and payroll business areas.  
· Develop a recommendation for an improved Business Operations Model based on industry best practices. Develop a Quantifiable Business Case for the recommended model to support policy and budgetary decisions for transformation of business processes in preparation for system replacement: financial, budget, HR and payroll.

The QBC scope of work and resulting reports represent extensive, complex and detailed preparatory action and analyses.  Comprehensive quantified business case development is not common practice in either public sector or private industry because non-quantified benefits themselves present ample incentive for many business model improvements. The comprehensive efforts undertaken by the county were essential given the history associated with the previous implementation and the documented need to move forward with unified countywide support.  The year long QBC work program and reports demonstrate resolve to ensure the success of a justified and agreed-upon countywide business improvement program.

The QBC project was completed in July 2004 with two reports. 

The Business Operations Model Report presents the most rigorous evaluation of the county’s financial and administrative processes ever conducted. A very detailed and thorough assessment of the County’s current financial, budget, HR and payroll business areas was conducted.  The findings indicate that the elected leadership of the county must agree to significant change in order to meet the Vision and Goals endorsed by all county officials. 

Following the assessment, the consultant proposed and evaluated three alternatives: 

· Status quo

· Enhance current processes
· Business transformation
Each alternative was evaluated for alignment with the goals identified in the Vision and Goals statement and for costs, benefits and risks. 

The only alternative that fully met the Vision and Goals Statement and resulted in the highest estimated net benefit over 10-year period is Business Transformation. The alternative with least risk is the alternative of Enhancing Business Processes; however, it does not position the county to meet the objectives in the Vision and Goals Statement including implementing best practices, streamlining operations, or significantly improving the county’s ability to conduct its business.


The Quantifiable Business Case report describes the county’s opportunity to improve and implications of not pursuing the recommended improvements. It also provides a four-year transition strategy and high-level plan.

QBC Report Recommendation

The report’s recommended option is Accountable Business Transformation that will bring contemporary financial, human resource, payroll and budget best practices to King County. It identifies an estimated net benefit of almost $237 million over 10 years, with initial investment of $71.5 million*, and cumulative incremental operating costs of $34.5 million over a 10-year period. [*The county has reviewed the consultant’s methodology for calculating the debt service and projects a lower cost based on county practices relative to debt service.  A revised cost will be provided in a future update.]
The report’s identified net benefit, as well as other specific benefits by each business area should not be immediately assumed to be available as direct budget reductions. The identified benefits need to be analyzed as the county considers the business changes the county will commit to pursuing.  The county also needs to consider if the benefits represent actual budget reductions or rather opportunities for a redistribution of funds in order to improve other functions and services. More detail is available in Cost/Benefit section of the Business Operations Model Report. 

The quantifiable benefits were calculated by the consultant’s subject matter experts using conservative assumptions.  They were reviewed and discussed extensively with the county functional leads. The potential benefits are large and the county’s achievement of even a fraction of them represents a strong business case for moving forward. 

Intangible or non-quantified benefits are also identified for each business area. Some are related to business process change alone, and some require technology. The possibilities of achieving these intangible benefits contribute to a strong and compelling business case.

The specific QBC report recommendations for the each business area are as follows:  

Human Resources
· Automate, integrate and consolidate HR business processes
· Implement performance management best practices
· Refine and standardize the collective bargaining process
· Develop and implement succession planning policies
· Implement quality assurance strategies
The QBC report notes that the HR Unification project, already under way, is defining countywide policies and procedures, and should continue as an element of this work. 
Payroll
· Automate, integrate and consolidate Payroll business processes
· Rollout the PeopleSoft Solution countywide
At this time, the PeopleSoft solution is on the current release and has been implemented for a third of the county.
Financials
· Automate, integrate, and consolidate business processes
· Implement electronic document imaging and management
· Implement procurement best practices
· Implement capital asset management best practices
· Implement Oracle Financials countywide
At this time, Oracle (IBIS) is on the current release and has been implemented for a third of the county.
Budget
· Implement enhanced automation
· Increase analytical capability
· Improve capital planning and monitoring
The QBC report’s recommended Transition Plan is a phased approach and an incremental implementation.  The following phases were defined:

Initial planning – includes defining initial scope of phases and hiring a vendor to assist in analyzing requirements.

Process tasks required before implementation – key decisions are identified that must be made for the county to make the business process changes needed to achieve the identified benefits.  The issues to be addressed include developing a labor distribution methodology, activity-based costing strategy, etc.  Early decisions on the identified issues will allow contracts for labor agreements and grants as well as contracts for services to cities and other jurisdictions to be negotiated before affected agencies convert to new processes.

Select software and system integrator

Perform phased agency implementation – straddle
 agencies are assumed to be the first group to convert.  Subsequent agencies are assumed to be staged in three groups with the additional assumption that labor, grants and service contract issues will be resolved prior to beginning conversion work.

Perform phased functional implementation – this work relates to implementing new functionality such as activity-based costing, e-procurement and document imaging.

Process changes possible before system implementation – this work can be accomplished prior to having the supporting technology implemented and will lay a foundation to achieve the maximum benefits of the supporting technology.  Tasks identified include:  asset management policy, capital planning and monitoring, HR performance management, and others.

The Executive’s assessment of the QBC report

The business case is credible

The Executive finds the Quantifiable Business Case report persuasive, credible and sufficient to recommend actions based upon its recommendations for the following reasons: 

· The QBC report scope and deliverables were developed according to the Vision and Goals Statement.

· The Business Operations Model and QBC reports are based on consultants’ expert knowledge of industry best practices for government environments to manage people, processes and technology.

· The reported cost and benefit are estimates with baseline sources from national standards, respectable firms and organizations, such as GFOA, US General Accounting Office, State of Washington, Gartner and others. The estimates have been reviewed for feasibility by the county’s project’s functional leads for human resources, payroll, financials, and budget business areas.
· The reported implementation and operating costs are based on the 2001 Dye Critical Assessment and Implementation Planning Reports and the 2002 Moss Adams Strategic Technology Plan. The costs are comprehensive and provide a sufficient level of confidence for planning purposes. Recognizing that the market conditions and technology costs are changing, the QBC report recommends further cost analysis prior to implementation.

· The QBC report recommendation related to technology systems presents the least amount of risk, as both recommended systems, PeopleSoft and Oracle, are already implemented in approximately one-third of county operations, have been upgraded to the current releases and county staff have developed expertise in systems implementation, upgrades, operations and maintenance.

The QBC recommendation is appropriate and necessary
The Executive finds the recommended Accountable Business Transformation of county’s human resources, payroll financial and budget services is both appropriate and necessary and should be undertaken at this time due to the following:

· The county has acquired valuable experience and lessons learned from the previous efforts. Since the suspension of the Financial Systems Replacement Project (FSRP) in 2000, the County has proceeded in a very careful, methodical and determined pace toward improving its related services, addressing all the pre-requisites for a successful launch of the countywide business transformation effort, as recommended by the 2001 Dye Critical Assessment and Implementation Planning Reports, and the King County Strategic Technology Plan.

· These actions resulted in the Vision and Goals Statement for Enterprise Financial, Human Resource, and Budget Management Program that was endorsed then adopted in July 2003, the Roadblock Identification and Action Plan completed in December 2003 and this Quantifiable Business Case report finished in July 2004.

· The county has an established technology governance structure, comprised of the Strategic Advisory Council, Business Management Council, Technology Management Board, and Project Review Board to provide some of the structure and discipline essential for projects of this magnitude.

· The county has employed new business management and analytical experts, as well as technology resources with proven expertise in the successful business management, innovation and systems implementation that are dedicated and committed to improving the current business operations model. 

· This recommendation is consistent with the Budget Advisory Task Force Report relating to their recommendations on Administrative and Operational Policies and Efficiencies:

· King County can become more efficient.  All levels of County government, and all programs, should be engaged in identifying ways to become more efficient and eliminating duplication.  Both for the real impact and symbolic impact, such action can help restore the public’s confidence in our government.  Significant effort should be made to build an organizational culture that rewards efficient service delivery. 

· The County must improve the transparency of its budget, financial and operating policies.  Efficiencies often flow from visibility.  The budget issues must be more understandable to the public, and more clearly reflect the County’s distinct roles as a regional and local service provider. 

· The County must simplify, unify and streamline its management practices.  Basic management systems of the County are fragmented.  There are multiple financial systems and human resources systems.  Basic business policies and practices of the government differ widely across the organization.  The County should engage all employees in a search for improved productivity. 

· The County must place a higher priority on investing in central systems technology.  Unifying business practices will be necessary to take full advantage of such investment. 

The time has come for the County to take further action in order to achieve the business transformation recommended by this report. Taking no action is not an option.
Consequences of no action

The Executive agrees with the QBC reported consequences of no action, and emphasizes the following implications:

· The reported quantified benefit is significant and although it needs to be further assessed and agreed upon by the county stakeholders, forgoing implementation would eliminate an opportunity for millions of dollars either in actual budget reductions or funds available for redirection to services.

· The county would continue to operate on multiple, non-integrated, aged systems resulting in continued issues of data credibility, accuracy, availability, timely reporting, and consolidation. The workforce resources would continue to focus on those issues rather than progressive, analytical, innovative and ultimately, responsible stewardship of public funds available through improved and contemporary business practices.

· The county would continue to be unnecessarily vulnerable to employment-related lawsuits and damages.

The Executive’s assessment

The Executive’s assessment of the QBC report recommendations is as follows:
· The Executive agrees with the QBC recommendation of Accountable Business Transformation (ABT) for human resources, payroll, financial and budget business areas.

· The Executive agrees that the QBC report costs and benefits are estimates that need to be updated (for the system implementation costs) and agreed upon (for benefits).

· The Executive agrees with the QBC report’s recommendation for a phased and incremental implementation, and proposes an approach as explained in the next section.

The Executive’s Approach and Initial Action Plan

Following completion of the QBC reports, the DES Management Staff and the Office of Information Resource Management staff, with leadership from the county’s Chief Administrative Officer and Chief Information Officer, and advice from the QBC Advisory Committee, analyzed the QBC recommendations to determine the most successful approach to initiating the business transformation and develop this recommendation.

The Executive recommendation for Accountable Business Transformation includes a careful and considered proposal for a phased implementation strategy, allowing the county to focus its attention and resources on fewer projects at the beginning, with each project building upon accomplishments of the previous as the program progresses.  The initial action plan tasks and expected accomplishments will greatly improve the county’s current business model.

The four major initial activity areas are identified and described in detail:

· Policy identification and endorsements

· Planning for countywide Human Resources Functional Implementation and rollout
· Budget Model Selection
· Beginning the implementation, as recommended, for straddle agencies.
The county will significantly improve its position towards achieving its Vision and Goals through the proposed work, even if consecutive year funding is delayed
Exhibit 1 includes a summary of the initial action plan’s work program. It aligns the QBC report recommendation with the policies and work programs for each business area. Exhibit 1 is followed by a detailed description of components of the policies and the initial work program.

	
Consultant Recommendation
(Quantifiable Business Case)
	Executive’s Recommendation for ABT Commencement Phase

	
	
Policy
	Work Program – see components in the Work Program Section

	
	
	2005 Planning Tasks
	Implementation* 
* Subject to Council approval of scope, schedule and budget

	
	
	
	Timeline
	Task

	Human Resources / Payroll:

Implement PeopleSoft countywide.
	Pay all employees on a common, bi-weekly, pay cycle from a single payroll system by migrating all employees to the PeopleSoft system.*

*Note: this policy has already been endorsed in the Vision and  Goals Statement.
	Human Resources
	
Develop a work plan for a phased implementation of PeopleSoft as King County's HR System, to commence in 2006.


	
2005 
	Develop and implement training for staff in PeopleSoft HR functions -primarily central HR staff and department HR practitioners, and including key staff in DES-Finance & Business Operations Division.

	
	
	
	
	Beginning 

Of 2006
	Begin HR modules rollout for all agencies on PeopleSoft.

	
	
	Payroll
	Update and Resolve Major Business Roadblocks.
	Late 2005,

Beginning 

Of 2006
	Begin rollout for Executive departments, starting with DES divisions:  Human Resources, Finance & Business Operations, and Info & Telecom Services

	Human 

Resources: 

Align Human Resources

Model countywide.

	Align all county human resource practices and procedures to ensure that business needs are met through legally defensible human resource practices.   
	
Develop a proposal and a work program for countywide human resources alignment, including operating protocols to support and achieve policy.   
	Late 2005 
	Start Implementation of the countywide human resource alignment.

	Financials:
Implement Oracle Financials (IBIS) countywide
	Process core county financial transactions from a single integrated system by implementing Oracle Financials countywide.
	Update and Resolve Major Business Roadblocks.
	Late 2005,

Beginning 

Of 2006
	Begin transition to the full functionality IBIS for DES divisions: Human Resources, Finance & Business Operations, and Info & Telecom Services

	Budget:
Enhance countywide budget solution.
	Standardize and streamline operating and capital budgeting by implementing a public sector operating and capital budget countywide solution.  
	Select countywide Budget solution.
	Late 2005
	Start Implementation of countywide Budget solution.


Policy Identification and Endorsements

To provide the direction for work to begin, the Executive’s approach requires consideration and endorsement of four high-level policies:

A.  Human Resources/Payroll Policy Statement:  Pay all employees on a common, bi-weekly, pay cycle from a single payroll system by migrating all employees to the PeopleSoft system.  

This policy has already been endorsed by the technology governance and the King County elected leadership in the Vision and Goals Statement adopted by the county council in June 2003.  The PeopleSoft system has been successfully upgraded to the current version and implementation of additional modules is underway at the time of this report.

B.  Human Resources Policy Statement:  Align all county human resource practices and procedures to ensure that business needs are met through legally defensible human resource practices.   

The lessons learned from the executive branch’s Human Resource Unification Project provide valuable experience to guide the work to be done to achieve compliance with this policy direction.  The main challenge will be to balance each business unit’s desire for autonomy with the need for standardized rules and procedures to reduce the county’s exposure to employment-related litigation. 

C.  Financial Policy Statement:  Process core county financial transactions from a single integrated system by implementing Oracle Financials countywide. 
While IBIS, the county’s Oracle Financials system, has been upgraded to the current release and meets the business requirements of those county agencies it serves, there are many key decisions that will need to be made to lay the proper foundation for a successful countywide roll-out.  Labor distribution methodology, activity-based costing strategy, and others are enumerated in the consultant recommendation.  This work must be completed prior to beginning any countywide conversion work so an early policy decision here is important.

D.  Budget Policy Statement:  Standardize and streamline operating and capital budgeting by implementing a public sector operating and capital budget countywide solution.  
Improvements to the county’s budget process will require a review of current budget policies as directed in the King County Code.  There are also opportunities that require the support of new technology.  A strong commitment to this policy direction will involve considerable coordination of stakeholders to support a thorough requirements documentation and evaluation process, which could begin as soon as resources are identified and approved to proceed.  If legislative changes are required to reduce the customizations that would otherwise be required, an early policy decision here is important.

The adoption of these policies will provide clear direction from all elected leaders of all branches of county government and create the supportive environment of commitment and cooperation essential for all further activities.

Work Program 

Work Program Components. QBC Report provides a high level Transition Plan.  Based on the QBC proposed high level transition plan, a more detailed transition and implementation plan will be developed in Accountable Business Transformation (ABT) commencement phase. Consecutive phases and consecutive phase funding requests will be developed in this phase, as identified below.
2005 Planning Tasks

1. Update and Resolve Countywide Business Roadblocks

The major activities include:
a) Review the “Roadblock Identification and Action Plan”, Dec 2003.  
b) Review the QBC reports and identify potentially newly identified roadblocks.
c) Review and assess QBC recommendations for high payback opportunities for each business area and agree and adopt recommendations. The Program Governance will be the main vehicle to determine which of the QBC recommended opportunities would be implemented. The countywide agreement and adoption will be required, potentially in the form of policies.
d) A very High Level Business Area Design will be performed for each business area based on the Selected High Payback Opportunities. The major changes to the businesses will be identified. The major required business changes will be assessed in all county agencies for potential roadblock status. 
e) Update the Roadblocks and Issue Resolution Plan document, with identified required policies, timelines for resolution in regard to the next phases of the Program.

f) Initiate and lead resolution of the most critical business roadblocks according to the plan.

The outcome measure is resolution of three to five major business roadblocks. 

2. Management Planning

The major activities include:
a) Establish Program Governance

b) Develop Program Charter

c) Identify Planning and Implementation Teams

d) Develop a work program proposal for the next phase and funding for the next phase

3. HR Functional Implementation Planning

HR Alignment

The proposed policy direction is that HR alignment will be extended to the other agencies in the Executive Branch (KCSO, DOA) and the County (KCC, PAO, District Court, Superior Court.)  The goal is to standardize and improve HR business practices, ensuring compliance with laws and county policies and to support effective, efficient auditing. The major activities include:
a) In collaboration with the agencies listed above, develop a work program to implement principles of HR Unification for each agency. 

b) Determine the specific staffing model with each agency to support the program.
c) Establish operating protocols to support and achieve policy/direction.

d) Establish ongoing resources for HR Alignment in the 2006 Budget. 
Outcome measure is establishment of operating protocols for all five agencies.

Human Resources Functionality

The major activities include:

a) Plan for Phased Implementation. The proposed policy direction is that Human Resources (HR) functions, as well as payroll functions, are fully integrated within a single countywide system, PeopleSoft. The proposal is to develop a work plan for a phased implementation of PeopleSoft as county’s HR system, to commence in 2006, with precursor training and consultation in 2005.  This overlaps with the proposed first phase of a roll out of HR modules for agencies on PeopleSoft as well as the conversion of the DES straddle divisions to PeopleSoft payroll (HRD, FBOD, and ITS.) 
b) HR Training. The training and consultation is intended to build a high level of PeopleSoft expertise in HR Division (HRD), to not only actively support these first phase activities but to also serve as a solid foundation for HRD to manage the HR functions of PeopleSoft countywide after the migration.  The Training will include 8-10 central staff and estimated 40 HR practitioners in county’s departments.
c) HR Quality Assurance. Develop and implement a work plan for a phased implementation of an HR Quality Assurance/Audit Program. Establish audit process and guidelines, and identify and implement performance measures and metrics to measure HR core processes.

d) Performance Management System. Develop and start to implement a work plan for a phased implementation of a Performance Management System. 


· Design the Project Plan, with identified objectives, stakeholders, roles and responsibilities.

· Appoint Project Executive Team and assign Process Design Team

· Develop measurement tools and metrics to track progress towards success.

· Pilot and test approved design on sample groups.
e) Operating Protocols. Establish Quality Assurance Council, working relationship agreements with process owners, and other operating protocols to support and achieve program goals and objectives.
Outcome measures are: 

· Number of HR professionals trained, and demonstrated and documented competence by those trained.

· Establishment of audit process and guidelines and implementation of performance measures and metrics to measure HR core processes.

· Establishment of Performance Management measurement tools and metrics.

3. Budget Business Model Selection
The major activities include:
a) Develop Budget Business Model High Level Requirements. The QBC recommendations for Budget Business Model will be reviewed, assessed and selected for implementation. Additional business model improvements may be identified. A high level Budget Business Model Design Document will be developed.  The Budget Business Model Design Document will be used as an input to the Business Roadblocks Resolution Process.  

b) Select Budget System Solution. The Budget Business Model Design Document will be an input for the Budget System Selection.  The Oracle and PeopleSoft Budget solutions will be evaluated against the requirements. In case neither provide for the requirements, other vendor solutions will be evaluated. The new budget system will be selected.

	The Outcome Measure is a Budget Model that meets countywide needs.


4. DES Straddle Agencies Implementation Plan 
The three DES straddle agencies are selected for rollout to PeopleSoft and IBIS in 2005, HR, ITS and Finance. The two major activities include:

a) Develop DES Straddle Implementation Plan and submit for the Council Approval in July 2005. The Outcome Measure is Plan Approved and Funded.

b) Start Rollout September of 2005 upon Council approval of the Plan. The Outcome Measure is number of employees converted from MSA to PeopleSoft (current number is 161 HR, FBOD & ITS employees on MSA), and dollars of budgets converted from ARMS to IBIS (current amount is estimated at $220,000,000).
5. 2006 Work Program and Budget Proposal for the next phase of the Program
A 2006 work program and a budget proposal [to develop the countywide Implementation Planning, detail Business Area Design, and related tasks] will be developed and transmitted in conjunction with the Executive’s proposed budget in mid-October 2005.
The Outcome Measure is Plan Approved and Funded. 
Implementation Tasks * -  *Subject to Council approval of scope, schedule and budget

1. Begin DES straddle agencies migration to PeopleSoft and Oracle

2. Start Implementation of the countywide human resource alignment
Some components of 2005 Planning

This section provides more detail about the 2005 Planning work.

Management Planning. The initial planning phase will address the project governance as the most critical and the key component for further efforts. Project governance, including Policy Committee, Executive Program Sponsor, Program Director, Technology Governance and Program Management Office, will provide the rigor in guidance, control, and decision making. The project governance roles, responsibilities, and staffing will be developed and proposed to best address the identified initial action plan activities. The QBC Program Charter, April 2004, will be updated accordingly. The project governance work will be assessed and evaluated upon completion of the initial action plan phase, and staffing re-evaluated and adjusted for future activities to best meet the needs of the future efforts, while ensuring governance continuity and accountability. A proposed top level of the ABT Program Governance is shown on the Exhibit 2.
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The Business Roadblocks Update and Resolution will address some components of the change management, including assessing how well the vision and goals is communicated/internalized throughout the organization, determining the key leaders and assessing their sponsorship abilities and addressing gaps, assessing the county’s commitment, readiness and ability to accept and sustain the changes, planning, building and maintaining the level of active participation, and risk mitigation strategies.

Some components of Implementation to begin in 2005  

Initiating migration activities. The Executive’s initial action plan calls for beginning to roll out the existing PeopleSoft Human Resources modules to all agencies currently on PeopleSoft.  This work will provide the county the opportunity to better understand the functionality available and gain experience in making process changes that will allow for minimal customization.  

The Executive’s initial action plan calls for beginning migration activities for the straddle agencies in the Department of Executive Services.  These agencies currently have transactions processing in both sets of systems and will benefit the most in terms of efficiencies from completing this work.

The Executive’s approach compared to Consultant recommendation

The Executive’s Accountable Business Transformation initial action plan is consistent with the QBC report recommendations. It takes the overall QBC recommendation one level further by identifying specific work activities to be undertaken if approval of resources is provided.  There are also some activities that were not specifically included in the consultant’s recommended transition plan that the Executive plan highlights to raise awareness of the level of effort required for the county to lay the proper foundation for success.

Assess, evaluate and adopt proposed high payback opportunities. The QBC report identifies high payback opportunities for each business area, and associated both benefits and performance measures.  As a part of the initial work program, each high payback opportunity will be reviewed and agreed as the benefit the county would pursue within the program. (e.g., implement performance management best practices). 

Roadblocks. In 2003, constraints were identified by the county and described in the “Roadblock Identification and Action Plan, December 2003.”  The Roadblock document will be reviewed for a potential update based on the QBC report identified constraints and will serve as an input to Business Roadblock Update and Resolution. 

Policies. The policy decisions in the previous section were not specifically part of the consultant’s transition plan but are the key to mitigating the county’s organization and governance risks that were called out by the consultant.  It is difficult, at this early stage, to predict how long the county will need to consider these policy issues and make the key decisions as laid out in the consultant’s recommendation.  If the county’s leadership desires to move forward and can reach agreements on high-level policies and a decision-making structure, the project can move forward more quickly than if all decisions require extensive consensus-building processes or legislative action.

Appendix

Appendix

Background

Since 2001, the county has worked to understand the problems that led to the failure of the former system replacement project and that continue to prevent the county from efficiently and flexibly managing its business.  Several studies have been completed and careful steps have been undertaken to address the problems identified.  That history is summarized below. 

Strategic Advisory Council endorsement on Dec. 5, 2001 

The SAC recommended the county move forward with the following:

· Endorse the findings outlined in the governance report on Dye Reports

· Direct CIO and the county business sponsor (County Administrative Officer) to develop a work plan for defining goals, identifying roadblocks and drafting policies through the county’s governance process and structure

· Direct CIO and the county business sponsor (County Administrative Officer) to create a work plan to develop a quantified business case specific to King County for restarting the Financial Systems Replacement Project

· Commit support of your staff to identify your agency’s issues
· Endorse the use of $450,000 set aside in the 2002 Budget to fund the work in the plans that will be developed per the above
King County Strategic Technology Plan 2003-2005 (Revised)


The Strategic Technology Plan 2003-2005 (Revised) included a consultant’s extensive review and assessment of the county's technology environment. Based on the findings from the assessment, the consultant made a series of recommendations to improve the county's information technology operations over the next 3 years to support the delivery of services.  The Executive proposed an alternative approach, which was endorsed by the Strategic Advisory Council in their September 5, 2002 meeting.  The County council unanimously approved the revised plan with Motion #11660 on March 3, 2003.

Vision and Goals

In June 2003, after substantial discussion, a Vision and Goals Statement for Enterprise Financial, Human Resource, and Budget Management was endorsed by representatives of the full elected leadership of King County and adopted by the County council in Motion #11729.  This provided the County with the critical framework from which to launch a business case analysis.  The adopted vision statement reads as follows:

King County’s financial, human resource and budget management functions are fully integrated, efficient and effective, and enhance the county’s ability to provide essential services to its customers. 

The Vision and Goals Statement acknowledges that realization of this vision will require a transformation and standardization of business processes, a single core public sector financial system including budget management, and a complete migration to the PeopleSoft HRMS. 

Roadblocks Identification and Action Plan

Development of a roadblocks action plan and a business case analysis was undertaken to address the county’s major barriers to success and to develop a plan for transforming the human resource, payroll, financials and budget operations model. The Roadblock Identification and Action Plan report was completed in December 2003.

QBC project summary

The Vision and Goals Statement for Enterprise Financial, Human Resources, and Budget Management Program, July 2003, endorsed by the full elected leadership of King County provided the critical framework from which to launch a Quantifiable Business Case (QBC) analysis project. The QBC project was specifically authorized as a follow-up action of the Vision and Goals Statement.  Exhibit A provides a timeline for the project and its deliverables.

The QBC project was initiated in August 2003 with a procurement of consulting services. In December 2003, Dye Management Consulting, of Bellevue WA, in cooperation with the county’s project team, started the engagement with the following scope of work: 

· Assess and evaluate the county’s current business processes and operations model in financial, budget, HR and payroll business areas.  
· Develop a recommendation for an improved Business Operations Model based on industry best practices. Develop a Quantifiable Business Case for recommendation implementation to support policy and budgetary decisions for transformation of business processes in preparation for system replacement: financial, budget, HR and payroll.
· Identify cost of information technology. 
· Deliver in time for the initial action plan budget.
The QBC project – Dec 2003 to July 2004 - is complete and all project objectives as defined in the project scope were achieved. The project has delivered the following:

Total Operating Cost of Technology Report

The primary objective of the deliverable was to collect, analyze and report the county’s information technology (IT) cost. Pacific Technologies, Inc, a subcontractor to the primary consultant on the project, Dye Management, Inc, collected IT cost data from the county agencies for IT Goods and Services, IT labor and IT capital and operating budgets for the years 2003 and 2004. The report provides an in-depth look at the County’s IT spending – answering fundamental questions about the county’s investment in information technology. The county spends approximately $66.3 million, approximately two thirds of which is for IT Labor. The report provides further analysis of IT Labor distribution on Customer Service, System Services, Business Application Services, IT Planning and IT Administration. IT Goods and Services are analyzed for software costs, hardware costs and external IT services the County purchases, such as consulting, training, and similar support. The report also provides typical performance indicators essential for effective management of IT. The report represents the county’s first complete picture of its IT spending. It can be used as a starting point for evaluating the county’s approach to managing information technology. 

The Technology Report also specifically collected technology cost for the four business areas of human resources, payroll, financials and budget business areas.  Those costs were summed up with the separately collected non-technology costs to determine the total cost of current operations for county’s payroll, financials and budget business.

Technology Cost Updateable Model

The deliverable includes the "Ownership Manual," a set of populated spreadsheets for the current Technology Cost report as well as the methodology to update the model. 
Business Operations Model Report and Quantifiable Business Case Report.

The primary consultant, Dye Management, was charged with evaluating the current business operations model the county uses to operate its financials, budget, payroll and human resource businesses, identify potential improvements to those services, and quantify potential benefits.  The analysis was based on national standards and best practices for government. The consultant prepared two reports that focus not on technology or system change, but rather on complete business transformation involving people, processes and technology.

The Business Operations Model Report presents the most rigorous evaluation of the county’s financial and administrative processes ever conducted. A very detail and thorough assessment of the County’s current financial, budget, HR and payroll business areas was conducted. The findings indicate that the elected leadership of the county must agree to significant change in order to meet Vision and Goals endorsed by those leaders in June 2003. 

Following the assessment, the consultant proposed and evaluated three alternatives: 

· Status quo

· Enhance current processes
· Business transformation
Each alternative was evaluated for alignment with the goals identified in the Vision and Goals statement and for costs, benefits and risks. The cost analysis included implementation cost and operational cost and benefit over a 10-year period.  

The only alternative that fully met the Vision and Goals Statement and resulted in the highest estimated net benefit over 10-year period is the Accountable Business Transformation. The alternative with least risk is the alternative of Enhancing Business Processes; however, it does not position the county meet objectives in the Vision and Goals Statement including implementing best practices, streamlining operations, or significantly improving the county’s ability to conduct its business.


The Business Case report describes the county’s opportunity to improve and implications of not pursuing the recommended improvements. It also provides a four-year transition strategy and plan.

Constraints were identified in the report’s Appendix D for the county’s consideration as new business processes and new technologies are implemented.  The constraints are provided below for convenient reference.

· There is a lack of available resources in terms of people, time, and money. Developing an atmosphere of evaluation and continuous improvement takes consistent and thoughtful attention toward short-term action at a higher price with an understanding it will set the stage for long-term improvement.

· Changes in job functions may affect union contracts. Prior to implementation, the county must determine the affected contracts and begin working with union representatives to address any issues.

· The county does not currently have a culture that is conducive to self-evaluation, nor are they used to including customers and/or suppliers to the analysis of performance. This will require a significant culture change, one of openness to criticism. Initially, there may be significant resistance to the changing processes.

· The county has not usually completed performance appraisals for represented employees in the past because they receive step increases as negotiated in the contracts. Some departments such as the Superior Court and the Department of Judicial Administration conduct performance appraisals as a matter of policy. A program of performance measurement should be negotiated into the union contracts.

· There are specific laws governing how positions are filled, providing for equal opportunity and preventing discrimination. The mentoring and succession planning programs must operate within these laws.

· As personal information is going to be made available online, serious attention must be paid to issues of security and privacy. Firewalls, password protected gateways, and limited access to private information must be implemented.

· The county may not have the ability to undertake such a major technology project or be willing to impose the business change management necessary to do so successfully.

· The capital budgeting requirements in the King County codes are inconsistent with preservation of assets. The codes controlling the capital budget process are geared toward newly constructed assets. 
Exhibit A. High Level QBC Program Timelines and Deliverables
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