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Government Accountability and Oversight Committee
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	Date:
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SUBJECT

An ordinance establishing a pilot program to provide retention packages to personnel key to the success of the Accountable Business Transformation (ABT) program. 
SUMMARY

Proposed Ordinance 2011-0341 would establish a pilot program that would allow program managers in the ABT program to provide an incentive package of up to three weeks pay and allow for in-step pay increases to encourage Term-Limited Temporary (TLT) workers from leaving the program prior to the end of March 2012 when the 90 day stabilization period ends. 
BACKGROUND

The ABT Program is the largest technology program ever undertaken by King County. When King County and the Metropolitan Municipality of King County merged, the two agencies never merged their financial accounting and payroll systems. Previously, King County has attempted a migration to a single system. This project, known as the Financial Systems Replacement Project (FSRP) failed. The project incurred costs in excess of $30 million and only provided minimal improvements to functionality. 
Key identified issues with that program’s failure were items such as insufficient agency involvement, lack of involvement by the separately elected officials, poor staffing and insufficient training resources. These issues have all been addressed through the ABT planning process. However, as the project nears completion, retention of key employees has been identified by the program, and by the Capital Program Oversight program as a key risk. This proposal attempts to address that risk by allowing program managers to provide incentive packages to those employees that agree to stay through the end of the program. 

ANALYSIS

King County, as a large public employer has a relatively low turnover rate of about 5%. This means that in any given year, roughly one out of every twenty (1:20) positions would be expected to be vacated and filled at some point in the year. However, the ABT program is experiencing significantly higher turnover rates. In fact, their turnover rate is in excess of 37%. This means that essentially two out of every five positions is turning over prior to the expected end date of the body of work. In comparison to the 1:20 ration of the workforce as a whole, this is almost 8 times higher and would lead to turnover rates of eight vacancies per twenty positions compared to the workforce as a whole. 
In addition, the time to fill vacancies in the ABT program are in excess of 70 days, due to the unique nature of the positions used on the project. 

The turnover rate can likely be attributed to a number of factors including: 

· The highly specialized employees in the program (there are ample other opportunities)

· The local area emerging, somewhat, from the recession and employers beginning to hire for technology related positions

· Higher private sector pay

· More lucrative private sector benefit packages

However, likely one of the most pressing causes of the high turnover rate is the reality that the vast majority of the ABT related employees are TLT positions. This means that for the bulk of employees in ABT related positions, their employment will terminate on or before March 31, 2012. This assumes an early January implementation of PeopleSoft Payroll and Oracle Financials. These employees are facing unemployment in less than 9 months and looking for permanent positions. 

While the County cannot offer permanent status to most employees, this ordinance seeks to provide incentives and compensation for staying with the County through the end of the program. 

The Executive is currently anticipating that around thirty employees would be eligible for the incentive program and that the typical incentive package would be around $5,400. Additionally, the ability to grant in-step raises is expected to cost an additional $60,000. 
The total cost estimates for this program are included in the table below. 

	Retention Pay
	$164,935

	In-step Raises
	$59,870

	Total 
	$224,805


While this amount is an additional cost to the project, the Executive estimates that there would be substantial savings compared to the additional costs incurred by the County if these employees were to leave and need to be refilled prior to project completion. 

By comparison, if an employee were to leave and the County would be left to fill that position by use of a contractor instead of a county employee, the County would expect to pay significantly higher costs. These costs will continue to escalate as the end of the project nears.  
The Executive has also provided a cost estimate showing the potentials savings associated with retaining all of the employees covered under this program compared to the turnover costs associated with filling all these positions at the current turnover rates. At this extreme example, implementing this program has the potential to save the ABT project in excess of $2 million between now and the end of the project in March 2012. 
Finally, it should be noted that retention packages are common-place in the private sector. However, the Federal Government, State of Washington, and municipalities such as the City of Seattle all have retention policies that King County does not currently have. The proposed ordinance also creates a requirement for the Executive to report back on the success of this pilot program in May 2012 and to make a recommendation on whether this program should be codified. 

The proposed ordinance is a pilot program and sunsets May 1, 2012. 
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