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METROPOLITAN KING COUNTY COUNCIL

LABOR, OPERATIONS AND TECHNOLOGY COMMITTEE
	Agenda Item Nos.:
	3 and 4
	
	Date:
	July 11, 2006

	Proposed Nos:
	2006-0269; 2006-0110
	
	Prepared By:
	David Randall


STAFF REPORT
SUBJECT:  
Proposed Motion 2006-0269 approving the vision and goals statement, business case and executive recommendation for implementation of a reorganization of information technology functions countywide.
Proposed Ordinance 2006-0110 making King County code changes related to the executive’s recommendation for reorganization of information technology functions.

SUMMARY:

The executive branch has transmitted the following legislation related to a reorganization of information technology (IT) functions:

1. Proposed Motion 2006-0269 is the primary policy legislation for IT reorganization.  It would approve the vision and goals statement, business case and executive recommendation for implementation of a reorganization of information technology functions.  This proposed motion is the executive’s response to 2004, 2005 and 2006 budget provisos and supersedes Proposed Motion 2006-0109.  Approval of Proposed Motion 2006-0269 would release $1 million in information and telecommunication services operating fund appropriation and would release $67,000 in IT reorganization capital project appropriation.
2. Proposed Ordinance 2006-0110 is a companion piece to Proposed Motion 2006-0269.  It would make King County code changes related to the executive’s recommendation for reorganization of information technology functions; and

3. Proposed Ordinances 2006-0270 and 2006-0111 are companion appropriations ordinances to Proposed Motion 2006-0269 and have been referred to the Operations Budget Committee.  Proposed Ordinance 2006-0270 would appropriate $440,000 to fund third quarter 2006 IT reorganization implementation.  Proposed Ordinance 2006-0111 would appropriate $1,204,589 and twelve FTEs for ITS, I-Net, Office of Information Resources Management (OIRM), and internal support.  An additional appropriation request to fund implementation of IT reorganization is expected to be included in the executive’s proposed 2007 budget.
BACKGROUND:

King County spends over $65 million annually on IT operations and maintenance.  At this current level of IT spending, IT would be the eighth largest county agency.   A primary reason for this large annual IT spending is the county’s decentralized organizational structure for providing IT support.  Several recent consultant studies have found that this decentralized IT organizational structure raises county costs and lowers efficiency, system performance and system security
.
In 2003, Council approved the Strategic Technology Plan (2003 through 2005) which included a strategy to reorganize IT functions countywide (Motion 11660).  The consultant’s plan (Moss Adams Advisory Services) found that “There is no consistent organizational model in use at the County related to how technology is managed.”  And that there are a total of nineteen separate IT groups; including twelve separate IT units within the executive branch.  The consultant’s recommended solution was to reorganize IT functions toward a more centralized business model with a primary intent of reducing IT management costs across the county.  The Strategic Technology Plan for 2006 through 2008 also contains a strategy to reorganize IT functions countywide.
In the adopted 2004 budget, the Council provided $242,000 for a consultant (Pacific Technologies, Inc.) to identify multiple countywide models for reorganizing IT functions countywide, recommend an organizational model, and to prepare a business case.  In addition, Council adopted a capital budget proviso withholding $67,000 pending Council approval of the IT organization business case (this capital budget proviso is still in effect).  
In 2004, this consultant developed a vision and goals statement and business case for IT reorganization.  The vision and goals statement was reviewed and accepted by part of the technology governance (Business Management Council, Technology Management Board, Project Advisory Committee), but not by the Strategic Advisory Council.  The consultant’s business case was not reviewed through the county’s technology governance structure.
The 2006 budget proviso directed the executive branch to transmit a vision and goals statement, business case and executive recommendation for reorganization of countywide IT functions by March 1, 2006 (proviso is attached).  On March 1, 2006, the executive transmitted to Council Proposed Motion 2006-0109 that would approve a vision and goals statement and executive recommendation for IT reorganization.  However, Proposed Motion 2006-0109 did not meet the 2006 budget proviso because a business case was not received.  

Since Proposed Motion 2006-0109 did not meet the 2004, 2005 or 2006 budget provisos, because a business case was not transmitted, the Labor, Operations and Technology Committee decided to delay consideration of the proposed IT reorganization legislation until the business case for IT reorganization was transmitted to Council.

Report Summary:

Following is a description of the executive’s proposed vision and goals statement, the consultant’s recommendation and the executive’s recommendation for IT reorganization:

Vision

“Utilizing information and technology to shape a better tomorrow by enabling effective public services and streamlining countywide operations.”

Goals

· Deliver responsive service to internal customers, the public, and other jurisdictions;
· Provide reliable, cost-effective technical and application architectures;

· Create countywide efficiencies for business functions and infrastructure that are common across the organization;

· Support a culture of effective governance, clear accountability and communication;

· Ensure IT security and privacy;

· Facilitate information sharing – internally and externally;

· Recruit, deploy and retain an appropriately-skilled workforce; and

· Serve as a regional leader in IT regional initiatives.

Consultant’s IT Reorganization Recommendation
The consultant found that the “the County’s current IT organizational model is not aligned with the new IT vision and goals.  The existing highly distributed IT environment, which has evolved without significant focus on countywide needs, serves as a roadblock to achievement of the County’s newly-established goals.”  “Quite simply, there is both room and critical need for improvement in the County’s approach to IT service delivery.”
To solve this problem, the consultant considered three alternatives for reorganizing IT functions countywide:

1. Status Quo: Maintain the current decentralized IT organizational structure;

2. Complete Centralization: Centralize all county (executive department and elected agency) IT personnel and services within one department; and

3. Partial Centralization: Retain IT staff supporting agency-specific computer applications within the business units, while all other IT services are delivered by a newly created executive department.  (Consultant recommendation.)
The consultant “recommends that King County create a new Central IT Department – rather than attempt to simply recast the current OIRM and ITS organizations.”  The provision of agency-specific business computer applications would be retained in the business units and would not move to the new central IT department.  However, all other IT staff and services would be consolidated into a newly created executive department.  
As Chart One illustrates, this newly created department would include functions currently performed by the Information and Telecommunications Services (ITS) Division of the Department of Executive Services, the Office of Information Resources Management (OIRM) and the Chief Information Officer (CIO).  The primary role of the new central IT department would be to operate and maintain the county’s information and telecommunication networks, file servers, computers and phones.  The director of the IT department would assume the CIO’s responsibilities and the CIO position would be abolished.
Chart One

Consultant Recommendation

(Countywide)
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The consultant recommendation is aligned with the IT reorganization vision and goals statement and the Council budget proviso.  The consultant recommendation applies countywide and has a phased implementation, beginning with the executive branch.  
The benefits would be improved IT accountability, a reduction of 60 FTEs
, and net costs savings of $63.9 million over 15 years (this translates into a net present value of $34.3 million).  Ninety percent of the cost savings is from 60 FTEs of labor devoted to IT activities and ten percent is from eliminating about 279 redundant file servers.  Realizing the savings would require an upfront cost of $18.4 million in one-time costs over the first five years.

Executive’s IT Reorganization Recommendation
The executive branch found that there were too many challenges preventing direct acceptance of the consultant’s recommendation.  In particular, separately elected officials, executive department directors and labor did not support the consultant’s recommendation.  Also, the consultant costs and benefits are based on soft estimates and require additional validation.
In response, the executive branch developed its own recommendation for IT reorganization.  The executive’s approach would be to reorganize IT in two phases: 
1. Phase one applies to the executive branch and would begin in 2006 after approval of IT reorganization legislation by Council; and

2. Phase two applies to the other separately elected agencies (i.e., Council, Assessor, Prosecuting Attorney’s Office, Sheriff, District and Superior Courts) and would begin in 2008 dependant upon the recommendations of an additional study to be completed in 2007.
As Chart Two illustrates, the executive’s recommendation transfers the Information and Telecommunications Services division from the Department of Executive Services to the executive’s Office of Information Resources Management.  The Chief Information Officer would lead both entities.  

In addition, each of the seven executive departments would retain their IT units and one IT manager (known as an IT Service Delivery Manager) would be designated to be in charge of IT within each executive department.  These IT managers would directly report to the Chief Information Officer, in consultation with the executive department director.  This organizational model is similar to how the executive organized human resource functions through creation of HR service delivery managers in each executive department who report to the human resource division director.
Chart Two

Executive Recommendation

(Executive Branch Only)
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The executive recommendation is aligned with the IT reorganization vision and goals.  However, it may not be aligned with Council proviso since it is unclear if the executive recommendation would result in cost-savings.  The executive recommendation would improve accountability since one person would be responsible for all IT functions within the executive branch (i.e., Chief Information Officer).  The executive recommendation may improve IT management since some IT management positions may be competitively filled.  

There would be little impact on the 482 IT staff and facilities, because no IT staff reductions or physical relocations of staff are proposed by the executive.  The executive recommendation also proposes increasing IT management within the executive branch by redeployment of 7 FTEs through reclassification of existing vacant positions.  In addition, the executive proposes to increase IT staff within the executive branch staff by twelve FTEs.  Therefore, total IT staff would increase from 482 employees to 501 employees (Proposed Ordinance 2006-0110).   
The executive recommendation applies countywide and has a phased implementation, beginning with the executive branch.  Benefits would be improved IT accountability, a reduction of 15 FTEs through attrition over 15 years, and net costs savings of $20.1 million over 15 years (the executive’s business case does not include a net present value estimate of cost savings).  Eighty percent of the cost savings is from 20 FTEs of labor devoted to IT activities and twenty percent is from eliminating file servers.  Realizing the savings would require an upfront cost of $5.8 million in one-time costs over the first five years.
ANALYSIS OF PROPOSED MOTION 2006-0269:
Two primary criteria were used by the consultant to evaluate IT organizational models for the consultant recommendation: accountable IT service and cost efficiency.  This means that the consultant recommendation for how to reorganize county IT functions should equally improve both accountable IT service and cost savings.  

The primary criterion used by the executive to evaluate IT organizational models for the executive recommendation was accountable IT service.  This is consistent with the goal for the IT reorganization project that was included in the Strategic Technology Plan adopted by Council earlier this year (Motion 12274).  This means that the executive recommendation for how to reorganize county IT functions should improve accountability for IT service; the reorganization does not need to produce cost savings.  
As the Table One illustrates, both the consultant and executive recommendations improve accountability.  Both the consultant and executive business cases state that their recommendations improve cost savings; however, the executive recommendation results in significantly less cost savings.





Table One
	
	Accountability
	Cost Efficiency

	Consultant Recommendation
	√
	√

	Executive Recommendation
	√
	Partial


Accountability
As mentioned above, both the consultant and executive recommendations would improve accountability by providing a single point of contact for IT management and operations.  This would be a considerable improvement from the current decentralized county organization of 19 independent IT units.  Under the consultant recommendation the single point of contact would be the IT executive department director.  Under the executive recommendation the single point of contact would be the chief information officer. 
Cost Efficiency
Table Two compares the costs and benefits of the consultant and executive recommendations.  The consultant recommendation would improve cost efficiency.  The consultant recommendation would cost $18.4 million to implement.  And the consultant’s recommendation would result in a reduction of 60 FTEs and net savings of $63.9 million over 15 years (this was translated into a net present value of $34.3 million using an estimated cost of capital rate of 5.25%).  
The executive recommendation may improve cost efficiency.  The executive recommendation would cost $5.8 million to implement.  And the executive recommendation would result in a reduction of 15 FTEs through staff attrition over 15 years and net savings of $20.1 million over 15 years.  The executive’s business case does not include a net present value estimate of cost savings; however, the net present value estimate of cost savings would be less than $20.1 million over 15 years.  
Table Two
	
	Consultant Recommendation
	Executive Recommendation
	Difference

	One-time Costs
	$18.4 million
	$5.8 million
	$12.6 million

	Savings over 15 Years
	
	
	

	Net Savings
	$63.9 million
	$20.1 million
	$43.8 million

	Net Present Value Savings
	$34.3 million
	Not Available
	Not Available

	FTE Savings
	60 FTEs
	15 FTEs
	45 FTEs


Net savings are reduced by $43.8 million from the consultant to executive recommendation for the following reasons:
· The primary reason is because the consultant recommendation reduces 45 more FTEs than the executive recommendation;

· The executive includes savings only for the executive branch.  The consultant recommendation includes savings from consolidation of IT functions countywide including all branches of county government; and

· File servers are consolidated over two years rather than in the first year; therefore, savings are spread-out over two years.
While the consultant’s cost savings, particularly labor savings, are compelling, the executive does not consider it feasible to achieve the level of efficiency savings estimated by the consultant.  The executive concluded that the consultant oversimplified their staffing analysis which overstated labor savings.  For example, the consultant collected data on time spent on IT work by staff person and then added time data together to calculate the number of IT staff.  This methodology would take 100 IT staff spending 10 percent of their time on IT planning and say that 10 FTEs were devoted to IT planning where there would typically be 9 FTEs, therefore, 1 FTE could be reduced.  In reality it would be difficult to reduce 1 FTE since the work would need to be reassigned across 100 IT employees.  Since many of these 100 IT employees are unionized, the reassignment of work may need to be bargained further complicating the ability to reduce staff.  
The executive hired an additional consultant (Moss Adams) to validate the consultant and executive recommendations.  This validation included an evaluation of cost and benefit data and assumptions and planning timelines.  The consultant concluded that the executive has analyzed and planned for IT reorganization at a high-level, although much work remains to be completed as the county confirms the go-forward process and ensures that risk is minimized.  The consultant concurs with over 50 percent of the assumptions used to develop the executive’s recommendation.
ANALYSIS OF PROPOSED ORDINANCE 2006-0110:

Proposed Ordinance 2006-0110 would make King County Code changes related to the executive’s recommendation for reorganization of information technology functions.  Table Three describes the executive’s proposed substantive changes to county code.  Some proposed changes are related to the executive’s proposed IT reorganization while other proposed changes are related to changes in the codified technology governance process.

Table Three

Proposed Substantive Changes Included in Proposed Ordinance 2006-0110

	
	Proposed Changes
	Proposed Ordinance Section

	1.
	Moves the duties of the information and telecommunications services division from the department of executive services to the office of information resources management.
	Section 3A; 6

	2.
	Removes the requirement that the chief information officer update the strategic technology plan annually.  The strategic technology plan would be revised every three years.
	Section 3B1; 4A

	3.
	Grants the chief information officer the authority to terminate IT projects.  Currently only the executive and council may terminate a project.
	Section 3B13; 5J

	4.
	Adds the responsibility of the Chief Information Officer to manage the information and telecommunications services office.
	Section 3B17

	5.
	Adds the responsibility of the Chief Information Officer to plan, oversee and manage the information technology functions within the executive branch.
	Section 3B18

	6.
	Add the requirement that all county departments develop and maintain IT plans that align with the strategic technology plan and shall procure IT that meet county policies and standards.
	Section 3C

	7.
	Replaces the requirement that the strategic technology plan include a prioritized list of proposed IT projects with a section that describes accomplishments of IT projects towards meeting objectives.
	Section 4A2

	8.
	Expands the private sector membership of the strategic advisory council from 1 to up to eight members and expands the external public sector membership from 1 to up to two members.  Terms are set to be two-years – the original legislation did not state length of service.
	Section 7A

	9.
	Removes the requirement that the strategic advisory council review technology program proposals for their alignment with adopted strategic objectives.
	Section 7B3

	10.
	Removes the requirement that the votes be taken and recorded in the Business Management Council.  
	Section 8E

	11.
	Eliminates the sub-teams of the Technology Management Board.
	Section 9D

	12.
	Removes the requirement that the votes be taken and recorded in the Technology Management Board. 
	Section 9F


ISSUES: 
There are two policy choices for the committee to consider regarding Proposed Motion 2006-0269:
1. Does the committee choose the consultant or executive recommendation for IT reorganization?  

The primary goal for IT reorganization that was included in the adopted Strategic Technology Plan is to improve accountability.  Both the consultant and executive recommendations would improve accountability.  A secondary goal for IT reorganization is to improve efficiency.  Both the consultant and executive recommendations would improve efficiency, although the consultant recommendation would produce greater savings.  However, the executive does not believe that the consultant’s efficiency savings are realistic and attainable.  The consultant hired by the executive to validate the consultant and executive recommendations found that while the concept of reduced labor is valid, more work is needed to realize labor savings.
2. Does the committee concur with the consultant and executive recommendation that IT reorganization be phased-in countywide?  

Both the consultant and executive recommendations phase-in participation of separately elected agencies in the countywide IT reorganization.  Under both recommendations elected agencies would retain their autonomous authority to continue to provide their business application services.  However, under both recommendations elected agency IT planning and utility services (i.e. network, workstations and file servers) would be provided by one central executive IT unit.  The consultant recommendation phases-in elected agencies in the beginning of the project.  The executive recommendation phases-in elected agencies in 2008 depending upon the outcome of a further study to be conducted in 2007.
PROPOSED AMENDMENT:
Attached to the staff report is a proposed amendment to Proposed Ordinance 2006-0110 that would make the changes listed in Table Four. 
Table Four
Changes Included in Amendment to Proposed Ordinance 2006-0110

	
	Proposed Changes
	Amendment Line

	1.
	Makes a technical correction removing the administrative office for the office of information resources management from the department of executive services.  
	Line 120

	2.
	Add the requirement that the strategic technology plan shall be transmitted to council no later than January 31 of the reporting period.  
	Line 401

	3.
	Add the requirement that the annual technology report shall be transmitted to council no later than June 30.  
	Line 423

	4.
	Add the requirement that the executive’s annual proposed technology business plan shall be transmitted to council along with the executive’s proposed budget.  
	Line 424

	5.
	Makes the Strategic Advisory Council be advisory to the county executive.  Currently, the Strategic Advisory Council is advisory to the chief information officer who reports to the county executive.
	Line 489


	6.
	Adds a responsibility to the Strategic Advisory Council Review to review policy-related transmittals to the County Council that are proposed by the King County executive for large countywide information technology projects, such as the business cases.
	Line 508

	7.
	Retains the current county code requirement that the votes be taken and recorded in the Business Management Council meetings.  
	Line 556


ATTENDING:


David Martinez, Chief Information Officer and Interim Information and Telecommunications Services Division Manager
ATTACHMENTS:


1. Transmittal letter dated June 1, 2006

2. Proposed Motion 2006-0269 (with executive business case and transition plan attached)

3. Fiscal note 

4. Transmittal letter dated March 1, 2006

5. Proposed Ordinance 2006-0110
6. Fiscal notes 
7. Striking amendment to Proposed Ordinance 2006-0110 

8. Budget proviso
County Executive





ITS Functions 


Elected Agency ITS-Related Functions





IT Department 


Director 





OIRM Functions 





County Executive





OIRM


Chief Information Officer 





OIRM Functions 





ITS Functions 














Executive Department


IT Service Delivery Managers








� King County Strategic Technology Plan (2003-2005) by Moss Adams Advisory Services; Network Infrastructure Optimization Assessment/Evaluation Report by IBM; Report of the King County General Government Budget Advisory Task Force; Total Operating Cost of Technology Report by Pacific Technologies, Inc.; and Security Configuration Assessment Guidelines Report by IBM.


� The consultant’s recommended reduction of 60 FTEs represents a 12 percent reduction in overall county IT labor.
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