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October 7, 2008
The Honorable Julia Patterson 

Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Patterson:

Enclosed for your review and consideration is an ordinance authorizing the King County Executive to enter into an interlocal cooperation agreement with the Washington State Department of Printing (PRT) to achieve a strategic print relationship between the Department of Executive Services, Facilities Management Division (FMD) and the PRT.  This authorization will allow the PRT and FMD to work collaboratively on the continued provision of print goods and services to King County agencies and, at the same time, make available a new opportunity for the FMD Print Shop to begin delivery of print goods and services to State agencies within the local Seattle Metropolitan area.  This mutually beneficial agreement will enable the county to leverage the PRT’s well regarded business systems, expertise, production capacity and resources to the advantage of the Print Shop’s customers.  In addition, it will enhance the future ability of the FMD Print Shop to increase production, thereby ensuring the long-term economic viability for the function.  We now have an opportunity to forge a unique relationship with this state agency that will be a “win-win” for both.  This relationship can be held out as a good example of how governments, through cooperation and collaboration, can function in an efficient and cost effective manner.  
On December 17, 2007, the King County Council passed Motion 12659.  This motion acknowledged receipt of a revised Executive recommendation and a Transition Plan for county printing and graphics Arts operations (“Print Shop”), thus meeting the requirements of a budget proviso presented in the 2007 Budget Ordinance, Ordinance 15652, Section 106.  FMD subsequently assumed control of Print Shop operations on January 2, 2008.  Upon taking on responsibility for the Print Shop, the FMD’s primary goal was to transition the Print Shop from what has frequently been a financially underperforming unit with chronic revenue problems into a viable in-house (in-plant) line of business.
Transition Plan

FMD’s mandate from the County Council and the County Executive begins with the Transition Plan, originated by the Office of Information Resource Management (OIRM) in late 2007 as it prepared to hand off management responsibilities for the Print Shop to the FMD by year end.  The Transition Plan had 6 key components:

· Reduce print shop expenditures

· Operate two downsized copy centers

· Decentralize graphics arts function

· Utilize brokers in the service ordering process

· Perform recurring operational reviews

These components were to be implemented in a Print Shop reconfigured to comprise two downsized copy centers at King Street Center (KSC) and the new Chinook Building.  Press printing at some reduced capacity was to be retained, but relocated from the Graybar building to the KSC site.  Outside printing services would be used for larger and/or more complex printing jobs.  As originally written, the Transition Plan provided for three full-time equivalent (FTE) positions.  During the development of the budget, and as the plan was ultimately reviewed and approved by council, two additional press operator positions were added.  This revised transition plan provided for a total of five FTE positions to staff the two centers. 

The Transition Plan provided for financing the two centers’ costs through a cost allocation methodology that assigns a share of center costs to each agency based on agency staffing count, including full time and term limited temporary employees, rather than actual copy order volumes.  Since the allocations are not dependent on copy volume, at any level below a certain number of copies, agencies would have an incentive to use Print Shop services rather than contracting directly with an outside commercial vendor. 

The Transition Plan envisioned an internal broker service within the Department of Executive Services, Finance and Business Operations Division (FBOD) Procurement Section.  This service would distribute customer orders that are beyond the production capabilities of the Print Shop to outside vendors, based on needs, cost effectiveness, and resources.  Finally, the Transition Plan called for periodic operational reviews of the Print Shop to be conducted by the Department of Executive Services (DES) every six months over a two-year period.  The first semi-annual operating review is presented at Attachment B to this letter.
Transition Plan Implementation

Over the first 6 months of FMD management, the various elements of the Transition Plan have either been implemented or the FMD has recommended another course of action.  Following is a detailed discussion of each Transition Plan element.

· Reduce Print Shop Expenditures.  The Print Shop operating budget for 2008 was roughly 1/3 of the operating budget for 2007 with the anticipation that the transitioned Print Shop’s budget would be based on a revised Print Shop model.  The original 2008 Adopted Budget did not provide for required sales tax payments.  Accordingly, the status of the budget is being closely monitored.
· Operate Two Downsized Copy Centers.  The inclusion of offset printing as a Print Shop service created conditions that affect the original two-center plan.  The two sites originally designated, the Chinook Building and the King Street Center each created a serious problem as far as suitability and size.  Both locations had insufficient space to house both offset printing and digital copying.  Furthermore, the Chinook Building designated location, 1st floor adjacent to the Ethics Office, is inappropriate for noisy machinery and the floor is not sufficiently braced to deal with the weight of paper products necessary to sustain a heavy production site.  The logistics associated with moving paper from the loading dock to the 1st floor is also problematic.  Finally, providing production staff coverage to three locations with only 5 production staff was problematic.  Also, the appointed FMD Print Shop Transition Manager quickly realized that the current digital copy machine per month production is not sufficiently high to economically justify two copy centers.  Accordingly, the FMD recommends, at least over the mid-term, to consolidate all production in downsized space in the Graybar Building.  This site is appropriately configured for print shop operations, and the one location is financially sustainable based on projected print volumes and operating costs. 
· Decentralize Graphic Arts Function.  This element of the Transition Plan has been fully implemented but not without concerns raised by customers.  The basic question raised is how best can agencies obtain graphic arts services given the fact that this service is no longer provided directly by the Print Shop?  Even though both the Department of Transportation and the Department of Natural Resources and Parks have offered to provide services on a cost reimbursable basis, both agencies have conditioned this based on availability of resources.  The FBOD has established contracts for outside graphic arts services that are available in the event that both departments are unable to perform the work for lack of resources.  This, of course has raised concerns from the labor union representing Print Shop staff.  To mitigate these concerns and issues, the Print Shop is providing a triage of graphic arts requests to direct customers to the best source of graphic arts services.  While this triage was considered a short-term transitioning function, it appears that this triage should become a permanent function performed by the Print Shop as customers start up their print projects.
· Utilize Brokers in the Service Ordering Process.  The Transition Plan assumed that there would be an independent brokerage of outside placed print orders.  The Print Shop’s transitioning included the assignment of temporary staff to carry out this function.  It became clear early on that the brokerage decisions must be based on a thorough understanding of the Print Shop capabilities, backlogs, and the customer desires.  While the idea of having an independent brokerage function has merit, the practical application has been problematic.  The Print Shop continues to work with the FBOD on securing vendor provided print products and continues to maximize cost savings for customers receiving outside print products.  The FMD intends to rely on the State PRT, the strategic print partner, to perform the type of brokerage function contemplated when the original Transition Plan was formulated.    
Considerations Related to a New Business Model
The workflow envisioned with the original Transition Plan relied heavily on an in-house brokerage function to carry out many activities related to managing production and outsourcing.  This is not considered a viable option because of the number of copiers available at agencies and the complexity of even the light production copy machines.  The transition plan did not provide resources to cover administration or to pay for new business systems.  The plan called for a brokerage function that covered the following:
· Provide customer service for the county’s copying, printing, and graphic needs.

· Determine whether a job should be run within the copy center, if it requires graphics work, and/or if it should be brokered to a vendor.  

· Determine how the job should be produced based on the best price available to the customer.

Originally, the Transition Plan called for digital copier and related services only.  It was later decided to broaden the scope of services to include press and expanded bindery services.  This ultimately affected decisions as to location and increased the complexity of transitioning to a more economically viable function.  On the other hand, this late change has increased the capacity to maintain a rather broad range of print products and sustain the Print Shop’s bindery function, a function considered essential to successful in-plant print functions.  
The baseline issue is to determine how the county’s in-house Print Shop can become successful with the current level of resources, a Transition Plan that is outdated, and a total lack of automated business systems designed for the print industry.  Generally speaking, we would look for a print operation with the following features:

· On-Line ordering, immediate pricing, and accessible status reporting;
· Customer training on the use of ordering systems;
· Marketing available services;
· Use of on-line templates for business cards, awards, and other standard print jobs;
· Cost effective print production and competitive pricing;
· Automated and expanded bindery services;
· Seamless services in-house versus use of outside vendors;
· Effective quality control and delivery; and
· Timely and accurate billing and collections.
Of the many barriers to the Print Shop’s delivery of cost effective printing goods and services, perhaps the most important and controllable barriers are the lack of resources and automated print industry business systems.  After careful consideration of the options, a primary option available to the county is to engage a private or public entity as a strategic print partner.  This would enable the county to leverage that partner’s business systems, expertise, and resources to the advantage of the Print Shop’s customers.  There is a broad range of potential partnership relationships, each with its own advantages and disadvantages.  
The Emergence of the State Department of Printing as a Strategic Partner

The PRT has proposed a strategic relationship with the county that serves both governments well and is entirely consistent with the concept of having a strategic print partner.  We now have an opportunity to forge a unique relationship with this state agency that will be a “win-win” for both.  This relationship can be held out as a good example of how governments, through cooperation and collaboration, can function in an efficient and cost effective manner.  We have been advised by the Prosecuting Attorney’s Office that the appropriate legal vehicle to formalize such relationship is through an interlocal agreement approved by the King County Council and appropriate State officials.  

With this in mind, the FMD has negotiated both the business points and general conditions of a proposed interlocal agreement (Agreement) which would provide the legal framework to proceed with this strategic relationship.  This agreement has the following features:

· Establishes the PRT as a preferred provider of print goods and services to King County agencies for those jobs that cannot be completed by the FMD Print Shop or as so directed by FMD.

· Establishes the FMD Print Shop as a preferred provider of print goods and services for State and local agency job requests placed directly with the PRT that the PRT would not normally fulfill itself.

· Allows the FMD Print Shop to order materials and supplies through the PRT procurement network where volume leveraged purchases would result in costs lower than the Print Shop’s normal supply channels.

· Allows King County agencies to use the PRT’s ordering systems currently in place and to use the PRT’s paperless all-inclusive ordering system currently under development.  Estimated delivery of the new system is the 1st Quarter of 2009.  

· Allows King County to participate in the upfront planning for the PRT’s new system thereby facilitating a PRT system that will acknowledge this strategic relationship and provide information necessary to support the Print Shop’s business information needs.

· Calls for the PRT to provide customer training on their new system, their products and services, and to provide advisory services assisting customers make the most cost effective decisions about their needed print products and services.

Timeline to Transition to the New Business Model

The original Transition Plan was quite aggressive as to timeline and was developed with two significant assumptions.  First, it was assumed that the revised business model would include a scope of services that did not include press work.  Secondly, it was assumed that the King County Council would approve the Transition Plan by the end of September 2007.  Neither one of these assumptions occurred.  There was a decision to include presswork in the services provided and the Transition Plan was not approved until late December.  A side-by-side comparison of the Transition Plan timeline compared to our current projected timeline is included in the Operations Review attached to this transmittal.  We currently estimate that, given County Council approval by December 2008, the strategic relationship with the State Department of Printing will begin by January 1, 2009 and the transitioned Print Shop fully operational during the 1st Quarter of 2009.     

I look forward to your review of this proposal and strongly urge your approval of the proposed cooperative and strategic relationship between King County and the State of Washington.  If you have further questions, please feel free to call Kathy Brown, Director, of the Facilities Management Division, at 206-296-0631.      

Sincerely,

Ron Sims

King County Executive
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