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RESVISED STAFF REPORT
SUBJECT: Reorganization of County Executive offices. 

Committee Action:  At its November 13, 2008 meeting, the Annual Budget Review and Adoption Committee voted to forward Proposed Ordinance 2008-0549, as amended, to the full Council with a “do pass substitute” recommendation.  The vote was nine ayes, no nos and none excused.  The proposed legislation was amended to require the county executive to transmit a DDES strategic plan to council by August 1, 2009.
SUMMARY: Highlights:

Proposed Ordinance 2008-0549 would create the office of Strategic Planning and Performance Management. In July 2008, Council adopted the Performance Management and Accountability Ordinance (Ordinance 16202) which created a countywide performance and accountability system and directed the Executive to create a new Executive office of performance and accountability. This office is funded through general fund overhead.
The new office includes three functions: 

1. Performance management and accountability.   The office would be responsible for countywide strategic planning as mandated in the Performance Management and Accountability Ordinance adopted by Council this summer.  Countywide, agency and system oriented planning efforts, such as strategic plans and operational master plans would be led through this office.  This function is currently budgeted in OMB and is proposed to transfer to this new office.
2. Business relations and economic development.  The office would be responsible for urban and rural economic development, enforcing federal and county contract compliance, managing small business contracting programs, managing the County’s apprenticeship program and performing historic preservation functions.  These functions are currently budgeted in the Office of Business Relations and Economic Development which is proposed to be dissolved.
3. Strategic initiatives and policy development.  The office would be responsible for regional growth management planning and evaluation, including the Countywide Planning Policies Benchmark Reports, the Annual Growth Report and Buildable Lands Analysis.  This section would also lead or coordinate Executive initiatives, such as the Equity and Social Justice Initiative, Climate Change Initiative, Community Enhancement Initiative, Rural Services Initiative, and governance transition effort for the unincorporated urban areas (formerly known as the Annexation Initiative).
ANALYSIS: 

Budget Tables:
The proposed budget for this new office is derived from the transfers from three Executive department/offices: (1) the Office of Management and Budget (OMB); (2) the Office of Business Relations and Economic Development (BRED); and (3) the Department of Transportation (DOT).  

Within OMB, the primary budget transfer is for the Management Analysis and Planning section of OMB, although two additional positions budgeted in OMB also transfer to the new office (the performance management director and a senior policy analyst).  

This staff report presents two tables comparing the funding and staffing of the new office with the funding and staffing of these functions in the 2008 budget.
Budget Comparison:

As Table One below shows, the proposed budget for the new office is $3.81 million.  The 2009 budget is an estimated reduction of 19 percent ($1.02 million) as compared with the office functions as organized in 2008.  Since the OMB functions were not a separate appropriation unit in 2008, Council staff requested, and OMB staff provided, estimates for the equivalent of 2008 budgeted figures for the OMB staff/accounts that are leaving OMB.
Table One
Strategic Planning and Performance Management Budget Comparison

2008 to 2009
	
	2008

Estimate*
	2009

Proposed**
	Change 2009 v. 2008
	Change 2009 v. 2008

	OMB 
   Management, Analysis and Planning 
	$2,022,427
	$1,531,523
	($490,904)
	(24.27)%

	   Performance Management Director 
	126,152
	135,408
	9,256
	7.34%

	   Senior Policy  Analyst
	139,595
	121,466
	(18,129)
	(12.99)%

	   OMB Subtotal


	2,288,174
	1,788,400
	(499,774)
	(21.84)%

	DOT Performance Management Analyst
	101,632
	111,269
	9,637
	9.48%

	BRED
	2,434,962
	1,907,690
	(527,272)
	(21.65)%

	OSPPM Totals 
	$4,824,768
	$3,807,356
	($1,017,409)
	(19.39)%

	Revenue Source: General fund overhead
	
	
	
	

	*OMB estimate of 2008 Adopted budget.  **From 2009 Budget Book
	
	
	
	


The budget for the OMB functions transferred to the new office is proposed to decrease by 22 percent ($499,774) from 2008 primarily from reductions in: (1) annexation staffing, (2) consulting contracts and (3) printing.  The budget for the Performance Management director in the OMB budget is transferred to the new office and increases seven percent from the 2008 budget.  This increase is due to a reclassification of the position this year.
The BRED budget is transferred to the new office and is proposed to decrease by 22 percent ($527,272) from 2008.  Primary reasons for this saving include reductions in: (1) two economic development FTEs and Extra Help, (2) contracts, consulting and printing.  

The proposed budget identifies a rent savings for the office of $219,992. This is being analyzed separately by Council staff.
Budget Savings:

It should be noted that there is a difference between the savings identified in Table One above of $1,017,409 and the savings identified in the Executive’s transmittal letter of $830,000.   This total savings of $1,017,409 consists of two parts: (1) the portion from mid-year 2008 (PSQ) to 2009 proposed ($830,000); and (2) the portion from estimated 2008 adopted to mid-year 2008 (PSQ).  It is possible that some of the discrepancy could arise from not having complete PSQ reports for 2008 and 2009. Council staff is continuing to analyze the estimated savings.

Staffing Changes:

Table Two below illustrates the proposed staffing for the new office. Total proposed staffing is 26 FTEs and 2 TLTs.  From all affected organizations, this is a net reduction of 2 FTEs and 2 TLTs as compared with the staff levels as organized in 2008.  
For OMB, the Executive’s proposal will result in the reduction of one FTE and one TLT (associated with the Annexation Initiative) in addition to transfers from OMB to the new office.  The Executive also has proposed the conversion of a TLT to an FTE within the new office for a performance management analyst. This position had been authorized in the DOT budget as a TLT, but has been working out of the Executive Office doing countywide performance management.   As noted earlier, the Executive’s proposal cuts two FTEs in the former BRED office.
Table Two

Strategic Planning and Performance Management Staffing Comparison 

2008 to 2009

	
	2008

Adopted

FTE
	2008

Adopted

TLT
	2009
Proposed

FTE
	2009
Proposed

TLT
	FTE Change 2009/2008
	TLT
Change 2009/2008

	OMB 
     Mgmnt, Analysis and Planning 
	11.00
	2.00
	10.00
	1.00
	(1.00)
	(1.00)

	     Performance Mgmnt. Director 
	1.00
	0.00
	1.00
	0.00
	0.00
	0.00

	     Senior Policy  Analyst
	1.00
	0.00
	1.00
	0.00
	0.00
	0.00

	     OMB Subtotal
	13.00
	2.00
	12.00
	1.00
	(1.00)
	(1.00)

	DOT 
     Performance Mgmnt. Analyst
	0.00
	1.00
	1.00
	0.00
	1.00
	(1.00)

	BRED

     Economic Development
	5.00
	0.00
	3.00
	0.00
	(2.00)
	0.00

	     Historic Preservation
	4.00
	0.00
	4.00
	0.00
	0.00
	0.00

	     Contract Compliance
	5.00
	0.00
	5.00
	0.00
	0.00
	0.00

	     Administration
	1.00
	0.00
	1.00
	0.00
	0.00
	0.00

	     BRED Subtotal
	15.00
	0.00
	13.00
	0.00
	(2.00)
	0.00

	OSPPM Grand Total
	28.00
	3.00
	26.00
	2.00
	(2.00)
	(2.00)


What is the Rationale for Creating the New Office?

The Performance and Accountability Act, Ordinance 16202, contained a provision that required the Executive to transmit an organizational report on how the performance management office should be structured. In his transmittal letter, the Executive provided a high-level summary of his analysis and research, stating that the letter was his response to the report required in the ordinance. Among other findings, the Executive quoted a best practice from a Harvard Business Review article by two noted authors/researchers.  They found that highly-effective governmental and private organizations typically “sustain their strategy focus” by establishing “a new unit at the corporate level to oversee all strategy related activities, and office of strategy management.”  
The Executive also referenced local governments, nationally recognized for innovation, that have offices with combined functions of performance management and strategic initiatives.  Local governments named include: Miami/Dade County, Florida; Minneapolis, Minnesota; Durham, North Carolina; and Newark, New Jersey.
Issues:
1. Are There Alternatives to How the Office is Structured?
Council may wish to consider additional options for how this office could be created. The Performance Management and Accountability Ordinance adopted by Council directed the Executive to transmit an organizational report on how the performance management office should be structured.  The Executive summarized his evaluation of three options for how the office should be created in the transmittal letter accompanying the office creation proposed ordinance, but a separate report was not transmitted.  The following provides possible alternative organizational structures for Council consideration.  
Background: The Office of Business Relations and Economic Development (BRED) is primarily an operational unit. It is mainly engaged in operating the Contracting Opportunities Program, Contract Compliance, Economic Development and Historic Preservation. BRED does provide strategic planning for the economic development chapter of the County’s comprehensive plan, and staff developed the Rural Economic Development Strategy. Nevertheless, staff is primarily involved in operating programs for internal and external customers. Furthermore, BRED is proposed to be separately located in the Yesler Building, contrary to County space planning policy. 

OMB has been the home for the Management, Analysis and Planning functions. The Executive’s office has been the home of the Performance Management program and Executive initiatives. 
Options: 

Option 1: Under this organizational structure, BRED would remain a separate office with the proposed reduction of two FTEs and it would be located in the Yesler Building. There would be a separate Office of Performance Management as called for in Ordinance 16202. The MAP functions would remain in OMB. If Councilmembers are interested in this option, an amendment will be drafted and made available at full-council. 
Option 2: Under this organizational structure there would be a new Office of Strategic Planning and Performance Management that includes the MAP functions of OMB and the performance management and Executive initiatives currently managed out of the Executive Office. BRED would remain a separate organizational unit as it is today. If Councilmembers are interested in this option, an amendment will be drafted and made available at full-council. 
Option 3: Approve the new office as proposed.
2. Economic Development Contract Services
· enterpriseSeattle ($185,150 - $75,150 GF)
This agency's mission is to encourage local business formation, expansion, and retention, encourage family-wage jobs, and to assist companies interested in locating in King County.  enterpriseSeattle is the implementing agency for the Prosperity Partnership’s Regional Economic Strategy industrial cluster strategies – aerospace, life sciences, information technology, clean technology, and logistics and international trade.  Funding is roughly 50% public and 50% private.  King County has funded this agency since 1985.

· Trade Development Alliance ($59,147 GF)
This agency's mission is to make Greater Seattle one of North America's premier centers for shipping, distribution, and commerce through international marketing and investment.  Funding is about 75% public and 25% private.  King County has funded this agency since its inception in 1991.

· Worker Center, AFL-CIO ($34,916)
This agency is dedicated to assisting displaced workers and distressed firms through its Reemployment Support Center and to creating economic opportunities for low-income persons.  Funding is 100% from local governments and grants.  King County has funded this agency for over 15 years.
· The Office of Port Jobs ($22,858)
This agency has the mission to create entry level jobs with career paths for disadvantaged persons in port-related industries. It operates the Apprenticeship Opportunities Program, Airport Jobs, and the Working Wheels programs. Funding is 100% public. King County has funded this agency since its inception in 1993. Unlike the other programs listed above, no general funds are used to fund this program. It is funded by WTD and SWD. 

REASONABLENESS: Adoption of this ordinance (with or without changes to the location of Business Relations and Economic Development) would save the County in terms of personnel savings and meet the requirements of the Performance Management and Accountability ordinance. As such, this would constitute a reasonable business decision.
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