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METROPOLITAN KING COUNTY COUNCIL

BUDGET AND FISCAL MANAGEMENT COMMITTEE
STAFF REPORT

AGENDA ITEM:  5
DATE: September 10, 2003
PROPOSED No.: 2003-0409
PREPARED BY: David Randall
SUBJECT: A MOTION requesting the executive to research and report to the Council on the benefits of participation in a cooperative purchasing alliance with other cities and counties. 
SUMMARY:
Proposed Motion 2003-0409 would request the executive to research and report to the Council on the benefits of participation in a cooperative purchasing alliance with other cities and counties.  There is an amendment attached that would broaden potential participation in a cooperative software purchasing alliance to include states.

BACKGROUND:
King County invests considerable resources to fund capital technology projects and to operate and maintain technology systems to support critical government operations.  In 2003 alone, the Council approved $43.81 million to fund capital technology projects in the 2003 adopted budget.  
King County also invests considerable resources on purchasing computer software applications.  For example, the Council approved funding $1.82 million to upgrade the PeopleSoft payroll software and an additional $3.97 million to upgrade the Oracle Financials Application software.  

Considering that the County is promoting increased use of off-the-shelf software, it is expected that the future costs of software upgrades will increase.  For example, the County is currently conducting a cost-benefit analysis to assist in the decision to implement a single financial, payroll and budget system that may utilize off-the-shelf software.  If the decision is made to implement a single system countywide, the County will need to purchase additional software upgrades.  In addition, the Council has adopted County policy that encourages purchasing commercial off-the-shelf software packages rather than developing custom developed software applications.  Therefore, there will be a trend in the future at the County towards purchasing more off-the-shelf software.
Off-the-shelf software often requires constant upgrades depending on the life cycle of each software application.  For example, PeopleSoft and Oracle Financial software require constant upgrades as older software versions are no longer supported by software vendors.  Software upgrades are also tightly coordinated with required upgrades to computer hardware.  For example, when the County was required to upgrade its Oracle Financials software because the vendor would no longer support the older version, the County was also required to purchase new computer hardware.  Another example is that  software upgrades for the operating systems for personal computers (e.g., Windows) often require investments in new more powerful personal computers.  This software upgrade cycle is a key reason that some departments in the County have developed standards for replacing personal computers routinely every three or four years.
The County’s dependence on off-the-shelf software and software upgrades is not unique.  Most localities and states rely on off-the-shelf software for key government operations and are required to upgrade software.
The County may benefit from establishing partnerships with other local and state governments to negotiate deep discounts on software purchases and extensions on support of older software versions.  Moss Adams Advisory Services, the external consultant that produced the King County Strategic Technology Plan, recommended that the County establish partnerships that would achieve economies of scale through pooled procurement.   Gartner, a major technology consulting firm, is seeing that many governmental agencies, such as King County, are frustrated that they do not have sufficient clout alone to negotiate best in class deals.

Initiatives, such as partnering with other localities and states to purchase software together, may produce considerable cost savings.  Partnering opportunities may be local, such as the collaborative effort that the Council initiated between King County and the city of Seattle to purchase cell phones.  This collaborative effort is anticipated to produce $337,000 in annual savings for the County.
Partnering opportunities may also exist at the national level.  For example, initiatives through some of the larger, more visible national bodies, such as the National Association of Counties, may offer opportunities to increase negotiation clout with software vendors.  Governing Magazine also hosts an annual lobbying effort among government chief information officers in Washington D.C.  A coordinated effort among chief information officers to develop national policy to use governmental pooled purchasing power may reduce the annual cost of software upgrades.
PROPOSED AMENDMENT:
An amendment is attached that would broaden potential participation in a cooperative software purchasing alliance to include states. 
ATTACHMENTS:

1. Proposed Motion 2003-0409
2. Proposed Amendment
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