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STAFF REPORT
SUBJECT:  
Proposed Motion 2006-0109 approving the vision and goals statement 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 three pieces of legislation related to a reorganization of information technology functions:

1. Proposed Motion 2006-0109 is the primary policy legislation for IT reorganization.  It would approve the vision and goals statement and executive recommendation for implementation of a reorganization of information technology functions.  This proposed motion is a partial response to 2004, 2005 and 2006 budget provisos;  
2. Proposed Ordinance 2006-0110 is a companion piece to Proposed Motion 2006-0109.  It would make King County code changes related to the executive’s recommendation for reorganization of information technology functions; and

3. Proposed Ordinance 2006-0111 is a companion piece to Proposed Motion 2006-0109 and has been referred to the Operations Budget Committee.  It would release $1 million of the Information and Telecommunications Services (ITS) Division operating budget and $67,000 of the IT organization capital project budget currently withheld by budget provisos.  It also resets the due date in the budget proviso for Council receipt of the IT reorganization business case from March 1, 2006 to June 1, 2006.  And the proposed ordinance appropriates $1,204,589 and twelve FTEs for ITS, I-Net, Office of Information Resources Management (OIRM), and internal support.  Additional appropriations requests are expected to be transmitted to Council in concert with the business case in June and with the executive’s proposed 2007 budget.
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).  A vision and goals statement and executive recommendation were received on March 1, 2006; however, a business case was not received.  The executive branch has requested that the business case be sent to Council on June 2, 2006.  Since the business case has not been received, this staff report will briefly describe the vision and goals and executive recommendation.  A full analysis will be completed once the business case is received in June.
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 and they were transmitted to Council by the executive branch on March 1, 2006.  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 following vision and goals statement are included in Proposed Motion 2006-0109:

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.

Description of Consultant’s Proposed IT Reorganization
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
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The consultant recommendation is aligned with the IT reorganization vision and goals statement and the Council budget proviso.  The recommendation has a phased implementation, beginning with the executive branch.  The benefits would be a net savings of $34.3 million over fifteen years, a reduction of 60 FTEs and improvement of IT management and accountability.
Description of Executive Proposed IT Reorganization
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 proposes to increase IT staff within the executive branch staff by twelve FTEs; therefore total IT executive branch staff would increase from 407 employees to 419 employees.  A fuller cost-benefit analysis of the executive’s approach is expected to be transmitted to Council on June 2, 2006.
POSSIBLE ISSUE: 

Does the committee want to delay action on the IT legislation until the business case is sent June 2, 2006?

The executive transmitted IT legislation does not meet the budget provisos, because a business case that includes a cost-benefit analysis was not transmitted.  In addition, the Strategic Technology Plan (2006-2008) includes the policy statement that technology investments will be prioritized for funding consideration based on a compelling business case.  To be consistent with budget provisos and county policy, the committee may choose to delay consideration of the proposed IT reorganization legislation until the business case for how to reorganize IT functions is transmitted to Council on June 2, 2006.  

ATTENDING:


David Martinez, Chief Information Officer
ATTACHMENTS:


1. Transmittal letter dated March 1, 2006
2. Proposed Motion 2006-0109 
3. Transmittal letter dated March 1, 2006

4. Proposed Ordinance 2006-0110
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� 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.
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