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SUBJECT

Proposed Motion 2011-0408 would accept a proviso response report that quantifies improvement in permit approval timelines achieved the Department of Development and Environmental Services ("DDES") in 2011.

SUMMARY
In responding to the budget proviso, the Executive has transmitted a report entitled "2011 Budget Proviso Response Report: Improvement in Permit Approval Timelines, Conversion of Hourly Charges to Fixed Fees, and Customer Survey Results", as well as, a motion accepting the report.  (See Attachment 1 for the motion and full report).

In addition to providing information to quantifying the improvement in permit approval timelines, the report also validates the planning assumptions used by DDES to convert hourly charges to fixed fees in 2011.  The report also presents the results of a customer satisfaction survey conducted by DDES in 2011.

BACKGROUND

The King County 2011 budget ordinance, (Ordinance 16984, Section 82) includes a proviso that reads, in part, as follows:

P1 PROVIDED THAT:

Of this appropriation, $100,000 shall not be expended or encumbered until the executive transmits and the council adopts a motion that references the proviso's ordinance, section and number and states that the executive has responded to the proviso. This proviso requires the executive to submit a report on: 

(1) any quantifiable improvement in meeting permit deadlines as a result of the shift from measuring employee performance by the number of hours billed to a project to a method using the ability to complete review within a stated time period; 

(2) the number of hours assumed for each type of permit when developing the fixed fee for each specific permit compared to the actual average of hours to complete each type of permit to which a fixed fee is charged for the period of January through July 2011; and 

(3) the development and results of a customer survey, conducted for the period of January through July 2011, measuring the level of satisfaction as a result of the department of development and environmental services implementing its new 2011 fee structure and the operational changes that the department put in place starting in January 2010.  
Permit Approval Timelines

Prior to 2010, DDES policy required that a minimum percentage of staff time be charged and billed to individual permit applications.  This policy shifted focus away from the timeliness and quality of customer service and placed more emphasis on creating customer accounts than on completing reviews and issuing permits.  In 2010, DDES rescinded its policy and began re-tooling its systems and business practices to support a shift towards fixed fees in lieu of hourly charges.

In conjunction with the change in policy and fees, DDES implemented the following changes to shorten the time required to screen and accept applications and reach decisions on them: 
· In September 2010, revisions to the over-the-counter permitting ("OTCP") process (1) allowed an expansion of applications eligible for acceptance without a scheduled appointment and issuance on the same-day and (2) modified staff assignments and procedures to support same-day application processing ("PSS").  

· Beginning in April 2011, DDES implemented the pre-submittal services process, whereby customers could initiate (even on a walk-in basis) an informal review of their applications by DDES prior to formal submittal, as opposed to, mandatory pre-application conferences which had to be scheduled.  While this process has accelerated application intake, its impact on permit approval timelines is still being measured.  However, impact on customer satisfaction is already apparent from the customer survey described later in the staff report.

To further improve permit approval timelines, DDES intends to take the following actions starting in 2012:
· Perform lean process review of permit intake and screening processes to identify (1) choke points, (2) steps in the process that are unnecessary or redundant and (3) process steps with excessive cycle time.  

· Assign project leads to each permit application to monitor timelines and take necessary corrective measures.

· Enhance OTCP and PSS to ensure that applications are complete enough to reduce the need for revisions.

· Complete implementation of the Permitting Integration project to (1) improve workflow coordination and records accessibility and (2) allow greater automation of tasks.  

Conversion of Hourly Charges to Fixed Fees

As noted earlier, in 2011, DDES began implementing the reform of its financial processes and fees to shift away from charging by the hour for many services towards the use of fixed fees for most of its permits and services.  As part of that initial reform, fixed fee amounts were calculated based on the hours historically spent by staff processing each type of permit, adjusted for anticipated process changes and efficiencies.  
A second round of reform was conducted (approved by Ordinance 17224 for implementation starting in 2012) wherein DDES continued to analyze cost data and the time spent by its staff on each type of permit to:

· Identify a additional permit types for conversion to fixed fees, and

· Determine if prior-adopted fixed fees are set to accurately recover the cost of permitting.  
This initial report analyzes only data for permit types with fixed fees that became effective under the first round of reforms starting January 1, 2011
.  The findings reflect the following:

· About half (16 of 33) of the permit types in the sample required fewer hours to complete than had been predicted,
· About half (17 of 33) of the permit types required more hours to complete than had been predicted,
· For about one-quarter (8 of 33) of the permit types, the predicted hours and actual hours worked were within +/- 10% of each other,
· For about 55% (18 of 33) of the permit types, the predicted hours and actual hours worked were within +/- 25% of each other, and
· Factoring in the quantity of individual permits within each permit type, 85% (590 of 693) of permits had predicted hours and actual hours worked within +/- 25% of each other. 

There is clearly room for improvement in regards to the goal of better aligning the number of predicted hours with the actual number of hours needed.  Some of the evaluation needed to do achieve that goal was conducted by DDES in their proposed refinements to the current fixed fees and additional conversion to fixed fees approved by council in Ordinance 17224.
In order to continue the effort to better reflect and reduce the cost of permit review, DDES has or will be taking the following additional measures:

· Examining permitting processes to find efficiencies that reduce the staff time required to process permits, especially for permit types where average cost currently appears to exceed fees,
· Monitoring and amassing labor data, and amend agency policies and practices to ensure its accuracy, especially during the transition from MSA to PeopleSoft and to Permitting Integration,
· Reporting to the Council again in September 2012 and annually thereafter, and
· Proposing further fee refinements in 2012, in conjunction with the 2013-14 biennial budget process, that reflect actual cost or reflect anticipated efficiency gains.

Customer Survey Results

In August 2011, DDES deployed a web survey via email to all customers who applied for permits between January and July of this year and for whom DDES had a valid email address.  Customers involved in other types of business with DDES, such as those seeking business licenses, making inquiries, or responding to code enforcement actions, were excluded from the survey.  The survey contained sixteen questions about the quality of various aspects of DDES service, including overall customer satisfaction, the predictability of fees, and operational changes implemented since January 2010. 

In summary, respondents were evenly split on overall satisfaction with the service provided, with 43% reporting satisfaction and 43% reporting dissatisfaction.

The highest satisfaction ratings were for courtesy and professionalism of DDES staff (65%) and for fairness of decisions, fee predictability, accuracy of information about permitting requirements or project status, and timeliness of permit inspection (each above 50%).

The following received ratings of less than 50%: readability of application instruction forms, the accessibility of forms on the DDES web site, the timeliness of DDES response to questions, and the timeliness of permit decisions.  The handling of telephone inquiries received the lowest rating in the survey, with only 32% of respondents reporting satisfaction.

These results were further analyzed to discern the bases of customer satisfaction and the impact of the recent operational changes at DDES.  Analysis of the responses found that:

· Customers were more frequently satisfied when their expectations for approval timelines were met: 93% of the respondents who reported that the approval time was shorter than expected for their permits also reported that they were satisfied with the overall service provided by DDES.  Where approval time matched expectations, 76% of respondents were satisfied.  Where approval time was longer than expected, only 17% of respondents were satisfied. 

· Customers who communicated with DDES primarily by email or in-person at the DDES office were more frequently satisfied (48%) than were customers who primarily used a telephone (34%).

· First-time customers were more frequently satisfied (53%) with the overall quality of service provided by DDES than were repeat customers (37%).

· Customers who submitted applications to DDES via the pre-submittal walk-in review process implemented this year were more frequently satisfied (48%) than those who submitted applications by mail, pre-application conference, or scheduled intake appointment (38%-41%).

Customer satisfaction, as reported by the current-year survey, apparently declined since the 2008 survey for nearly every aspect of DDES services.  The department attributes this systemic decline to several factors within and external to DDES:

· The weak economy, falling land values, and declining development activity.
· The past and current-year surveys consistently indicate that repeat customers are less likely to be satisfied with DDES services than first-time customers and repeat customers, as a proportion of all customers, have increased from 2008 to 2011.

· Since 2007, when severe reductions in force began, the staff assigned to applications and permits has changed repeatedly, impacting continuity of service to DDES customers, especially repeat customers.  Remaining staff have been challenged to assimilate projects mid-review. 

· Unlike past surveys of customers that had received permit approval, the current-year survey was broadened to include customers with applications pending approval and permits under inspection.  NOTE:  The department believes that customer satisfaction materially increases after permit approval, and so broadening the survey audience has systemically lowered the ratings.  For this reason, the current-year survey should be viewed as establishing a new baseline of customer satisfaction ratings.  
To further improve customer satisfaction, DDES intends to take the following actions starting in 2012:

· Continue Lean process streamlining to shorten approval time, such as those to implement (1) infrastructure approval and performance bonding inspection, (2) over-the-counter permit issuance and (3) pre-submittal walk-in review that includes interdepartmental hands off with Environmental Health,

· Relocate offices (currently underway) closer to customers who would prefer to use the pre-submittal walk-in review services,
· Re-organize operations putting a customer service, permit, and records management team at the forefront of the agency,

· Train staff to enhance customer service, such as training to identify the underlying the reasons customers perceive they are unable to be directed, in a timely and satisfactory way, to a subject matter expert capable of responding to their inquiries,
· Implement on-line permit application via the web in 2012, including an on-line fee calculator to estimate permit fees, as part of the Permitting Integration project, and

· Publish process maps or decision diagrams to better inform customers of approval process. 

ANALYSIS
Permit Approval Timelines
The new or revamped application intake and permit issuance processes begun in late 2010 and the second quarter of 2011 appear to have had an overall positive impact on permit approval timelines.  Of the 27 application permit types, for which conclusive results are available, 17 permit types (or 63%) saw significant shortening of timelines.  

However, of the remaining 10 types of permit applications:

· Three show no change, and

· Four show a 1-2 day slowdown from DDES baseline data, and

· Three permit types (agricultural buildings, new single family residences and registered building permit revisions) show slowdowns of 9 or more days.

In analyzing the factors behind the slowdowns of nine or more days, Council staff notes that:

· This result may be due, at least in part, to shifting staff focus to OTCP or other rapid turn-around application types, and 

· A LEAN process review of these permit types would provide insight that can be used to shorten approval timelines.

Also, the Council staff believes that the additional steps proposed by DDES should result in continued improvements to permit review timelines. 

Conversion of Hourly Charges to Fixed Fees
With the Council adoption of Ordinances 16959 and 17224, significant progress has been made in the effort to convert as many permit types as possible from hourly charges to fixed fees. The department's commitment to continue looking into more of such conversions, will serve to improve the overall predictability of costs.

Council staff notes that the planning assumptions used to convert hourly charges for service to fixed fee amounts under Ordinance 16959 were largely accurate, in that 85% of individual permits were completed within +/- 25% of the standard hours assumed to be required by DDES staff to complete their review.  

Customer Survey Results
The customer survey methodology and, according to DDES, the target audience, has differed materially from customer surveys conducted in past years
.  Therefore, the results of the current survey should be viewed as a new baseline for DDES.

That said, the survey ratings (an even split of 43% of respondents were satisfied, 43% unsatisfied, and 14% neutral) are lower than DDES had hoped to obtain.  However, the detailed responses do serve to validate the understanding of the challenges to improve customer service, principally timely permit decisions and responsiveness to customer telephone inquiries.  

Council staff believes that as DDES implements ways to improve permit timelines and responsiveness to inquiries, there will be corresponding shift in the level of customer satisfaction.  

REASONABLENESS
Council staff considers the report to be compliant with the requirements of the proviso and that it would be reasonable for the committee to approve the proposed motion.
ATTACHMENTS

1. Proposed Motion 2011-0408 with attachment (Proviso Response Report, dated September 22, 2011)
� Analysis of the fixed fee conversions authorized by Ordinance 17224 will be conducted and necessary refinements will be proposed in conjunction with the 2013-14 biennial budget process.


� In 2005, 2006 and 2008, DDES hired a consultant to survey customers by telephone, and focused the survey on customers who had completed the permitting process.  In contrast, the current-year survey was conducted via an anonymous electronic questionnaire accessed by respondents at a non-County website.  The current-year survey also differed by soliciting feedback from customers in all stages of permit review and inspection or who had withdrawn applications or cancelled permits.  This choice to broaden the survey group was made in order to capture the impact of the recent operational changes on customer satisfaction.  Comparison of findings between the current-year and past-year surveys is presented below, but must be qualified by the divergence in survey method and customer sample.
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