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Ordinance 18001, Section 3 includes a proviso to study organizational options for the County’s transit function:

By July 1, 2016, the executive shall file a report detailing the costs, financial and county code changes, operational issues, and a timeline of council decisions necessary to transition the transit division from a subordinate division within the department of transportation to an executive department responsible for the operating and capital investments necessary to deliver King County's metropolitan public transportation function by January 1, 2017.  The report shall be filed in the form of an original and electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council's chief of staff and policy staff director and the lead staff for the committee of the whole, or its successor.

In response, the County Executive convened discussions among staff from the Department of Transportation, the Human Resources Division of the Department of Executive Services, and the Office of Performance, Strategy and Budget. 

Summarized in this report are the results of those discussions: the advantages and disadvantages of a separate Transit Department; what to do with the remainder of the Department of Transportation (DOT); and efficiencies gained with the existing organization. This report concludes with the Executive’s recommendation, which considers the lack of staff resources at this time to carry out a major reorganization. 

Creating a separate Transit Department

The idea of creating a separate Transit Department has been discussed periodically since the 1994 King County-Metro merger, for several reasons: Transit is the single largest function of King County government and has the largest budget and the most employees. It is the County’s most-used service and the most visible public-facing service. Senior employees often bring up the memory of working for Metro when it was a separate government. 

The discussions in response to this proviso identified the following potential benefits of a separate Transit Department:

· Providing greater visibility for the function within the County’s organizational structure.
· Making the Metro Transit General Manager a direct report to the County Executive.
· Creating a fully integrated Metro Transit organization by bringing in functions currently housed in the DOT Director’s Office, such as public information and grants management.
· Making the General Manager position more attractive to external candidates by elevating it within the organizational structure.

The discussions in response to this proviso identified the following potential disadvantages of creating a separate department:

· Duplication of strategic and administrative services and loss of economies of scale in the functions provided by the DOT Director’s Office, such as government relations, grants management, strategic communications and media relations, and community relations.
· The Metro General Manager is a position that is confirmed by the Council and a member of the Executive’s Cabinet, thereby achieving the goal of elevating the priority Transit receives in the development of Executive policy. 
· The County is embarking on a recruitment effort for a permanent General Manager of an ongoing division, not for the head of a new Department who would be faced with the immediate challenge of leading a significant reorganization. 
· Reduction of the County’s effectiveness and leadership in regional, state and federal transportation planning and policy forums, potentially resulting in a loss of influence and grant revenues.
· The hidden transaction costs of reorganization, which are often underestimated and are rarely quantified, but are usually significant. These costs include: space reconfigurations and relocations, staff time and financial resources to change a variety of policies and reconfigure financial systems, and the impacts to the morale of potentially affected employees who are made uncertain about their future. The transitional effects of reorganization can last for years.

What to do with the remainder of DOT

One important consequence of removing Metro Transit from the Department of Transportation is deciding how to manage the remaining functions of the department. The discussions in response to this proviso identified two basic options:

· Maintaining a Department of Transportation. In this option, the Marine Division would likely become part of the new Transit Department because it is a public transportation function. DOT would be left with Road Services, the Airport, and Fleet Services. While this option is the simplest and would cause the least disruption, it would result in duplication of administrative functions between DOT and the new Transit Department.
· Creating an Unincorporated Services Department. In this option, the Road Services Division would become the core of a new department focusing on services to the unincorporated areas. This new department would include the existing Department of Permitting and Environmental Review and such other functions as the surface water management utility currently housed in the Department of Natural Resources and Parks. This structure would create a clear focus on many of the County’s local services in the unincorporated areas. However, the reorganization would become extremely disruptive and would require major changes in management, staffing, office space, and financial structures. It would require careful planning and at least one year of lead time. 

In this option, the Airport and Fleet Services Divisions would also need to be moved to another department, most likely the Department of Executive Services, and Marine would join the separate Transit Department.

Current organization: efficiencies from central provision of services

Transit became part of the Department of Transportation when the Municipality of Metropolitan Seattle (Metro) was merged into King County government, Today, DOT includes six organizational units: the DOT Director’s Office, which supports the divisions of Metro Transit, Road Services, Marine, Airport, and Fleet Services. The Director’s Office provides a wide variety of services to each of the operating divisions. These include management and financial oversight; strategic communications and public information; human resources and labor relations management; regional transportation planning and grants management; government relations; information technology; and emergency preparedness. The Director’s Office also supports countywide policy initiatives related to climate change, employee engagement, and equity and social justice.

This organizational structure creates several efficiencies. It promotes a holistic approach to management by housing all public transportation modes in the same organization. Central provision of services by the Director’s Office largely eliminates redundancy of services that cut across all divisions, so that divisions need not maintain their own full-time staffs or hire consultants to duplicate the same work. Leadership from the Director’s Office has established the department as a central player in regional forums where decisions are made about transportation policy, projects and funding. Central provision of community outreach has paved the way for thoughtful implementation of transit service changes and road construction projects. Central provision of strategic communications and media relations has made information about the department’s transportation services widely available in the news media and social media, while enabling the same staff to serve different divisions as the needs arise – for example, publicizing ORCA Lift when that program was rolled out, then shifting to support the Marine Division during closure of the Alaskan Way Viaduct.

One specific advantage to central provision of services relates to grants management. The Grants Administration and Management Unit serves all divisions within DOT with grant development/acquisition, grants administration, audits, billing and reporting. While the level of support to each of the five divisions varies according to need, most of the effort is focused on the Metro Transit division, which receives the most grants. The close working relationship between DOT Government Relations staff and the Grants Unit has proven to be of benefit to the development of funding strategies, the influencing of regional policies and procedures and federal and state legislation, and the creation of partnerships with other public and private entities. From 2009 to 2015, this close partnership between the Grants Unit and DOT Government Relations staff has secured hundreds of millions of dollars for the divisions to purchase buses, build roads and bridges, upgrade airport runways, and undertake ferry projects. These include over $37 million for the Road Services Division; more than $660 million for the Transit Division; and more than $16 million for ferry projects. Included in these totals are:


· $19 million for the Roads Division’s South Park Bridge project;
· $41 million of state funding for Transit projects;
· $74 million for Transit, Roads and Marine projects from the American Recovery and Reinvestment Act;
· More than $10 million for the Marine Division’s two new passenger-only ferry boats; and
· Nearly $90 million to Transit for implementation of the RapidRide Lines.

Recommendation

While the idea of creating a separate Transit Department is discussed periodically, it may not be the most efficient way to organize all various transportation functions in King County while maintaining a high level of service. Additionally, DOT and the Metro Transit Division do not have the staff capacity to handle a reorganization at this time. Metro Transit is currently involved in executing several major initiatives, including several collaborative efforts adopted or requested by the Council, including:

· Developing and implementing METRO CONNECTS, our new long-range plan for providing transit service that meets the needs of the future; 
· Integrating Metro and Sound Transit planning and operations;
· Transitioning to new Transit leadership;
· Developing new fund management policies that can provide stronger fiscal controls;
· Planning for operations once the Alaskan Way Viaduct is closed and no further revenue for service is provided by the State;
· Developing new alternative transit services for underserved communities; and
· Developing the 2017/2018 budget, which will involve complex interactions among service improvements, safety programs, and capital investments.

In addition, determining what to do with the remaining functions of DOT would also be disruptive. As noted above, while creating a department to focus on unincorporated-area services has an initial appeal, the agencies that would be involved are those with the least amount of administrative resources, as a result of budget reductions needed over the last 15 years, leaving them with no staff capacity to plan for and manage such a reorganization.

After careful consideration, the County Executive recommends maintaining the existing organizational structure for Metro Transit at this time. If the Council continues to have interest in a standalone Transit Department, the Executive recommends conducting a more detailed analysis in the years 2017 and 2018, when DOT and Metro Transit will have completed many of the existing planning and budgeting processes that are now underway, and will have the staff capacity needed to conduct a more detailed analysis of options and transition plans without detracting from service to customers.
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