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During the past decade, there has been a grow
ing trend toward public acquisition of fai I ing 
private transit companies. Many government 
agencies and pub I ic entities have turned to 
transit management companies to run the daily 
operations of their systems. The transit 
management companies offer a range of services 
which include assistance in a number of func
tional areas in transit management. The pur
pose of the study was to examine the organiza
tional structure, the decision making process 
and certain attributes of the organization 
performance for transit systems operated under 
contract management. The study has focused on 
26 transit properties managed by three major 
contract management companies. The study 
showed that management companies mesh into 
three basic types of local organization struc
tures. Each of these types possesses certain 
characteristics. Each management company was 
also found to be more associated with a certain 
type of property and local organization. The 
organization, often, reflected the company's 
own operating philosophy and perspective on 
transit management. Results of the study could 
also be used to look at the merits of contract 
management in situations similar to those 
experienced by the transit industry. 

During the last decade, many cities have been 
faced with the task of taking over ailing bus 
companies, and developing transit plans to provide 
continued and improved service to their communities 
(2,6,8,10,11 ), Rising costs and declining revenues 
continue ta plague private and pub I icly owned tran
sit systems. Publicly owned systems, however, are 
service-oriented rather than rwof i t-deµe11den 1- i:lnd 
enjoy many financial advantages over a private 
company. These advantages include the fol lowing. 

I. Purchase of new buses, faci I ities, and 
capital equipment with 80% federal assistance. 

2. Operating subsidies can be obtained if 
necessary. 

3. Additional sources of funding from federal 
grants, state grants, commercial loans and bond 
issues are avai I able. 
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4. Fuller uti I ization of operating revenues 
because no federal, state, or local taxes, excise 
taxes, franchise taxes or gross receipt taxes are 
required. 

The major difficulty experienced with publ le 
ownership and with the attempt to revive existing 
transit systems has been the lack of qualified 
local government personnel with the necessary knowl
edge and experience in transit operation. The 
shortage of managerial manpower has been a result 
of previous years of decline In the transit indus
try. With the large number of systems being 
rejuvenated through public ownership and government 
subsidy, a large demand for qualified transit man
agement personnel has developed. At the same time, 
the new sphere of operation of a transit system has 
developed a need for a broader set of managerial 
ski I Is than used to be available in the transit 
industry. The operation of a transit system as a 
public enterprise made it necessary for transit 
managers to be more responsive to public demands 
and to the local political system. 

Despite the need for qualified managers, many 
systems found it difficult to support a staff of 
ful I-time managers and specialists. The result was 
that a number of transit systems opted to contract 
management services. The most significant advan
tage of contract management is seen as its abi I ity 
to supply and support the managerial talent needs 
of local transit systems. This talent is supplied 
at the local level, and through nonresident tech
nicians and specialists, to help administer the 
operation of the system. The range of services 
offered by management companies includes areas of 
such diversity as the assistance in developing 
transit pol icy and plans, and the assistance in 
the purchase of spare parts and supplies. 

Services Ottered by Contract Management Companies 

The services ottered by management companies 
could be performed by the resident manager, a 
resident management team, or by the corporate staff 
(separately or jointly), depending upon the needs 
of the property. 

The resident manager and his team are responsi
ble, in general, for the fol lowing services: 



I. Pol icy and Planning: Short range planning, 
coordination with other planning agencies, develop
ment of specifications and bid evaluations of new 
equipment and services, development and recommenda
tions of new routes, route changes, service fre
quencies and traffic operations improvement. 

2. Finance: Operating budget, financial 
statements and statistical reports, money control 
and processing, general accounting, internal audits, 
payrol I, and assistance in preparation of appl ica
tions for state and federal funds. 

3. Marketing and Public Relations: Market 
research and surveys, promotions and public informa
tion, telephone information programs, and adver
tising. 

4. Transportation: Supervision of bus opera
tors, on street supervision, dispatching of equip
ment and manpower, training program for bus opera
tors, safety programs, development of schedules and 
cut runs, compilation and analysis of service param
eters, preparation of I ine-up working I ist for 
operators, preparation of timetables and route maps, 
and charter contracts. 

5. Maintenance: Garage and plant layout, gen
eral shop supervision, equipment repair, bui I ding 
repair, preventive maintenance programs, unit 
repair, and servicing of vehicles. 

6. Personnel and Administration: Employee and 
labor relations (including union contract negotia
tions), recruitment, hiring and discharge of 
employees, insurance and claims, general administra
tion, purchasing of minor equipment and supplies, 
and computer uti I ization. 

The non-resident staff, through direct service 
or assistance to the resident management team, pro
vides some of the fol lowing services: 

I. Planning and Pol icy: Service and route 
planning, research and planning, technical studies, 
and short and long-range planning assistance. 

2. Finance: Budget preparation and analysis, 
fare structures, capital grant applications, fiscal 
control procedures, accounting methods, fleet pur
chases and specifications, money processing and 
control, and audits. 

3. Marketing and Public Relations: Promotional 
techniques, advertising contracts, demonstration 
projects. 

4. Transportation: Leasing contracts, schedule 
making techniques, special charter, school and con
tract services, and rapid transit (such as freeway 
express buses l • 

5. Maintenance: Maintenance procedures and 
programs, shop garage layout and design. 

6. Personnel and Administration: Labor rela
tions, office management and procedures, stores and 
purchasing, and management development programs. 

Study of Cont ract Management 

The role and influence of contract management 
became an Issue due to their Increasing share in 
transit management, and due to the supporting 
efforts of the Federal Government in developing 
mass transportation. The present work was orga
nized as an effort to study a number of local 
transit organizations, to determine the fol lowing. 

I. The types of organizations and organiza
tional characteristics which are commonly found in 
transit management when contract management becomes 
a part of the local organization. 

2. The relationship between management company 
and the characteristics of property which it tends 
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to contract. The prevlous relationship was to be 
examined in I ight of the company's own philosophy 
and perspective on transit management. This objec
tive was to help determine If specialization based 
upon characteristics of the local property is a 
prevai I ing factor in the choice of a management 
company. 

3. The role and contribution of contract manage
ment to the decision making process, and to the 
effectiveness of the system. 

Conduct of t he Study 

An initial survey of a number of transit prop
erties which are managed under contract revealed a 
variety of organizational arrangements to accommo
date the transit system into the existing municipal 
organization. Interviews with transit managers and 
municipal officials indicated that because of the 
newness of transit services to local governments, 
organizational and procedural arrangement tend to 
crystal I ize over a period of time, and are mostly 
influenced by political initiatives and develop
ments at the local scene. 

After examining the organizational structure in 
a sample of transit properties, a general model was 
developed for the organization of a transit system 
when managed under contract. Minor modifications 
were made to the model after the survey was com
pleted. The organization model is based upon 
the common features between different transit 
organizations. Comparison of transit organizations 
and development of a general model were possible 
since al I transit (bus) systems offer similar ser
vice to the commuter and employ, basically, the 
same level of technology in systems operation and 
management. 

Three basic management levels are commonly 
found in a transit (bus) organization according to 
survey, An upper management, a middle management 
and an operating management. Upper and middle 
management are existing pub! le entities such as the 
city council and the pub! ic works department, or an 
authority, board or a commission, specifically 
created to deal with transit decisions. Under con
tract management, the general manager is always, 
and key members of his staff are often, contracted 
from the management company. The non-resident 
corporate staff of the management company provide 
direct assistance to the resident management team. 
They could also provide consultation and staff 
assistance to higher management levels in the 
transit organization. 

Considering the general objectives, method of 
operation and organization structure of a transit 
system, an overal I decision process was constitu
ted and verified in interviews with a sample of 
transit managers and transit public officials. The 
decision process includes a fixed set of decisions 
which are commonly used in the planning, operation 
and control of a typical transit system. The deci
sions were categorized by functional area, and 
decisions commonly requiring more than one step 
were recognized at three levels of completion (ini
tiation, review and final). Initiation decisions 
are considered to be those which are necessary to 
raise an issue or introduce the need for and help 
formulate a decision. Review decisions are those 
recommending, advising against or helping modify a 
decision so that it would be acceptable. Final 
decisions are those accepting or rejecting a pre
formulated decision. The previous steps are con
sidered to be typical of the decision process in a 
municipal organization. 
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The previous work provided the foundation for 
the development of a survey questionnaire, 
which was used as the principal instrument in the 
study. In addition to the survey questionnaire a 
number of interviews were conducted with transit 
managers and transit public officials in a sample 
of properties representing various characteristics 
of service areas and various management companies. 
An attempt was also made to develop a profile for 
each of the three management companies under study. 
These companies were found to dominate the transit 
management field. This was accomplished by review
ing the companies' own I iterature, and by inter
viewing key operating officers and executives at 
each company. 

Survey Instrument and Method 

The survey instrument,organized stepwise, exam
ines the role played by different organizational 
units, transit managers and public officials in 
making the decisions required to carry out the 
managerial duties in a transit system. The deci
sions are grouped by functional area and are 
arranged within each group to reveal the decision 
steps and participants when more than one step is 
expected. The questionnaire was designed and 
tested in cooperation with the management of one of 
the participating systems. An emphasis was placed 
on making the language of the instrument short, 
and easily understandable by property managers and 
transit pub! ic officials. 

Survey Method 

The survey questionnaire was sent to the man
agers of a number of transit properties that were 
managed under contract. Since in many cases the 
decision process was not wel I developed and docu
mented, transit managers were requested to construct 
the present table of organization first and then to 
attempt identifying the organizational units or 
persons responsible for making various decisions. 
A sample transit organization chart was forewarded 
for reference purposes. Avai I able objective per
formance data such as ridership, cost, revenue and 
capital improvement, since public takeover, was also 
requested. In addition, a short questionnaire was 
directed to the principal public official respon
sible for the transit system. 

'A sample of the previous properties was select
ed for interviews. In these properties, interview 
questions were directed to the local transit man
ager and the principal public official responsible 
for the transit system. The survey questionnaire 
was used as a basis for the interview, except that 
in this case, after guaranteeing confidentiality, 
managers were asked to comment on the quality of 
communication and cooperation in the decision pro
cess. Responses were unstructured and are on I y 
used in a qualitative form in this research. 

Results of the Survey 

Twenty-six transit properties, representing a 
cross section of those managed under contract, 
responded to the survey. Most of these properties 
have been under contract for at least two years. 
The decision data obtained from the questionnaire 
was coded and superimposed on the organization 
chart. 

Types of Organization in a Contract Managed System 

A close examination of the organization struc
ture of al I the properties surveyed revealed three 
types of transit organizations. They are coded as 
Types I , I I and I I I . Type I is identified by an 
upper and middle management which are existing 
government entities (city counci I as upper manage
ment and public works department as a middle man
agement). Type I I is identified by an upper man
agement which is an existing government entity, 
while middle management is a special government 
entity (authority, board or commission) created to 
handle the middle management functions in a transit 
organization. Type I I I is found when both upper 
and middle management are special purpose public 
entities created to handle transit decisions. 

Measurement of Organizational Effectiveness and 
the Decision Making Process 

Effectiveness has to do with the measurement of 
results in relation to the resources expended to 
achieve them. The question of organizational 
effectiveness is a complex and multifaceted one. 
In the case of public transportation, the basic 
purpose is to provide transport services to the 
public at a reasonable cost. Service could be 
measured in terms of such factors as headways, 
route miles, bus hours, rel iabi I ity of bus schedule 
and adequacy of pub I ic information. On the cost 
side a number of cost factors such as drivers' 
wages, maintenance and fuel cost constitute the 
bulk of the operating expenses. Under normal cir
cumstances the prev lous data wou Id be usefu I in 
evaluating the ultimate organizational effective
ness. However, an attempt to use the previous data 
in evaluating organizational effectiveness ran into 
many difficulties because of the variance in method 
of reporting, and the difference between operating 
circumstances of various properties. 

Although most transit managers felt that ser
vice and cost performance would provide useful 
input in determining organizational effectiveness, 
if the variance in circumstances between properties 
could be factored out, they, however, had serious 
reservations about the validity of the approach at 
the time of the study. Most felt that transit 
management is stil I struggling with the help of 
federal and local subsidies to reverse the decl in
ing trend of the past decade, and that the circum
stances under which mass transit is being revived 
have imposed new social responsibi I ities on the 
system which in. most cases resulted in a higher 
operating cost. Most transit managers felt that 
the primary concern should be the qua I ity of organ
izational performance in terms of "decision making 
abi I ity" during the present transition period. 
Transit was conceived by most as being revived in a 
fairly dynamic environment, constituted by height
ened expectations on the part of the commuting 
public and transit labor, while facing a shrinkage 
of tax dollars available to support the system. 
Most of the transit managers interviewed (majority 
have years of experience in the private transit 
sector) have indicated that the main problems fac
ing them are the long I ines of communication and 
delays in decision making which are symptomatic of 
local government, as wel I as, the vulnerabi I ity of 
their organizations to unjustified political inter
vention. The same note was echoed by public 
officials who interface with the transit system and 
take on the responsibl I lty to expedite the deci
sion process. 



Organization Attributes Indices 

Focusing on organization structure, the decision 
making process, as wel I as, their impact on perfor
mance (I ,3,4), and considering the special case of 
a contract managed transit organization, a number of 
indices were developed to reveal the characteris
tics of the organization and decision making pro
cess. The purpose of the indices was to provide an 
organization-decision making profile that could be 
used to evaluate contract management. Emphasis was 
placed on simplicity of definition, ease of inter
pretation and on inter-property comparison of these 
indices. In general, standard measures of organi
zational characteristics do not exist. A useful 
attempt at standardization has been made by Price 
(7). Evidence of persisting difficulty of measure
ment, however, is still apparent (9, p. 10-26 and 
5, p. 686-704). -
- The organization attribute indices are described 
in the to I I owing. 

Organizational Centralization Index (Cl I). 

(Cl I) =~ Number of Final Decisions Made at 
LLevel (i) X Weight Assigned to 

Level ( i) (I l 

All Final Decisions Assigned to Level (i) 

Weig ht Assigned to Leve I ( i) I For the Operating 
Management Level , = 2 For the next higher level, 
••. and so on. Maximum i = 5. 

This Index reflects the degree to which final 
decisions are elevated in the organizational hier
archy above the resident manage r. The weighting 
factor of each decision increases, as the decision 
is made at a higher level in the organization. 
This index, therefore, represents the degree of 
centralization as it is felt by the transit operat
ing manager. It does also reflect the number of 
levels in the organization. 

Upper Management Centralization Index (C12l . 

Number of Final Decisions Made at 
(Cl 2) =the Top Leve l of the Organizat ion (2 ) 

Total Number of Final Decisions 

This index reflects the degree of concentration 
of final decision authority at the top level of the 
organization. 

Operations Autonomy Index COAll. 

COAi l = 

Number of Final Decisions Made 
by Operations Management at 
the Transit Property 
Tota l Number of Fina l Decisions 

This index reflects the degree of autonomy 
enjoyed by operating management at the transit 
property. The resident manager heads the opera
tions management group. 

Management Company Autonomy Index (MCAI ). 

(MCAI l 

Number of Final Decisions Made 
by Operations Management includ
ing the Management Company's 
Home Office 
Total Number of Final Decisions 

(3) 

(4) 

This index ref Jects the degree of autonomy 
enjoyed by the management company as a whole, and 
includes decisions which are made at the transit 
property and at the management company's home 
office. This index reflects the degree to which 
the management company could directly influence 
the local transit system. 

Management Company Participation Index (MCPI ). 

Number of Al I Types of Decisions 
Made by Operations Management 
Including the Home Office (ini
tiative, Review and Final 
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(MCPI) = ..::.D..::.e..::.c-'-i;:;.s""io:;..;n""s""')'------------
Total Number of Final Decisions 

(5) 

This index reflects the degree of total parti
cipation of management company in the management of 
a local transit system. This index is sensitive to 
the share of the management company in al I types of 
decisions made (Initiate, Review and Final Deci
sions). It is also sensitive to the number of 
intermediate decisions per final decision. The 
index, therefore, reflects the tendency of transit 
system's management to take advantage of the avai 1-
able expertise at the management company, and to 
accept the initiation and review of more decisions 
by contract management. 

Decision Steps (OS) . 

CDSl 

Total Number of Al I Decisions 
(Initiate, Review 

or Final Decisions) 
Total Number of Final Decisions 

(6) 

This index reflects the degree of complexity 
existent in the decision process. Complexity 
results from the increase in the sources of deci
sion initiation and review steps. A higher value 
of CDS) would indicate greater steps in decision 
review, while a lower CDS) would indicate simple 
review or direct decision making. 

While other indices could be devised to iden
tify the organization and decision making charact
eristics of a transit organization, the previous 
ones were felt to be the most meaningful in evalu
ating a transit organization when contract manage
ment is included. No attempt was made, at this 
stage, to take the relative weight of a decision 
into account. 

Statement and Discussion of Results 

The previous organization attributes indices 
were derived for the 26 responding properties. 
This was accomplished by computing the various 
number of decisions on a coded decision process for 
each system. A study of correlation between organi
zation indices and variables was used to examine 
general relationships for transit organizations. In 
addition, analysis of variance was conducted to 
determine the effect of organization type and man
agement company. The previous findings were 
examined in 1 ight of the survey data. 

The results obtained from analysis of the data 
indicated that the type of organi zation , number of 
administrative levels and management company are 
the three major factors which have an influence on 
the transit organizational performance. The influ
ence of these factors is discussed in the following. 
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Type of Organization 

Three types of organizations have been identi
fied in the organizations surveyed, as have been 
defined before. The characteristics of these types 
of organizations are described in Table 1. 

Number of Administrative Levels 

A study of the correlation between al I the 
organizational variables, Table 4, reveals that the 
number of administrative levels (LEVELS) has a 
dominant influence on the transit organization. 
This was evidenced by the high correlation between 
(LEVELS) and (Clll, CCl2), COAi), (MCAil and CDS). 

Organizations having large number of admini
strative levels, as wel I as those with only few 
levels were found to exhibit a higher degree of 
centralization, than those with an intermediate 
number of levels. This is evidenced by the signi
ficant positive correlation between the number of 
administrative levels and CCI I), and the signifi
cant negative correlation between the number of 
administrative levels and CCl2). 

The high degree of centralization associated 
with the large number of administrative levels 
manifests itself by pul I ing more final decisions to 
the middle levels of the organization (Middle 
Management), thus reducing the number of final 
decisions made by both top and operating management. 
Organizations having a large number of administra
tive levels exhibited lower degree of operations 
management autonomy, lower degree of management 
company autonomy and a notable increase in the 
number of intermediate steps to make a final deci
sion. 

The high degree of centralization associated 
with a smal I number of administrative levels was 
found to result from a larger proportion of the 
final decisions being made by upper management. 
This type of central izatlon was not correlated with 
other organization attribute indices. The results, 
therefore, indicate that in the case of an organi
zation with few administrative levels, top manage
ment has a more active role in decision making, 
since middle management is relatively smal I in 
size. The top management involvement, however, did 
not seem to hamper operating management or manage
ment company autonomy. 

Management Companies 

The interest in the study was focused on the 
three major contract management companies which 
dominate the transit contract management market; 
for anonymity purposes, these companies wi I I be 
referred to as A, Band C. In general the three 
companies offer similar management services to 
cities and municipalities. Typical contract manage
ment services have been described before. Operating 
philosophy and perspective on transit management of 
each company was determined from various sources. 
Company's literature was examined at firs~. this 
was fol lowed by interviewing company's operating 
executives and transit officials In systems man
aged by the company. 

Although management companies including the 
ones surveyed compete actively for management con
tracts with transit properties of al I types and 
sizes, the analysis of organization attribute data 
has revealed that each company tends to gravitate 
towards properties and organizations with certain 
characteristics. These characteristics were found 
to mesh wel I with the operating philosophy and 

perspective on transit management of the management 
company. These findings substantiate the assertion 
that a major fuctor in selecting a management com
pany is its conceived abi I ity to mesh with the 
local organization. Profiles of the three major 
management companies and characteristics of the 
properties which they tend to contract are describ
ed in Table 2. 

Role and Contribution of Contract Management 

The analysis of decisions made, or participated 
in, by contract management in the organizations 
surveyed has indicated that contract management 
handles most of the operating and short-term plan
ning, decisions, as wel I as advise and assist in 
the hand I i ng of I ong-range p Ianni ng and financing 
decisions. The overal I quantitative participation 
of contract management in the decision process has 
been discussed before, the qualitative influence of 
contract management has been determined in a sample 
interview and survey of the transit public off i
cials in the properties under study. In general 
the survey results revealed enthusiastic support 
for contract management arrangements. The extreme-
1 y high contract renewal rate (close to 100%) is 
indicative of the value of contracted personnel and 
services. Advantages of contract management con
sidered by public officials as most important 
include: 

a. Relieving the public entity from the burden 
of operating problems, leaving them free to concen
trate on long-range planning and government respon
sibi I ities. 

b. The management company brings to the opera
tion the expertise and know-how accumulated from 
years of experience, including extensive experience 
in the negotiation of labor contracts and public 
takeover. 

c. A management company can supply technical 
staff support for special situations and as a back 
up for the resident management team without requir
ing the retention of these personnel on a ful I-time 
basis. 

d. A management company can provide procedures 
and techniques proven in other operations and the 
benefits of intra-group exchange of ideas with 
regard to operating problems common to the 
industry. 

e. Contract management is also considered by 
public officials to be more objective in its man
agement and operations approach, than would be 
appointed public management. 

Conclusions 

Results of the previous work show that the 
transit organization and the decision making pro
cess are dependent upon the size of the service 
area. The graduation in service area size tends 
to be associated with the emergence of three types 
of organizations, Types I, I I and I I I. At the 
smal I service area end of the scale an existing 
government agency oversees the system, while at the 
other end of the scale an authority, a commission 
or a board is created to undertake complete respon
sibi I ity for the transit system. The organization 
type, as wel I as the management company involved in 
contract management, were found to be associated 
with exhibited organizational characteristics. 
This association appears to result in part from the 
management company selection process, which 



Table 1. Organization type and characteristics under contract management. 

ORGANIZATION 

TYPE I ( GOl/T> 

Upper and middle management are 
existing government entities 
(city council and department of 
pub I ic works as an example). 

TYPE II (GOVT/AUTH) 

Upper management is an exist
ing government entity, while 
middle management is a speciai 
government entity, created to 
handle the middle management 
functions in the transit 
organization. 

TYPE 111 CAUTHl 

Upper and middle management (when) 
middle management exists) are 
special pub I ic entities, created 
to handle the upper and middle 
management functions in the transit 
organization. 

ROLE OF TRANSIT Transit is developed to service 
a I lmited Industrial sector and 
central business district. 
Other services include trans
portation for local schools. 

Transit is developed to provide 
access to a major central busi
ness district, industrial parks 
and shopping centers. Emphasis 
on the role of transit in pro
viding mobility and access to 
work and shopping. 

ORGANIZATION 
AND SERVICE 
AREA ATIRIBUTES 

ORGANIZATION 
PROFILE 

Attributes Conmen to The Three Types of Organizations: 

The three types of organizations demonstrated similar degrees of autonomy to operating management 
COAi) and to the management company ~s a whole CMCAI). The decision for contract management 
include mostly routine operating and short range planning decisions. The three types of organiza
tions also exhibited a comparable number of Intermediate decision steps In arriving at a final 
dee Is ion CDS). 

Population of Service Area: 

The organization type was found to depend upon the population of the service area. Average 
population for each of the organization types is given below. 

247 ,667 346, I I I 704, 545 

Number of Admini st rative Levels: 

Number of administrative levels CLEl/ELS) were found to be higher in organizations Type I and 
Type I I In comparison with Type I I I. 

Degree of Decision Central lzatlon: 

Organizations Type I and I I I showed a higher degree of upper management central lzation of 
decision making CCl2) than in the case of Type I I. 
Organizations Type I and I I showed a higher degree of organizational central izatlon CCI I) in 
comparison to Type I II. 

Management Company Participation: 

A higher degree of management company participation in local transit decisions CMCPI) was 
found in the case of Type I and Type I I I organizations, as compared to Type I I. 

Transit organization is part of Organization Type I I ls an Organization is totally devoted 
the existing municipal organi- attempt to recognize the impor- to transit services. Despite 
zatlon. Transit services are tance of transit services to the small number of administra-
considered In the same order the community by creating a tive levels, organization is 
as other municipal services. middle management entity to flat at the top and the decision 
Organization has a large num- handle transit decisions. The process ls participative. It has 
ber of administrative levels total organization has a rela- a low degree of organizational 
and decisions are more cen- tively large number of admin- decision centralization, with 
tral ized. Transit decisions istrative levels. Results show more decisions centralized at the 
tend to queue in with other that more decisions are drawn top level of the organization. 
municipal decisions. to the middle levels of the This type of organization al lows 

Organization structure and 
decision process tend to 
favor a balanced view of 
transit and other municipal 
services. 

organization. As a whole a a higher degree of autonomy to 
similar degree of organlza- operating management and invites 
tional decision central lzation, more participation of the manage
as in Type I, exists, while top ment company in the decision 
management is less Involved in process. 
decision making. Middle man-
agement also reduces the man
agement company involvement in 
the local transit decisions. 

19 
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Table 2. Mllnagement company and associated organizational characteristics. 

OPERATING 
PHILOSOPHY AND 
PERSPECTIVE ON 
TRANSIT 
MANAGEMENT 

ORGANIZATION 
ANO SERVICE 
AREA ATTRIBUTES 

ORGANIZATION 
PROFILE 

COMPANY A 

Subsidiary of a Large Corpor
ation 

Beside the general management 
services, the company offers 
contracting properties the 
oppertunlty to join a 
national contract for the 
purchase of Insurance, 
equipment, replacement parts, 
fuel and tires. 

Operating decisions are gener
a 11 y hand I ed by the resident 
management team. In many cases 
budget preparation, planning 
recommendations are studied 
and prepared at the home 
office. 

Company considers smal I cities 
to be more pragmatic In their 
transit development, by wait
ing for the demand to materi
al lze before additional ser
vices and capltal Investment 
are made. 

Company views the most effec
tive way to manage a transit 
system Is through a politl
cally Independent board of 
authority which has a taxing 
power. 

Company views pub I le manage
ment of larger transit systems 
as a trend due to the tendency 
to expand the municipal bureau
cracy. 

COMPANY B 

Subsidiary of a Diversified 
Transportation Corporation 

Operating decisions are gen
erally handled exclusively by 
the resident management team. 

Company demonstrated consider
able flexibll lty as to whether 
other contracted services wll I 
be performed by the resident 
management team, the ho!ne office 
staff or a combination of both. 

Company advocates the need for 
operating a transit system on 
a balanced budget. Large oper
ating subsidies are looked at 
as a way to turn the pub I le 
against the system. 

Company views the tendency 
towards Increasing the number 
of administrative levels 
between operating management 
and final decision makers as 
resulting In lengthening the 
lines of communications, re
tarding the decision process 
and making the system less 
responsive to the needs of 
the pub I ic. 

Attributes Canmon to Organizations with a Contract Management: 

COMPANY C 

Independent Corporation 

Al I top managers and many 
middle managers share the 
ownership of the company. 

Company bel I eves in the Impor
tance of providing a strong 
resident management team which 
meshes with the local organiza
tion and receives consulting 
advice only from the home 
off ice. 

High degree of communication 
between resident managers and 
between resident managers and 
the home office staff Is en
couraged. 

Company encourages city employ
ed transit personnel to further 
their formal education. 

Company·bel ieves In the Impor
tance of having fewer admini
strative levels between the 
pol icy making body and opera
tions management. 

Company values the Importance 
of a sound demand analysis and 
marketing program for transit 
services, 

Organizations managed by the three management companies did not show a slgnlf lcant difference 
In upper management central lzatlon of decision making CCl2l, In management company autonomy 
<MCAil and In companys' participation in the decision process CMCPll. The same situation was 
found In the number of Intermediate decision steps required for arriving at a final decision CDS). 

Population of Service Area: 

Population of the service area which might be considered as an indicator of the transit market 
was found to vary slgnlficantly with the management company. The average service area popula
tion for the three companies Is given below: 

143, 143 405,500 685,846 

Number of Administrative Levels: 

The number of administrative levels (LEVELS) was found to be largest with Comapny A (average 
of 4.0), smallest with Company C (average of 2.62) and had an Intermediate value for Company 
B (average of 3.33). 

Degree of Decision Central izatlon: 

Organizations associated with Company A were found to exhibit the highest degree of organlza
tional decision central lzatlon CCI I), those associated with Company C were found to have the 
lowest, whlle organizations associated with Company B have held an intermediate level. 

Opernt Ions Management Autonomy: 

Properties managed by Companies Band C exhibited similar degrees of operations management 
autonomy COAi), while those managed by Company A had a significantly lower value. This could 
be partly explained by the closer Involvement of the home office In local transit decisions, 
In the case of Company A. 

Hlerlcal 
Many administrative levels 
Organizational decision 
central izatlon 
More decisions are handled 
by the home office. 

Few administrative levels 
More decisions made by 
upper management (decision 
process Is participative) 
More decisions are made on 
the scene, by operating 
management. 



indicates that transit properties tend to contract 
companies who have a demonstrated experience in 
interfacing with a similar operating environment. 

Considering the national effort by the federal 
government to revive mass transportation, private 
management companies seem to be able to ti I I the 
gap in the depleted transit management ranks and 
hence provide opportunity for a greater number of 
communities to benefit from such federal programs. 
Contract management in the transit industry repre
sents a good case where private enterprise has 
been able to interface and play an active role in 
the bureaucratic government environment. Although 
it is too early to judge the overal I effectiveness 
of contract management, it is reasonable to con
clude that many smal I communities would have been 
without transit services had contract management 
services not been avai I able. The effectiveness of 
contract management in the long run would depend 
upon their ability to make the necessary adjust
ments for the transition from the initial building
up period to the long-term maintenance stage. 
Judging by the results obtained so far, the chances 
of making the adjustment seems to be good. 

The present study of contract management was to 
some degree influenced by the present state of 
development in the transit industry. The lack of 
comparative objective performance data has I imited 
system evaluation to more subjective measures of 
performance. Future research should make another 
attempt at the use of objective performance data 
in the study of the effectiveness of different 
types of organizations and management companies. 
An attempt should also be made to compare contract 
managed transit systems to those managed by pub I ic 
organizations. 
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