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Fostering Exchange With Local Gover nments:
New York State Department of Transportation
Region 7 Office of the Regional M aintenance Engineer*

Overview

In the early 1990s the Region 7 office of the New Y ork State Department of Transportation
entered into service agreements with two loca governmentsin the region. One of these
opportunities for cooperation was initiated by the loca government. The regiona maintenance
engineer was involved in bringing each of these opportunities to a sgned agreement. In the
process NY SDOT’ s Regiond Director communicated his support for this kind of cooperation.
The regiond office took initiative to develop some standard agreement language for such
exchange agreements, didtributed it to NY SDOT county resident engineersin the region and
expressed adminigtrative support for agreements that led to cost savings or improved service
ddivery. Thisresponse and initiative by the regiona office communicated an openness by

NY SDOT to working with loca governmentsin the region. Asaresult over adozen such
continuing service agreements have been signed between NY SDOT and aloca government in
Region 7. All but one of these agreements are “barter” agreementsin which services or
materids are exchanged with no money exchanged. In addition avariety of more limited sharing
agreements have taken place in the region between NY SDOT resident engineers and local
government highway departments.

| mportance

Most of NY SDOT’s 11 regiond offices contract with some local governments for snow and ice
remova on state owned road mileage. In asmilar manner, there are numerous contracts for
arterid maintenance between NY SDOT regiond offices and citieswith state arterid mileage
within their boundaries. In many of these regions, NYSDOT resident

! Thisis one of six case study reports prepared under contract with the New Y ork State Department of
Transportation (NY SDOT). The report isintended to be useful for: relevant NY SDOT staff, local
government officials and those who staff and advise local highway departments. A list of all project reports
isat the end of thisreport. This case study isbased largely on asingle interview with the New Y ork State
DOT Regiona Maintenance Engineer. Asaresult the report does not attempt to draw conclusions based
on evidence confirmed from several sourcesbut reports information gained through the interview. Other
case studiesin this seriesinvolved numerous interviews and document collection that enabled
corroboration of information and permitted conclusions or findings about key study concepts and
guestions. A draft of thisreport was reviewed for general content and accuracy by an involved NY SDOT
staff person.



engineers arrange to share equipment and work cooperatively with loca governments on
various projects in the involved jurisdictions?

The cooperdive activity in NSYDOT Region 7 isdistinct and important in two respects. By
focusing on barter arrangements that exchange only materia or services (e.g., equipment use,
sdt sorage and loading, or kill -- like paving crews) NY SDOT saff have been ableto
increase the volume of useful exchange with loca governments without becoming encumbered in
the long processthat is required for gpproval of agreements when state money changes hands.

It issmilar to the level and kind of cooperative activity among loca government highway
officids. Thisactivity, that DOT resdent engineersin Region 7 are engaging in, isexemplary of
anew levd of cooperation by NY SDOT. If thiskind of activity were encourage throughout the
Stae sregionsit may have the potentid to grestly improve the operation of the highway
maintenance system in New Y ork State.

The state’' s road system is aweb of state, county, town, village and city road mileage (see
Figure 1, below). The state and local governments are dl mgor playersin helping work
together as efficiently as possble to maintain thisinter-related road network to ease the
trangportation of people and goods and promote economic hedth in New Y ork.

2 For example NY SDOT Region 1, headquartered in Albany, reported a number of sharing arrangement
comparableto thosein Region 7. In Albany County NY SDOT has a maintenance facility in the Town of
Colonie. Thisfacility developed problems with leaking underground storage tanks. A cleanup was required
and anew fuel facility. Thetown of Colonie had recently installed a new fueling facility for their vehicles
about one mile from the NY SDOT site. NY SDOT was able to contract with the Town for fuel. This saved
NY SDOT the capital coststo construct their own facility. Thiswas consummated with awritten agreement
on aone year pilot basis that has since been continued. Second, the NY SDOT Traffic Control Group in
Region 1 has an agreement with the Town of Colonie. DOT maintains Colonie’s 25-30 traffic signalsin
exchange for highway signs made by Colonie.

A number of other smaller agreements between NY SDOT and county or town maintenance groups in Region
1 wereaso noted. In Warren County the Town of Lake George houses snow plow equipment for the state
in exchange for salt. The Town of North Creek does some facility and equipment sharing with the state.
Albany County helps state trucks reload in exchange for salt. Warren County uses one of the state’s salt
storage facilitiesin exchange for other services.



Figurel
Centerline Highway Mileage Maintained by New York State
and L ocal Governments, 1995*

Government Type Centerline Highway Mileage Percent of Total
Town 57,084.86 51%
Village 6,237.76 6%
City 11,864.23 11%
County 20,387.38 18%
State 16,486.38 15%
Total 112,060.61 100%

*Source: The mileage figuresin this table were taken from Table 1, page 1 of the “1995 Highway
Mileage Report for New York State.” Published by the New Y ork State Department of
Transportation, Data Services Bureau.

History

In 1990 the Pamelia Town highway superintendent approached the DOT Region 7 maintenance
engineer about goring sdt in a Region 7 sdt storage facility. He wanted to use more salt on
town roads but the town did not own an adequate storage facility. Region 7 DOT needed to
regularly replenish sdt at adistant single truck garage with salt sorage and had limited patrol or
crew trucks available to replenish the Ste. Through aformal agreement the regiond
maintenance engineer arranged for the state to trade sdt storage near the town’ s Sitein
exchange for town hauling of sdt to the remote Ste usng larger town trucks that wereidlein the
winter. Because of this trade the town was able to use more salt without the expense of anew
sdt storage facility and the state greetly reduced the cost of replenishing its remote facility with
st

Two or three years later DOT’ s underground fud tanks at their Lowville facility Started to fal.
Up-to-date dectronicaly managed replacement systems for these tanks cost in the order of
$200,000. Lewis County had just built anew fuding facility approximately one mile away from
the DOT dite on the sameroad. The Regiona Maintenance Engineer contacted the county
highway superintendent about the possihility of using the new county facility. The county
superintendent wel comed the opportunity. After Signing an agreement the State began fuding at
the new county facility and the state avoided the capitd costs of building anew one only amile
away. It took about 18 months to complete an approved, signed agreement which involved
date payment for fud to Lewis County.

These two initid opportunities communicated to loca governments that they could work with
the state DOT in the region. From these two initid arrangements, a series of joint opportunities
have arisen one after the other. The regiona office now has over a dozen such ongoing



agreements based on a barter of services between the NY SDOT in Region 7 and local
municipdities. A variety of other short term arrangements are usualy in process.

A recent example of this continuing activity involves atrade of facility use or space for sdt. The
da€' s county resident engineer in Jefferson County is currently negotiating an agreement with
the Village of Black River to locate and deploy two plow trucks at the village' s highway garage
gtein exchange for afixed tonnage of sdt per year. The deployment would adso include the use
of the town loader for filling state trucks so they start work directly from the town ste. This
opportunity or trade solves alogigtic problem for the State in getting trucks to state highway
mileage in the eastern part of the county. Locating the state equipment & the Black River facility
will reduce dtate truck travel time by an hour in getting to and from their plow routes and
increase the amount of time aplow can operate on its designated route.

Keysto Promoting NYSDOT Cooperative Activity with Local
Governments

L ocally Based Exchanges. Region 7 saff believe that it isimportant to keep the opportunity
or ability to make exchanges at thelocd level. For NYSDOT this means that county resident
engineers need the flexihility to pursue beneficid cooperative opportunities as they identify them.
While the support and approva of regiond office Saff is necessary, resdent engineers are
generdly the mogt in touch with deployment, investment and sharing opportunities that arise.
Most opportunities depend on locd identification, communication and negotiation.

L ocal Relationships. Ongoing cooperation and joint service activity requires both trust and
individuals who can work together. For DOT this means that the local resident engineer and
county highway superintendents or public works directors need to trust each other and be
willing to work together. To help build thiskind of reaionship, the Region 7 maintenance
engineer encourages resident engineers to be careful to follow through on their part of
cooperative agreements and take good care of equipment lent by other governments. These
factors help maintain and build a greater sense of confidence and trust in the tate as aworking

partner.

Valuing Exchanges. Itisimportant to use sandards for estimating the vaue of exchanged
services and materids. In many casesthe NY SDOT equipment rates or market prices for
materids are adequate for valuing “bartered” services and materids. In other cases the vaue of
apiece of equipment for an hour or aday will vary based on the conditions and circumstances
the equipment is used under. Region 7 leadership has found it important to let decisonmakers
closest to the scene (e.g., resdent engineers and their counterparts) determine what isafair
vaue of exchange. This permits deviation from standard or cash vaue when circumstances
warrant it. This does not diminish the importance of maintaining accurate, clear records of
amounts of exchanged materids, equipment use, etc. Accurate records are essentia for
management, evaluation and auditing purposes. It isimportant for regiond saff to examine
cooperative agreements to help avoid situations where one party getsinordinate vaue in an
exchange relationship.



Regional L eadership. Regiond leadership in support of beneficid cooperation is important
even though the source of most opportunities comes from loca Stuations. If regiona
adminigtrators val ue cooperdtive relationships and activities they need to communicate that
support. In Region 7 this support was demonstrated by helping work through the details of
cooperative arrangements, by communicating support verbaly and in writing and by facilitating
the development of acceptable standard language for agreements.

If local resdent engineers are the key staff position for identifying beneficid cooperation, then
the regionad maintenance engineer has an important role in supporting cooperative activities.
The regionad maintenance engineer supervises DOT county resident engineers within their
region. The regiona maintenance engineer gpproves their resources ( e.g., operating budgets,
personnd, equipment, and facilities). The maintenance engineer gpproves their programs,
evauates their productivity and the qudity of their work.

Building on Existing Contract Experience. The Region 7 barter agreements have drawn on
experience with DOT’ s snow and ice control agreements with localities. These agreements,
which are used in most NY SDOT regions, provided amodd for structuring a genera gpproach
to barter agreements for services and materias. The barter arrangements between loca
governments and NY SDOT in Region 7 have aways been conducted by awritten agreement.
In each case there is aresolution by the loca government governing board giving authority to
public works or highway superintendent to enter into an agreement with the sate. On the sate
sde, the loca resident engineer gets approva from the regiond office (regiond maintenance
engineer and director) to enter into the agreement. I1n the agreements used by NY SDOT
Region 7 there is no language that helps clarify liability issues. Some legd guidance or darifying
date legidation in this area to establish aliability framework would be helpful.

The potentid of having cooperative arrangements audited is one of the greatest risks for DOT
gaff. Theregion's barter agreements are yet to be audited. Since they have not been audited,
standards for barter based audits have not been established. An unfavorable audit, even if
unfair could go along way in squelching new cooperative initiatives.

Expanding Contracting to State Money Payment for Local Services

From NYSDOT’s point of view it is possible to look at counties, towns, cities and villages as
an abundant resource of equipment manpower and facilities. These resource are located close
to local road systems and in many cases are deployed logiticdly to handle work that DOT
needsto do. NY SDOT isincreasingly contracting out for specidized equipment and services
that local governments can provide. There are probably abundant opportunitiesfor NY SDOT
to contract with local municipa departments and pay for cost effective assstance in ddivering
date highway services. Conversaly there are likely to be many effective opportunities for loca
governments to fruitfully contract for payment with NY SDOT for services and facilities. For
example, as Region 7 barter exchanges have demonstrated, one service the state can offer to
geographicaly proximate local governments isthe storage of sdt and sand. The Sate hastaken
the lead in the congruction of these facilities and in many cases their proximity and size could
yield subgtantid savings for municipaitiesin some form of barter or pad sharing arrangements.



However, adminigtrative time and cost are ared disncentive for NY SDOT operating personnel
keeping them from entering into contracts with locdities where an exchange of dollarsis needed.
When gstate agencies seek gpprovd for entering into an agreement with a municipaity and the
date pays money for local government service, along processisinitiated which requires
gpproval by the state comptroller and attorney generd. One exception isthe annud processing
of the hundreds of snow and ice control agreements entered annudly into by NY SDOT. These
agreements seem to make it through the multiagency approva process in about three months.
Contrast this with the 18 months required frominitiation to completion of afindized contract
with Lewis County (noted above) to purchase fud for use in state owned equipment in the area.
Exiding state legidation governing state arteria maintenance agreements within citiesaso
provides another portion of law governing sate loca agreements that could be useful in guiding
law to ease the process of forming and administering highway partnerships.

A number of things would help in reducing these time lags and adminigrative costs. An effort
should be made to streamline the pre-approva process, including gpprovas by the state
Comptroller and the state Attorney Generd. Some delegation of gpprova could be exchanged
for increasing the leve of auditing. Regarding this change, it would be worth assessing the
current costs of gpproval and comparing the effectiveness of reducing ether the stepsin the
gpprova process or the number of agreements requiring full approval (and therefore reducing
gpprova costs) in exchange for increased resources for auditing under a system of reduced,
centralized contract gpprova. A part of this sreamlining should include a consderation of
rasng the limit that could be expended regiondly without central approvd. A dollar celling
between $25,000 and $50,000 has been suggested.

Capacity, Priority and Compar ative Advantage

Some have argued that the ability of governments to contract with each other for servicesis
evidence of “excess capacity” in the intergovernmenta service ddivery system. In some cases
thisis true when an existing resource is underutilized and a contract with another government,
whether sate or local permits afuller use of existing manpower, equipment, etc. A fuller
utilization of existing cagpacity isgood. Aslong asthereisfar reimbursement or compensation
for services we would expect both parties(and their congtituents) to be better off as aresult of
such an agreement. In redity there are a least two other possibilities when loca governments
contract for or trade services and materids. In some cases their isareprioritization of activities
and in other cases there is an exchange in which each party is able to produce agood or service
for which they have a comparative advantage due to specidized equipment and/or skills.

In the case of reprioritization, one or both of the involved governments were operating at or
near full capacity when they agreed to a contract to provide or exchange service. To do the
required additiona work without increasing personnd, equipment, etc., the loca government
must produce more efficiently (do more work with the same resources) or change the set of
activitiesthat get accomplished, eg. reprioritize. Reprioritizing isonly a problem if the
government stops doing things that are essentid or more important to their congtituents than the
new work that is taken on.



In the case of using comparative advantage from specidization, both governments will end up
being more efficient. For example, NY SDOT Region 7 has very efficient paint striping
equipment and personnel and the City of Watertown has efficient equipment and trained
personnel for cleaning catch basins. Region 7 has many catch basinsto clean but only one catch
basin cleaner, so they entered into an agreement to do paint striping on Watertown' s stregtsin
exchange for the City cleaning the limited number of state owned catch basins on Sate arterid
mileage within the City of Watertown. We would expect that both governments make out by
getting work done or service provided by the more efficient producer. This should free up
productive resources for other highway work or reduce the total cost of service provision for
both parties. To some degree both governments in this case either have available capacity in the
area of specidization, or they are able to add or shift enough productive resources to take on
additiond work.

Mutual Benefits and Costs

Loca governments and other organizations cooperate in, contract for or consolidate service
activities because they derive mutua benefits. These organizations will weigh the perceived
costs or disncentives to change againgt perceived benefits in making a decison to cooperate,
contract or consolidate. What were the anticipated benefits for NY SDOT Region 7 and the
locd governments participating in this activity? Have these benefits been redized? What were
the presumed costs or disincentives? Have these been redlized?

Cooperation between NY SDOT and locd governments in Region 7 were generdly motivated
by incentive to reduce costs and improve service delivery. The importance of these motivations
vary depending on the particular agreement in question.  In the examples mentioned above

NY SDOT was moativated by a desire to reduce both operating (reduce salt hauling costs--
Town of Pamdia) and capita costs (agreement to purchase fuel from the new Lewis County
facility). In some examples the ahility to reduce detrimenta environmenta effects or comply
with environmenta regulations was dso important for NY SDOT or involved locd governments
(.., proper handling of sdt and fudl).

L eader ship

Leadership is required to initiate concern over existing conditions, generate interest in beneficid
change, engage othersin service cooperation, contracting or consolidation, and pursue the
opportunity through to a service ddivery solution. Inthiscase NY SDOT’ s regiond

mai ntenance engineer and the regiona director appeared to have provided energy, vison and
commitment to promote more cooperation with loca highway departments.



Teamwor k and Cooperation

The nature of the relationship between governing board members and reevant operating
personnd within each involved unit of government isimportant when consdering changesin
sarvice ddivery. The earlier and more active the involvement of operating personnd in service
delivery consderations the higher the potentia for the identification of successful service delivery
changes involving other governments. Clearly targeted implementable goals, an early focus on
program implementation, a clear locus of responsibility for action within the organization ( this
usualy means the designation of akey person or agency with authority and support) are
important keys to successful service delivery change. Good working relationships between
individuds from involved loca governments will enhance the opportunity for cooperation.

In this case the regiona maintenance engineer points to the importance of local NY SDOT
resdent engineers as akey party. They are best able to identify opportunities for cooperation
and build local trust and communication. However, there dso must be a supportive role played
by adminigratorsin the regiond office if resdent engineers areto fed confident of potentia
success in working at initiating new cooperdtive opportunities.

Legal and Institutional Barriers

Some observers believe that legd requirements and regulatory and indtitutiona barriers exist
which can hinder local government organizations from making changes needed to cooperate,
contract or consolidate when mutual benefits exist which outweigh costs and other disincentives.
A barrier is something that obsiructs progress. In this case, the adminigrative and time costs
required to obtained an gpproved state agreement where money changes hands led to the use of
barter only agreements, wherever possible. If these kinds of agreements could be streamlined
for NYSDOT interms of processing time and adminigrative cost, NY SDOT regiona and field
gaff would have more incentive to pursue cooperative opportunities. The experiencein Region
7 would indicate that there are substantial additional opportunities for agreements to bartering
goods and services with local governments. The lack of clear guidance for vauing bartered
goods and services may aso be a barrier to further cooperative activity.

| mplicationsfor Other Governments

The cooperative activity identified in NY SDOT Region 7 hasimplications for other regiond
offices. While a least severd other regiond offices identified unique and useful cooperdtive
activity in asurvey of Regiond Maintenance Engineers, staff in Region 7 gppear to have used
“barter” exchange agreements to take advantage of a number of cooperative activities that other
NY SDOT gaff would find useful for consideration.

| mplicationsfor Legislative and Regulatory Change

This case identified severd opportunities for legidative and regulatory change or improvement.
Firg, it would be useful to identify waysto clarify and support the use of barter type agreements
between NY SDOT and local governments. Second, it would be beneficid to explore waysto



streamline the normal contracting process between locd governmentsand NY SDOT. This
would open up anew range of opportunities for beneficidly sharing resources and working
together if this process could be streamlined in terms of administrative cost and shortened time
frames from contract initiation to final approva. Third, drawing from the experience of Region
7, it appears that other NY SDOT regions may benefit from adopting a proactive adminidrative
posture which encourages and supports resdent engineersin initiating and working at beneficia
cooperative opportunities.

Summary of Key Findings

1. NYSDOT Opportunity to Cooperate with L ocal Governments. The “barter” type
contracting activity by NY SDOT Region 7, implies that there are extensive opportunities for
beneficia cooperation between the state and itsloca governments. The extent of this
opportunity would likely only be expanded by streamlining or reducing the time and
adminigrative difficulty for NY SDOT g&ff to engage in agreements where atransfer of
dollarsisinvolved. Opportunitiesinclude sharing or trading: st storage, fueling capacity,
equipment use and storage, technical or skill based expertise, and materials.

2. Local-Regional Teamwork. To facilitate beneficia cooperation their isaneed for both
regiond adminigtrative support for cooperation and local resident engineers who are willing
to build trust and develop effective communication with loca government highway Staff.

Case Study Documents

Bdow isalig of dl legd, budget and organizationd documents collected for the case study.
Documents marked with an asterisk in the list below are gppended to this report.

* Service Agreement Between the New Y ork State Department of Trangportation and the City
of Watertown, Spring 1995.

Persons I nterviewed

Eldon Frechette, Regional Maintenance Engineer , New Y ork State Department of
Transportation, Region 7 ((including: Jefferson, Lewis, St. Lawrence, Franklin, and Clinton
Counties).
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Other Project Reports

Overview of the Case Study Project

Thisreport is part of alarger research project funded by the New Y ork State Department of
Transportation (NY SDOT). The Department sought proposals on the * Cost- Effectiveness of
Consolidating Government Highway Services” Theissue of jurisdictiona redlignment,
combining units of government, was not to be the focus of the study. NY SDOT was interested
in identifying both service functions that are gppropriate for consolidation and methods of
achieving this consolidation. The Department wanted to identify the indtitutional and political
barriers that adversely affect decisions based on economic factors and to suggest methods for
dedling with such barriers (including recommendations for change in state laws and regulations).

To achieve these gods a case study design was proposed by the investigator and sdlected by
NYSDOT. A Project Advisory Group (PAG) was recruited to give advice on the selection of
case sudies. PAG membersincluded atown highway superintendent, acounty highway
superintendent, aNY SDOT regiona maintenance engineer, astaff member from ametropolitan
planning organization, gaff from the Corndl Loca Roads Program, and a staff member from
the New Y ork State Legidative Commisson on Rurd Resources.

A mail survey with telephone follow- up was conducted in the fal of 1995 to identify cases of
intergovernmental cooperation in the provison and production of highway services. A list of ten
examples were sdlected for possible case sudy analysis and refined through consultation with
the Project Advisory Group and the NY SDOT Consultant Manager. Six case studies were
conducted and the final reports areincluded in the list of reports below.

A review of current reports and findings on existing statutory and regulatory barriersto service
delivery cooperation was aso conducted as a part of this project. The results of thisreview
were combined with relevant findings from the case sudiesin areport on barriersand
recommendations for change. See the summary report or executive summary listed below for a
review of the projects overdl findings and recommendations.

List of Project Reports

Case Sudy Report: Suggested Cases of Highway Cooperation and Consolidation for
Further Sudy. Michael Hattery and David Kay. Loca Government Program, Department of
Agricultura, Resource, and Manageria Economics, College of Agriculture and Life Sciences,
Corndll University. November 9, 1995.

Appendix to Case Study Report: Data Base of Cases Identified through the Interview
Process. Michad Hattery and David Kay. Local Government Program, Department of
Agricultura, Resource, and Manageria Economics, College of Agriculture and Life Sciences,
Corndl Universty. November 9, 1995.

Case Design Report: Research Design for Cases of Highway Cooperation and
Consolidation. Michadl Hattery. Local Government Program, Department of Agriculturd,
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Resource, and Manageria Economics, College of Agriculture and Life Sciences, Cornell
University. May 15, 1996.

Contract for Street Maintenance and Repair between the Town and Village of Bergen,
Genesee County. Cooperative Highway Services Case Study Report Number 1. Michael

Hattery. Locd Government Program, Department of Agricultural, Resource, and Manageria
Economics, College of Agriculture and Life Sciences, Cornell University. December, 1996.

Chautaugqua County Bridge Program. Cooperative Highway Services Case Study Report
Number 2. Michadl Hattery. Loca Government Program, Department of Agriculturd,
Resource, and Managerid Economics, College of Agriculture and Life Sciences, Cornell
University. December, 1996.

Cayuga County Vehicle Maintenance Pool Service to the City of Auburn. Cooperative
Highway Services Case Study Report Number 3. Michad Hattery. Loca Government
Program, Department of Agricultural, Resource, and Managerid Economics, College of
Agriculture and Life Sciences, Corndl Universty. December, 1996.

Town of Esperance Contract with Schoharie County. Cooperative Highway Services Case
Study Report Number 4. Michael Hattery. Loca Government Program, Department of
Agricultural, Resource, and Manageria Economics, College of Agriculture and Life Sciences,
Corndl University. December, 1996.

Jefferson County Contracts With Towns for Major Improvements. Cooperative Highway
Services Case Study Report Number 5. Michagl Hattery. Loca Government Program,
Department of Agricultura, Resource, and Manageria Economics, College of Agriculture and
Life Sciences, Cornell University. December, 1996.

Fostering Exchange with Local Governments. New York State Department of
Transportation Region 7 Office of the Regional Maintenance Engineer. Cooperative
Highway Services Case Study Report Number 6. Michael Hattery. Locd Government
Program, Department of Agricultural, Resource, and Managerid Economics, College of
Agriculture and Life Sciences, Corndl Universty. December, 1996.

Recommendations for Legislative and Regulatory Change to Promote Highway Service
Cooperation and Consolidation. Duane Wilcox, Michael Hattery, and Kevin Crawford.
Loca Government Program, Department of Agricultural, Resource, and Managerid
Economics, College of Agriculture and Life Sciences, Cornell Univergity. December, 1996.

Summary Report of Case Study Findings and Recommendations for Legidlative and
Regulatory Change. Michad Hattery. Loca Government Program, Department of
Agricultural, Resource, and Manageria Economics, College of Agriculture and Life Sciences,
Corndl University. December, 1996.
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