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SUBJECT

A motion accepting a report evaluating the results of the Transit Division’s mobile ticketing pilot project, as required by a proviso in the 2015/2016 Budget.

SUMMARY

The proposed motion would accept a report evaluating a pilot of mobile ticketing, which Metro began offering to customers in November 2016. The report indicates that while mobile tickets have not been widely purchased, the product has been well-received by customers who do use it and the technology works. Metro plans to expand the use of mobile ticketing from a pilot to an ongoing offering at a one-time capital cost of $100,000. Issues identified with expansion of mobile ticketing are the need to improve transit operator training on the product, consideration of expanding the types of tickets offered through the application, and weighing the risk of potential fare evasion using the technology.

BACKGROUND 

Mobile Ticketing Pilot Project

King County Metro customers currently have the option to pay with an ORCA (One Regional Card for All) card or cash. The mobile ticketing pilot project introduced a new payment option that allows customers to use an application on their smartphones to purchase tickets electronically and then show validation of the ticket to the transit operator or fare inspector. The mobile ticketing pilot was not intended to replace or compete with ORCA and offers only single-use tickets, not passes or discounted rates available through ORCA.

The mobile ticketing pilot project was included in the 2015/2016 Budget as part of Transit Division capital project 1116944. It was projected to cost $471,000 and was funded by a federal grant.

The goals of the mobile ticketing pilot project, according to Metro, were to provide a convenient method of paying fares, particularly for infrequent riders, and to test the impact of the technology on other agency goals such as improving customer satisfaction, speeding boarding, and increasing operating safety.

Metro used a competitive process to select a vendor for the pilot project and launched an application called Transit GO Ticket in November 2016. Metro partnered with Sound Transit, the Marine Division, and the City of Seattle to offer tickets for Metro and Sound Transit buses, Link Light Rail, Sounder Commuter Rail, Seattle Streetcars, and King County Water Taxis through the application. The pilot is also planned to be extended to Access Paratransit customers.

The pilot project made the Transit GO Ticket application available for all riders of these services to use. The product was advertised on Metro’s website and on signs at transit property. The tickets offered through the application were available at the cash price and were valid for the duration of the standard transfer window. The pilot then included a survey of Transit GO Ticket users and operators to gather feedback on the product.

Budget Proviso

The 2015/2016 Budget (Ordinance 17941) included proviso P6 related to the mobile ticketing pilot project in Section 113, which states:

Of this appropriation, $500,000 shall not be expended or encumbered until the executive transmits a final report evaluating the results of capital project 1116944, mobile ticketing pilot project, and a motion that accepts the final report and the motion is passed by the council. The motion shall reference the subject matter, the proviso's ordinance, ordinance section and proviso number in both the title and body of the motion. 

The final report shall include, but not be limited to:
A. A summary of the pilot project results;
B. A comparison of projected mobile ticket transaction costs and ORCA transaction costs;
C. A discussion of the project's potential impact on ORCA card usage and market share;
D. Identification of the project impact on transit division participation in the ORCA Replacement regional project;
E. A discussion of potential operating and capital program changes resulting from the pilot; and
F. A discussion of equity and social justice impacts of the project and approaches to mitigation of impacts.
The executive must file the final report and motion required by this proviso in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff, the policy staff director and the lead staff for the transportation, economy and environment committee, or its successor.

In response to this proviso, the Executive transmitted a report entitled “Evaluating the Results of Capital Project 1116944: Mobile Ticketing Pilot Project.” Proposed Motion 2017-0469 would accept the report.

Summary of the Report Evaluating the Mobile Ticketing Pilot Project

The report includes the following information in response to the proviso.

Summary of pilot project results[footnoteRef:1] [1:  Evaluating the Results of Capital Project 1116944: Mobile Ticketing Pilot Project, page 4.] 


According to Metro, ticket sales through Transit GO Ticket increased throughout the pilot project, starting at over 3,000 tickets sold in the first month and growing to over 24,000 tickets sold in July 2017. However, even at current sales, Transit GO Tickets represent only a tenth of a percent of Metro’s overall fare payment.
 
Approximately 2,000 Transit GO Ticket users responded to the pilot project survey and indicated 77 percent overall satisfaction with the product, and 86 percent of respondents were satisfied with the ease of purchasing tickets and setting up an account.  Twenty-six percent of respondents reported having issues using the application, such as drivers not recognizing the tickets or the tickets not loading or activating.

According to a Metro survey of transit operators, operator satisfaction with the ease of recognition of Transit GO Tickets was 57 percent, with 42 percent somewhat or very dissatisfied.

Comparison of projected mobile ticket transaction costs and ORCA transaction costs[footnoteRef:2] [2:  Evaluating the Results of Capital Project 1116944: Mobile Ticketing Pilot Project, page 7.] 


Under the current vendor, the operating costs of Transit GO Tickets are a fixed monthly cost of $10,500, plus a variable charge of 1.5 percent of the value of each transaction, plus credit card fees.  At current projected ticket sales[footnoteRef:3] and an average ticket cost of $2.75, that equals a per ticket cost of $0.35.[footnoteRef:4] Table 1 shows how that per transaction cost compares to those of ORCA and cash. [3:  Metro projects 42,000 ticket sales per month for December 2017.]  [4:  Stated as $0.29 plus credit card fees of 2.25 percent in the report.] 


Table 1. Per Transaction Cost
	Fare payment method
	Total cost per transaction

	ORCA
	$0.37

	Transit GO Ticket (projected sales of 42,000 per month)[footnoteRef:5] [5:  Because some costs associated with mobile ticketing are fixed, the cost per transaction would decline if monthly ticket sales increased.] 

	$0.35

	Cash[footnoteRef:6] [6:  Because most of the costs associated with collecting cash fares are fixed costs, the cost per transaction would increase if cash payments were to decline.] 

	$0.076



Discussion of the project’s potential impact on ORCA card usage and market share[footnoteRef:7] [7:  Evaluating the Results of Capital Project 1116944: Mobile Ticketing Pilot Project, page 7-8.] 


While survey results show that 66 percent of responding Transit GO Ticket users had also paid their fares with ORCA cards in the last 30 days, Transit GO Ticket did not have a measurable impact on ORCA card usage or market share. When customers were asked why chose to use a mobile ticket rather than ORCA, their most common survey response was that they used it as a backup if their ORCA card was lost, forgotten, or out of funds.

Table 2 shows how survey respondents had paid fares in the last 30 days besides using Transit GO Tickets.

Table 2. How Transit GO Ticket Customers Otherwise Pay Fares
	Payment method
	Percentage of respondents[footnoteRef:8] [8:  Multiple responses were allowed.] 


	ORCA card
	66%

	Cash
	38%

	Ticket vending
	22%

	Didn’t ride
	34%



Identification of the project impact on transit division participation in the ORCA Replacement regional project[footnoteRef:9] [9:  Evaluating the Results of Capital Project 1116944: Mobile Ticketing Pilot Project, page 9.] 


According to the report, the Transit GO Ticket application has no impact on Metro’s participation in the Next Generation ORCA project. Next Generation ORCA is expected to include mobile ticketing capability that would likely make having a separate Transit GO Ticket application obsolete when Next Generation ORCA is rolled out beginning in 2021.

Discussion of potential operating and capital program changes resulting from the pilot[footnoteRef:10] [10:  Evaluating the Results of Capital Project 1116944: Mobile Ticketing Pilot Project, page 9.] 


No operating or capital program changes were identified as a result of the mobile ticketing pilot. The capital cost of continuing the pilot is a one-time cost of $100,000 for data migration, which would be paid for with existing funds. Continuation of mobile ticketing was identified in the Strategic Technology Roadmap for Transit.

Discussion of the equity and social justice impacts of the project and approaches to mitigation of impacts[footnoteRef:11] [11:  Evaluating the Results of Capital Project 1116944: Mobile Ticketing Pilot Project, page 10.
] 


According to the report, Metro did not identify any negative impacts on equity and social justice from mobile ticketing that require mitigation.

Conclusion

Metro intends to transition Transit GO Tickets from pilot to full operation in December 2017.

ANALYSIS

Proviso Responsiveness

The report is responsive to the requirements of the proviso as it includes a summary of the pilot project results, a comparison of projected mobile ticket transaction costs and ORCA transaction costs, a discussion of the project's potential impact on ORCA card usage and market share, identification of the project impact on transit division participation in the ORCA Replacement regional project, a discussion of potential operating and capital program changes resulting from the pilot, and a discussion of equity and social justice impacts of the project and approaches to mitigation of impacts.

Areas of Opportunity and Concern Identified in Pilot Evaluation

Customer and driver satisfaction

The 77 percent customer satisfaction rating provided by mobile ticketing survey respondents suggests the product was received favorably, but has room for improvement. Driver satisfaction survey results showing 42 percent dissatisfaction with the ease of recognition further indicates room for improvement. Analysis of these survey results suggests that additional operator training on the application could improve both customer and driver satisfaction with the Transit GO Ticket application. Metro staff has indicated additional operator training is planned as part of the transition from pilot to ongoing product.

Other considerations to increase customer satisfaction and equity and social justice opportunities (see discussion below) would be to increase the types of tickets offered through the application, such as offering youth, RRFP, and ORCA LIFT priced tickets.  Metro staff has indicated a willingness to consider this option, but further work would be needed to develop safeguards that could help ensure only customers eligible for those discounts used them.

Fare evasion

According to the report, Transit GO Tickets have been found to be associated with fare evasion, with Metro’s fare enforcement operators reporting that it is “very common” to encounter customers waiting to activate their tickets when a fare enforcement operator approaches.[footnoteRef:12] In such cases, the customer is not cited for fare evasion because they have proof of payment, but it indicates such customers may avoid paying fares (i.e. not activating a Transit GO Ticket) for trips when fare enforcement officers are not present. [12:  Evaluating the Results of Capital Project 1116944: Mobile Ticketing Pilot Project, page 5.] 


There is also the potential to evade fares with Transit GO Tickets by showing the transit operator a screen shot of a ticket rather than a current activated ticket. The tickets are designed to display the cash transfer color and letter of the day and have a moving background while activated and valid in order to help operators distinguish between a valid ticket from one that is fraudulent or expired. However, this system puts the burden on operators being trained to distinguish these features and confronting customers in cases of fare evasion.

The potential for fare evasion remains an ongoing issue as mobile ticketing moves from a pilot to an ongoing offering.

Speed of boarding

Speeding boardings is an operational goal of Metro. The responses of the operator survey suggest mobile ticketing may be faster than paying with cash, with 64 percent of respondents indicating they believe that is the case. However, no quantitative data is available to evaluate whether mobile ticketing speeds up boardings.

Market share and impact on cash boardings

The roughly 24,000 Transit GO Tickets sold in the highest month of sales represents only a tenth of a percent of Metro’s monthly boardings, indicating mobile ticketing does not have a significant market share among the fare media offered by Metro. Further, the low ratio between number of Transit GO Ticket accounts and monthly tickets purchased[footnoteRef:13] and survey results indicating 59 percent of respondents had purchased five or fewer tickets, indicate customers are not purchasing large quantities of Transit GO Tickets when they do use the application. [13:  In July 2017 there were 20,716 Transit GO Ticket accounts and 24,253 tickets purchased that month, according to Evaluating the Results of Capital Project 1116944: Mobile Ticketing Pilot Project, page 4.] 


While increased variety of ticket offerings, more marketing, and more time to catch on are likely to increase the volume of Transit GO Tickets sold, the results of the pilot do not suggest that mobile ticketing will have a significant impact in decreasing the number of transit customers paying with cash at this time.

Survey results suggest the application is most useful to customers as a backup for their ORCA card (if it is not with them or doesn’t have value loaded)[footnoteRef:14] and to out-of-area[footnoteRef:15] and infrequent riders[footnoteRef:16]. [14:  8 percent of survey respondents indicated this in response to the question “Why do you choose to use mobile ticketing instead of an ORCA card?”  This was the most common response to that question.]  [15:  24 percent of survey respondents were from outside the Seattle Metro area.]  [16:  34 percent of survey respondents indicated they did not ride transit in the last thirty days.] 


Fiscal Impact

The cost of offering mobile ticketing on an ongoing basis is a one-time capital cost of $100,000 plus operating costs of $10,500, plus a variable charge of 1.5 percent of the value of each transaction, plus credit card fees of 2.25 percent of the charge.

As shown in Table 1 of this staff report, the operating cost per transaction of mobile ticketing is comparable to the ORCA card cost per transaction, and significantly higher than the per transaction operating cost of cash fares.

Equity and Social Justice Impact

While Metro did not identify any adverse equity and social justice impacts associated with mobile ticketing, it is notable that the benefits of mobile ticketing mostly accrue to higher income riders. Metro collected demographic information on Transit GO Ticket survey responders and found that 14 percent of survey respondents had household incomes that would likely qualify them for ORCA LIFT[footnoteRef:17], with the remaining respondents having higher household incomes. For comparison, the 2016 Metro rider survey shows that 25 percent of Metro’s overall customers have household incomes that would likely qualify them for ORCA LIFT[footnoteRef:18]. [17:  ORCA LIFT is the low-income fare discount program available to customers with household incomes below 200 percent of the poverty level.]  [18:  Survey results captured individuals with household incomes below $35,000, but the poverty level is also based on household size, which was not available.] 


One deterrent for low-income riders using Transit GO Tickets is that tickets are only available at regular adult fare prices, making them more expensive than paying fares using an ORCA LIFT card.  Metro is considering offering ORCA LIFT tickets through the Transit GO Ticket application, which would make the product more beneficial to low-income riders. Metro also intends to make the application available to Access paratransit riders, which would increase the fare payment options available to riders with disabilities.

Metro also intends to make the mobile ticketing materials more accessible to English language learners and increase awareness of the product among low-income, minority, and English-language-learner populations.

Other barriers associated with the technology may remain, such as lack of accessibility for those who are unbanked or do not have smartphones. 

Next Steps

Metro plans to transition Transit GO Tickets from the pilot phase to an ongoing product offering.  This requires a one-time capital investment of $100,000, which Metro plans to fund with existing sources. Council approval is for this action is not required. Metro would do so by extending the contract with the existing vendor, rather than undertaking a new procurement process.

Metro may seek additional transit agencies to partner in offering tickets through Transit GO Ticket. Additional capital costs associated with such an expansion would be paid by the partner agency. Metro also plans to increase transit operator training to help ensure Transit GO Tickets are recognized by drivers, and to look into expanding the types of tickets offered through the application.

The application would be phased out once Next Generation ORCA is implemented, since Next Generation ORCA is expected to provide mobile ticketing capabilities.

ATTACHMENTS

1. Proposed Motion 2017-0469 (and its attachments)
2. Transmittal Letter
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1. Matt Hansen, Manager, Customer Communications and Services, Metro Transit Division
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