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Summary 

To support the Sunset Review process, OPPAGA examined the feasibility of outsourcing and privatizing the Department of Highway Safety and Motor Vehicles’ driver licensing services. 
  We evaluated the potential advantages, disadvantages, costs, consequences, and required actions of contracting with local government or private entities to provide driver licensing services.  We also examined the potential effect of the federal Real ID Act on the driver licensing program.

OPPAGA assessed two options for outsourcing—expanding use of county tax collectors as driver’s license agents, and contracting with private entities to provide driver licensing services.  Both options are feasible and could improve citizens’ access to driver’s license services.  However, care would be needed to ensure that outsourcing would not result in higher costs for citizens and increased exposure to fraud, and the Legislature may need to adjust the fee structure to stimulate tax collector or private vendor participation.  In addition, the federal Real ID Act could impose additional requirements and costs on Florida’s driver licensing services that may diminish the desirability of outsourcing.

Background

Each Florida citizen who operates a motor vehicle must maintain a valid and current driver’s license issued by the Department of Highway Safety and Motor Vehicles.  Driver’s licenses are intended to ensure that only safe and knowledgeable drivers use the state’s roads.  In addition, driver’s licenses serve as a primary means of personal identification.  Adults and juveniles who do not have a driver’s license commonly carry a personal identification (ID) card, which the department also issues.  As of June 2007, over 16.5 million Florida citizens held driver’s licenses and ID cards issued by the department.
	Exhibit 1
State Field Offices Issued 56% of the State’s Driver’s Licenses
and ID Cards in Fiscal Year 2006-07
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	Source:  OPPAGA analysis of Highway Safety and Motor Vehicle data.


The department’s Division of Driver Licenses provides driver licensing services through three methods:  field offices, central issuance, and tax collectors. 
  As shown in Exhibit 1, the department’s 100 state field offices issued over 56% of driver’s licenses during Fiscal Year 2006‑07.  A quarter of driver’s licenses and ID cards were issued via the department’s central office by telephone, mail, or the department’s website.  Since 1996, county tax collectors have been authorized to serve as the department’s agents in providing driver licensing services.  About half (33) of the state’s county tax collectors provide driver licensing services.  Tax collectors issued the remaining 19% of all driver’s licenses and identification cards issued during Fiscal Year 2006‑07.

Outsourcing Options

Summary.  As shown in Exhibit 2, we examined two options for outsourcing driver licensing services: expanding the use of county tax collectors and contracting with private entities.  We compared the options on a number of criteria, including the cost to the consumer, the impact on customer service, the potential for fraud, and the impact on state oversight.  Expanding the use of county tax collectors as driver’s license agents is feasible, but faces logistical and funding challenges.  Tax collectors’ services are more expensive to customers than the department’s services but would likely be less expensive than the private sector.  While driver’s license fees cover the department’s program costs and provide net revenue to the state, tax collectors providing driver licensing services assert that current fees do not recover their costs of providing those services.  In addition, county tax collectors generally do not provide the full range of driver licensing services.

Contracting with private entities has the potential to improve customer convenience, but could increase the state and citizens’ exposure to fraud.  While there is evidence from other states and Florida that fees would remain competitive if market-driven, customers are likely to pay more for private contracted services.  Finally, private entities could create a risk of data breaches and identity theft if they do not enforce rigorous internal accountability systems.  If the Legislature expanded private contracting, the department would need to strengthen contract management and increase external auditing to maintain accountability.
Exhibit 2
Outsourcing May Increase Quality and Access to Services but at a Higher Cost to the Consumer
	Outsourcing Option
	Advantages
	Disadvantages

	Option 1 – Expand Use of County Tax Collectors
	· Tax collectors could help the department meet the growing demand for services.
· Tax collectors provide increased convenience to customers compared to the department, such as “one-stop shopping” for driver’s license and motor vehicle services and potentially more convenient locations.
· Tax collectors are accountable to the state and citizens as elected constitutional officers.
· Tax collectors and the department have an existing relationship which would facilitate contracting with additional tax collectors.
	· Customers pay more for services delivered by tax collectors compared the department.

· Fees paid to tax collectors do not cover the costs of providing services.  As a result, tax collectors may be unwilling to provide services unless the Legislature increases the fee.

· Tax collectors may be unwilling to provide all driver licensing services, and may not provide services in all counties.

	Option 2 – Contract with Private Entities
	· Private license agents could help the department meet the growing demand for services.
· Private license agents could provide increased convenience to customers, such as extended hours and more locations.
	· Customers would likely pay more for services delivered by private vendors than from the department or tax collectors.
· The state and citizens’ exposure to fraud could be increased.  As a result, the department would have to increase its monitoring and oversight.


Source:  OPPAGA analysis.

Advantages of Expanding Use of County Tax Collectors

Cost savings to state.  The department reports that current contracting with tax collectors has resulted in cost savings to the state.  In Fiscal Year 2006-07, tax collector licensing agents collected $24.6 million in revenue for the state without incurring direct costs to the department.  Expanding the use of tax collectors would also permit the department to reduce its state offices.  For example, the department’s current budget reduction plan to the Legislature proposes to close or consolidate 16 state driver’s license offices in 15 counties.  The potential annual cost savings would be $2.1 million.
Customer service improvements.  Further expansion of tax collectors as driver’s license agents will significantly increase the program’s ability to meet additional demand for services.  For example, tax collectors can offer customers a “one-stop shop” for both driver’s license and motor vehicle services.  In contrast, most state driver’s license offices do not offer motor vehicle services.  The department also reports that tax collector license agents have made innovations in areas such as customer flow management by using specialized software to direct customers to open examiner stations and measuring transaction times.  Tax collectors also have more flexibility than the department to open newer, more spacious facilities that can better accommodate new equipment and reduce wait times.

Public accountability.  The department indicates that tax collectors are trusted partners in the driver licensing process because they are accountable to the state and citizens as elected constitutional officers.  Participating tax collectors indicate that their interest in providing driver licensing services comes from their mission to serve citizens of their counties.

Existing relationship between tax collectors and the department.  The tax collectors and department have developed processes and have a statutory framework in place to smoothly facilitate the expansion of services into additional county tax collectors offices, as half (33) of the state’s 67 county tax collectors currently provide driver licensing services.

Disadvantages of Expanding Use of County Tax Collectors

Higher cost to consumer.  Customers pay more for the same driver licensing services that state field offices provide.  Tax collectors are authorized to retain a $5.25 service fee that is added to the cost of service for each original, duplicate, replacement, and renewal driver’s license or ID card they issue.

Service fees do not cover the cost to deliver driver licensing services.  Tax collectors contend that the service charges they are authorized to assess do not recover their costs of providing licensing services.  While total driver’s licensing fees cover the department’s cost of providing services, most of these fees must be remitted to the state and tax collectors reported net losses from providing driver licensing services.  For example, for Fiscal Year 2006-07, the Pinellas County tax collector’s office reported 
a $4 million shortfall, which it attributed to costs associated with providing driver licensing services.  If tax collectors are unable to cover the costs of providing these services, additional county tax collectors would likely be unwilling to join outsourcing and current participants may eliminate these services.  According to tax collectors, fees do not cover costs for two reasons.
County tax collectors do not receive revenue for several licensing services.  While the department charges for most transactions, including new driver’s license and ID issuance, renewals, and reinstatements of suspended and revoked licenses, tax collectors do not retain any of the fees for several of these services.  As shown in Exhibit 3, tax collectors are authorized to retain a $5.25 service fee that is added to the cost of service for each original, duplicate, and renewal driver’s license or ID card they issue.  They may also retain $37.50 of the state’s $47.50 D‑6 suspension reinstatement fee, and charge $5.25 for all other reinstatements. 
  However, tax collectors are not authorized by statute to retain fees for replacing stolen licenses and administering knowledge or road tests or reexaminations.  As with state agencies, tax collectors also do not receive compensation for related services such as registering drivers as organ donors, responding to information requests, or dealing with customers who do not have the needed identification documents to receive ID cards and licenses.

The existing fees also must cover the costs of equipment rental, which are significant to some tax collectors.  The cost of leasing equipment from the department for 36 months, including software, cameras, scanners, signature pads, bar code readers, receipt printers, and card printers, is at least $28,000. 
  Some offices serving high volumes of customers usually lease two or three of each kind of equipment, thereby doubling or tripling the lease cost. 

	Exhibit 3
County Tax Collectors Are Unable to Collect Service Fees for Some Driver Licensing Services

	Transaction
	State Fee
	Authorized Fee Collected by 
Tax Collector1

	Original Class E License or Learner’s Permit
	$ 20.00
	$ 5.25

	Class E License Renewal
	15.00
	5.25

	Duplicate or Replacement License 
	10.00
	5.25

	Commercial Driver’s License (CDL)
	50.00
	5.25

	Replace Stolen License
	0
	0

	Original ID Card
	3.00
	5.252

	Duplicate or Renewal ID Card
	10.00
	5.252

	Knowledge Exam
	0
	0

	Knowledge Re-exam
	5.00
	0

	Skills (Road) Exam
	0
	0

	Skills (Road) Re-exam
	 10.00
	$   0

	1 As authorized in s. 322.135, Florida Statutes.
2 The Department of Highway Safety and Motor Vehicles authorizes county tax collectors to collect $5.25 for ID card issuance, renewal, and duplication, although s. 322.135, Florida Statutes, does not specify authorization.

Source:  Department of Highway Safety and Motor Vehicles.



· Fees have not been adjusted for inflation and may not cover the costs of providing the services.  The service fee that tax collectors are authorized to collect from customers has not increased since 1996. 
  Tax collectors report that their labor and other costs have increased since that time and the fees no longer cover their cost to provide driver licensing services.  While there is limited data available on the costs that tax collectors incur on providing driver licensing services, the 2001 Driver’s License Cost Determination and Allocation Task Force, comprised of county tax collectors and department staff, calculated a $10.09 average cost to issue a driver’s license, roughly double the service fee received by tax collectors.
County tax collectors are reluctant to assume all driver licensing services.  Many county tax collectors that currently provide driver licensing services provide only partial services.  As shown in Exhibit 4, each of the 33 currently participating tax collectors provides driver’s license renewal services and ID cards.  Twenty-six tax collectors offer written knowledge tests, while only 15 offer driver skills testing such as administering road tests.  Some tax collectors who are currently providing partial services stated that they prefer not to conduct road testing for any class of license because of the additional resources required and the potential risk to their staff.

Nearly one-third of county tax collectors providing licensing services do not issue licenses, renewals, and identity cards to non-citizens, largely because of the additional tasks required for document validation.  The high percentage of non-citizen transactions in South Florida counties (up to 35% in Miami-Dade County) contributes to longer lines and wait times for customers.  Temporary foreign residents must renew their licenses annually, which requires examiners to identify several forms of federal immigration documents to confirm the foreign national’s legal presence and scan these documents into the department’s record database for verification.  Once the department verifies the immigration documents, the department issues the driver’s licenses and identification cards of foreign non-residents centrally through its headquarters in Tallahassee.  The issuance and renewal process extends the processing time and therefore the amount of time the customer waits in the office.

Exhibit 4
Less than Half of County Tax Collectors Providing Driver Licensing Service Offer Driver Skills Testing
	Service Type
	Number of Tax Collectors Offering Service
	Percentage of Tax Collectors Offering Services
(n=33)
	Percentage of All
Tax Collectors
(n=67)

	Basic Renewals
	33
	100%
	49%

	Driver Knowledge Testing
	26
	79%
	39%

	Service to Non-Citizens
	21
	64%
	31%

	Driver Skills Testing
	15
	45%
	22%


Source:  OPPAGA analysis of data from the Department of Highway Safety and Motor Vehicles.
Additionally, tax collectors argue that space requirements for security and licensing equipment can prohibit expansion of driver licensing services.  Several tax collectors who are not currently license agents stated that they did not have the office space to accommodate the required licensing and security equipment.  In addition, the availability of equipment is limited.  Department officials reported that even if all the tax collectors applied to be licensing agents, the department currently does not have enough equipment to lease to all of the counties.  However, if a tax collector wishes to open a new driver’s license site, the tax collector can pay the lease cost of the equipment upfront and obtain the equipment from the provider.

Advantages of Contracting with Private Entities
A second option for expanding state driver licensing services would be to contract with private entities to provide driver licensing services.  Currently, the department contracts with third-party testers to perform driving skills tests for most driver skill testing of commercial drivers and motorcycle drivers, and with a number of secondary school districts and individual private schools that teach driver education. 

Reduced costs to state.  As with the option to expand the use of tax collectors, the department could reduce its direct costs by contracting out driver licensing services to private entities, by reducing the number of field offices it operates with state employees.  However, these cost savings would be matched in part by additional expenses to oversee and manage the outsourced providers.
Private entities could increase customer service and convenience.  Contracting with private providers has the potential to improve customer convenience if it resulted in an increase in the number of locations where driver licensing services are offered and/or more hours of service.  Private entities have financial incentives to implement innovative business processes to improve customer services and reduce costs.  For example, currently the department and tax collectors offer driver licensing services at 178 locations throughout Florida but most are open only during normal state business hours.  Private entities could provide services in the evening, which may be more convenient for many citizens.  Arizona outsourced a portion of its driver training schools that conduct road driving testing.  Arizona officials reported that these contractors have reduced customer lines and wait times in driver’s license offices.  In addition, Alaska and Virginia authorize private contractors to provide driver licensing services in remote communities that would otherwise be not serviced by the state.

Disadvantages of Contracting with Private Entities
Customers would likely pay more for licensing services.  As previously discussed, tax collectors assert that the service fees they are currently authorized to charge do not cover their costs of providing driver licensing services.  Accordingly, it is questionable whether private entities would be able to attain a necessary profit from providing driver licensing services unless they were authorized to charge higher service fees.

While customers would likely pay more for services, evidence in Florida and other states suggests that fees would remain competitive if they were dictated by market forces.  According to department staff, third-party testers for commercial driver’s licenses charge fees ranging from $75 to $450 depending on the area of the state. 
  The department does not set prices for providing these services.  Additionally, the department evaluated its third-party testing for Class E driver’s licenses and found that there is not a need to regulate the fees charged by third-party testers as most remained competitive and reasonable. 

Although most of the states that contract for private driver licensing services set service fees, Arizona law did not cap the surcharge contracted vendors charge for services.  Third-party testers in Arizona charge up to $75 for road tests.  Arizona officials reported that competition between state offices (which did not impose service surcharges) and the private vendors had generally kept surcharges reasonable.

Increased exposure to fraud.  Driver licensing services have a high potential for fraudulent activity, which would require strong state oversight.  Private entities could create a risk of personal identity data breaches and identity theft if they do not develop and enforce rigorous internal accountability systems.  Non-compliance with accountability standards also could threaten integrity of the driver’s license or ID card as federally accepted identification, as will be required by the federal Real ID Act (discussed later).  The state would need to strengthen contract management and increase external auditing to maintain accountability.

Florida has experienced fraud with private entities providing driver licensing and motor vehicle services.  In June 2003, the department conducted a pilot project involving third-party testers to administer road tests for Class E driver’s licenses. 
  The project found numerous security and accountability gaps where fraud could occur.  Notably, the department found errors on waivers issued to completed testers consistent among all seven participants, including

· waivers issued with road test examination sheets showing the person tested was not the same person who applied for the license;

· the customer’s identity was not verified;

· missing information about driver or testers; and

· areas on the examination sheet were left blank where customers could enter passing results for tests not taken.

The department subsequently discontinued third-party Class E driver’s license testing due to concerns regarding test integrity, noncompliance, and contractor failure to meet quality assurance standards.  County tax collectors have also reported several fraud cases involving private tag agencies, and since 2000 the department has decertified or terminated seven third-party commercial driver’s license testers as a result of fraud; this required the retesting of 12,380 Florida commercial drivers at a cost to the state of approximately $172,000. 

Other states that have authorized private contractors to provide driver licensing services have similarly experienced contractor fraud.  Ohio reported experiencing driver’s license fraud in a few cases among employees of deputy registrars.  However, states attributed the success of their oversight at preventing fraud to linked computer systems that track transactions and collections, annual internal auditing by department staff, and working closely with the inspector general.  New Jersey authorized private non-bid contract service providers appointed by the director of the Motor Vehicle Bureau to run each of the state’s 45 license and vehicle registration offices.  The New Jersey Motor Vehicle Commission reported numerous private agency employees had been arrested for issuing fraudulent driver’s licenses to individuals with no legal right to be licensed.  This posed greater concern to state officials following the September 11 terrorist attacks.  In 2003, New Jersey de-privatized all of its driver’s license field agencies and reverted more than 600 employees and agents back to state service. 

To minimize the threat of fraud, the department would need to carefully negotiate contracts with the providers, closely monitor their performance, and be able to provide continuity of services if a vendor failed to perform.  The department could issue a request for proposals and monitor a pilot set of contracted private agents to gauge the feasibility of expanding the contracted driver licensing services.  Accordingly, the department would have to set performance measures for contractors, assess contractor performance, compare in-house costs to those under contract, and evaluate and strengthen its monitoring and oversight practices to detect potential fraud with private contractors.  Increased monitoring and oversight would increase the department’s cost of delivering this service; however, these costs are indeterminate.
Key Outsourcing Issues

While both outsourcing options are feasible, the Legislature will need to address two key issues as it further considers the expansion of driver licensing outsourcing in Florida.  First, as previously discussed, the tax collector fee structure is a reported impediment to expanding outsourcing and the Legislature may wish to consider a service fee increase to encourage greater participation.  Second, the implementation of the federal Real ID Act will impose additional requirements and cost on the issuance of driver’s licenses which may make outsourcing less desirable.

Changes in fee structure may be needed to encourage privatization.  One of the primary reported impediments to further expansion of the use of tax collectors is the service fee structure—the fees that tax collectors are authorized to retain have not kept pace with costs and tax collectors are providing many driver licensing services for which they are not compensated.  OPPAGA analyzed three methods the Legislature may wish to consider for modifying fees to better recover tax collectors’ costs of providing driver licensing services.  These options reflect work conducted by the 2001 Cost Determination and Allocation Task Force, a task force created by the Legislature to improve the allocation of costs between the department and tax collectors in the delivery of driver licensing services. 

Method 1.  Shift a portion of state fee revenues to county tax collectors to reimburse service costs and eliminate the current service fee of $5.25.  Under this option, the department would give a portion of the state fee to the tax collector to better compensate them for their services.  Instead of tax collectors receiving $5.25 service fee per transaction, the state and tax collector would split the fee revenue and the tax collector would receive between $3 and $10 for specific services, as shown in Exhibit 5.

Exhibit 5
Under Option No. 1, the State and Tax Collectors Share Fee Revenues
	Transaction
	Current State Fee
	Portion Retained
by Tax Collector
	Remainder Sent
to State
	Total Paid by Customer at Tax Collector Office

	Original Class E driver’s license
	$20
	$10
	$10
	$20

	Class E driver’s license renewal
	15
	5
	10
	15

	Driver’s license duplicate
	10
	4
	6
	10

	New ID
	3
	3
	0
	3

	Skills test re-exam
	10
	 9
	1
	10


Source:  Florida Driver’s License Cost Determination and Allocation Task Force Report, December 2001.

The advantage of shifting fee revenues to tax collectors issuing driver’s licenses is that it provides additional funding to the tax collectors without increasing the cost to customers.  Customers would pay the same price for services whether they go to a state office or tax collector’s office.  This option is supported by a majority of task force members and would likely encourage greater interest in outsourcing.

The disadvantage is a potential negative impact on general revenue—the state would be receiving less revenue for each transaction.  However, as outsourcing expands and tax collectors assume a greater proportion of transactions, the state may be able to reduce its personnel and operating costs associated with driver licensing services.  The task force reported that this option would be “cost-neutral” to the state and the tax collectors.  The Legislature would have to amend ss. 322.21 and 322.135(6), Florida Statutes, to specify revenue amounts from fees to be transferred to county tax collectors issuing driver’s licenses.  However, if the option proved to not be cost-neutral (for example, if the department were unable to close enough state-operated field offices to offset the reduced fee collections it received) the state could realize a net reduction in general revenue.

Method 2.  Increase tax collectors’ service fee to reflect inflation and authorize tax collectors to charge fees for uncompensated services.  The Legislature could increase tax collectors’ service fee to an inflation-adjusted level of $7 and authorize tax collectors to charge fees for services that are currently uncompensated.  Currently, tax collectors may only charge $5.25 for each driver’s license issued.  However, the tax collector service fee was set in 1996.  Since that time, inflation has reduced the dollar buying power by 24%, and the $5.25 fee would equate to approximately $7 in current prices.  Additionally, tax collectors could be authorized to assess fees for additional types of transactions, such as administering re-examinations of knowledge and road tests and commercial driver’s license endorsements.  Tax collectors assert that such transactions are time-consuming and costly.  For example, the Pinellas County tax collector reported providing 46,903 driver’s license transactions during Fiscal Year 2006-07 for which the tax collector could not charge a service fee.  Exhibit 6 demonstrates the cost to customers for selected driver’s license services with the increased tax collector fee.

Exhibit 6
Under Option No. 2, County Tax Collectors Would Receive a Flat Fee Adjusted for Inflation
	Transaction
	Current State Fee
	New Tax Collectors’
Service Fee
	Total Paid By Customer
at Tax Collector Office

	Original Class E driver’s license
	$20
	$7
	$27 

	Class E driver’s license renewal
	15
	7
	22 

	Driver’s license duplicate
	10
	7
	17 

	New ID
	3
	7
	10 

	Skills test re-exam
	10
	7
	17 


Source:  OPPAGA analysis.

The advantages of this option would be increased reimbursement to tax collectors for services provided, an incentive to encourage tax collectors to provide services, while protecting general revenue generated from state licensing fees.  The main disadvantage would be that customers using tax collectors for driver licensing services would pay more than customers in state offices.  An increase in fees may also cause consumers to consider other options, such as Internet transactions, and may reduce demand for tax collector services.  The Legislature would have to amend s. 322.135, Florida Statutes, to increase the tax collector fee and authorize tax collectors to charge a fee for more services.

Method 3.  Increase state fees and shift a portion of the revenues to tax collectors, but eliminate current service fee of $5.25.  Driver’s license fees have not kept pace with inflation and most comparable states charge considerably more than Florida.  Since the Legislature last increased Florida driver’s license fees in 1989, inflation has reduced the dollar buying power by 40%, and the $20 original license fee would equate to roughly $34.00 in current prices.  In addition, Florida’s driver’s license fees are lower than those of comparable states, as shown in Exhibit 7.  Florida has the lowest driver’s license costs of comparable states and a longer renewal period than most states.  Therefore, this option would increase driver licensing fees to compensate for inflation and bring fees in line with similar states.  However, it would increase costs to the public.
Exhibit 7
Most Florida Driver’s License Fees Are Lower Than Those of Comparable States
	State
	Standard
Driver’s License
	Years Valid
	Annual
License Cost
	Standard
License Renewal
	ID 
Card

	New York
	$55
	5
	$11
	$50
	$9-14

	California
	27
	5
	5
	27
	20

	Texas
	24
	6
	4
	24
	15

	Ohio
	23
	4
	6
	24
	8.50

	Illinois
	20
	4
	5
	10
	20

	Florida
	$20
	6
	$ 3
	$15
	$ 3


Source:  OPPAGA analysis of data from New York State Department of Motor Vehicles, California Department of Motor Vehicles, Texas Department of Public Safety, Ohio Bureau of Motor Vehicles, Illinois Secretary of State,  and Florida Department of Highway Safety and Motor Vehicles.

Exhibit 8 illustrates adjusting the state fee for inflation since 1989 and splitting the fee revenue with the tax collector according to a methodology endorsed by the aforementioned 2001 task force.

Exhibit 8
Under Option No. 3, the State and Tax Collectors Split Fee Revenues Adjusted by Inflation
	Transaction
	Current
State Fee
	Increased Fee (Adjusted for Inflation)
	Portion Retained by Tax Collector
	Remainder Sent to State
	Total Paid by Customer at Tax Collector Office

	Original Class E driver’s license
	$20
	$33.60
	$16.80
	$16.80
	$33.60

	Class E driver’s license renewal
	15
	25.20
	8.40
	16.80
	25.20

	Driver’s license duplicate
	10
	16.80
	6.72
	10.08
	16.80

	New ID
	3
	5.04
	5.04
	0.00
	5.04

	Skills test re-exam
	10
	16.80
	15.12
	1.68
	16.80


Source:  OPPAGA analysis and Florida Driver’s License Cost Determination and Allocation Task Force Report, December 2001.

The advantage of this option is that it would generate a higher level of general revenue than Option No. 1 while providing additional revenue to tax collectors.  The disadvantage of this option is that it would increase costs to customers.  All customers would pay more, regardless of whether they are state or tax collector customers.  The Legislature would have to amend ss. 322.051, 322.17, 322.21, and 322.135(6), Florida Statutes, to set new fees and specify revenue amounts from fees to be transferred to county tax collectors issuing driver’s licenses.

The federal Real ID Act requirements make extensive outsourcing more problematic.  A second key issue is that the department will be responsible for implementing the federal Real ID Act of 2005 that creates national standards for issuing state driver’s licenses and identification cards.  States may choose not to comply with the Real ID Act; however, their residents will be required to obtain and show other accepted documents such as a U.S. passport in order to board planes and access federal facilities.  If Florida chooses to comply with the act, each of the 16.5 million persons holding Florida driver’s licenses and ID cards will be required to visit a driver licensing office in person and resubmit identity documents, such as birth certificates, to acquire a new license/card by May 2013.

The federal Real ID Act of 2005 will likely have a significant impact on the department’s driver licensing program and may constrain the state’s ability to contract with tax collectors and/or private entities to provide driver licensing services if Florida chooses to comply with the act. 
  The act will affect the department’s outsourcing in several ways.  First, it is likely that fewer tax collectors will be willing and able to provide driver licensing services under Real ID requirements.  The act will require driver’s license examiners, including those employed by tax collectors, to review original identity documents, requiring more examiner time and increasing processing costs as well as negatively affecting customers who will be required to revisit offices in person and present identity documents.  Customer frustrations with these requirements may be directed at the tax collectors, who are elected officials.  Tax collectors also may not be able the meet the act’s enhanced requirements for license issuance, storage, and security.  Tax collector staff will also be subject to the act’s background check requirements, and the offices will be required to comply with more stringent security standards, including security upgrades and annual inspections.

Second, the act’s stringent security requirements could limit the department’s ability to contract with private entities.  The act’s security infrastructure requirements could preclude some private entities from contracting with the department.  As a result, it may be more feasible for the department to contract with private entities that already have stringent security requirements such as financial institutions that are currently required and designed to protect customer data and physical assets, such as card stock.  However, financial institutions have not historically participated in driver licensing and it is unknown whether they would be interested in providing this function which is not within their core mission.

Despite these limitations, Real ID requirements would create additional workload that outsourcing could help manage.  The department estimates that it will need to process nine million driver’s license transactions annually over the next six years.  Unless the state provided driver licensing services at more locations, the increased demand will likely result in diminished levels of customer service and long wait times.

These challenges could be reduced if the state centrally issued licenses and identification cards.  Under this system, customers would visit a driver’s license or tax collector office, submit documentation, and/or take driver’s license tests.  The local examiners would issue a temporary card and send documentation to the department’s central office.  After verifying the authenticity of the documents and establishing the identity of the cardholder, the department would then produce the permanent card and mail it to the cardholder.

Central issuance has a number of advantages and drawbacks.  Centralizing all drivers’ license and identification card printing and eliminating all over-the-counter card issuance would improve security and reduce fraud, which would address some of the major challenges of outsourcing under the Real ID act.  The highly sensitive and expensive components of the process, such as purchasing card-producing machines and maintaining document security would be done centrally, which would reduce overall costs and reduce security concerns at the field office level.  Under this system, tax collectors and private entities might be willing and able to perform the field activities of issuing temporary card services and conducting examinations for original licenses and license renewals, duplicates, and replacements.  While local examiners would have to ensure that all customers have sufficient paperwork, central issuance may also decrease the time that customers have to wait in field offices.  However, customer satisfaction could be diminished because they would no longer be able to receive their cards at the point of service.

As the federal government promulgates its final rules for Real ID, the Legislature should consider these issues to develop a system that will balance taxpayer costs, customer service needs, and security considerations.






� Sections � HYPERLINK "http://www.flsenate.gov/Statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=Ch0011/SEC901.HTM&Title=-%3e2006-%3eCh0011-%3eSection%20901" \l "0011.901" ��11.901�-11.920, F S.


� Driver licensing services include issuing driver’s licenses (original, new resident, renewal, duplicate, and replacement) and identification cards; reinstating suspended and revoked driver’s licenses (i.e., due to driving without proper insurance, failure to pay traffic tickets, and driving under the influence of alcohol or drugs); driving/road and written tests for both commercial driver’s licenses and regular driver’s licenses; and tests for issuing motorcycle driver’s licenses.


� A D-6 suspension is for persons charged with specified offenses and who fail to comply with directives ordered by traffic court or who fail to pay any financial obligation in any other criminal case, according to s. 322.245, F.S.


� The equipment is currently leased from a private vendor, who is compensated at the rate of $1.57 per driver’s license or identification card issued.  The vendor also supplies all card stock, ribbons, laminates, cleaning tapes, and receipt paper required to issue driver’s licenses and identification cards.  The contract with the private vendor was entered into pursuant to a competitive procurement process, and provides an option for a technology refresh replacing all existing equipment with the most current comparable new technology in 2010 at the current rate.


� For example, the equipment cost for adding driver licensing services to an existing tax collector office with four clerks would be $41,356.32.  (This price does not include installation costs at an hourly rate of $56.25 during normal business hours.)


� Tax collectors received $4.25 of the $5.25 charge until 2005, when the Legislature allowed tax collectors to retain the additional dollar which used to be deposited into the Highway Safety Operating Trust Fund.


� The curricula of the school districts and individual private schools must meet the Department of Education’s standards, and any teachers signing the waivers must be certified driver education teachers with a Department of Education endorsement on their teaching certificates.


� Charges vary by the type of service provided.  For example, according to department staff, a difference in price of several hundred dollars is typical if the tester provides the vehicle.


� Florida Department of Highway Safety and Motor Vehicles, Third Party Testing for Class E and D Driver’s licenses Pilot Project Evaluation, June 2003.


� The pilot project operated in seven counties (Dade, Leon, Orange, Pinellas, Polk, Sarasota, and Volusia) with seven vendors participating.  The participating vendors included five commercial driving schools, one non-profit safety council, and one adult education center.


� This estimate does not include the costs associated with investigating and prosecuting the criminal cases.


� In 2003, the New Jersey Legislature passed the Motor Vehicle Security and Customer Service Act abolishing the Division of Motor Vehicles within the Department of Transportation and establishing the Motor Vehicle Commission as a self-governing agency. 


� The Report from the Driver’s License Cost Determination and Allocation Task Force, December 2001.


� The Real ID Act has been highly controversial, and many states have expressed opposition to the act.  Eight states have passed legislation refusing to comply with the act, and six have passed resolutions to request that Congress repeal the act.  At least 30 other states are considering such legislation.  Reasons for opposition include implementation costs and concerns about data and personal information security.
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