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' NEW JERSEY PUBLIC TRANSIT CORPORATION PROPOSED -

State TransportationVCommissionerdLouisyd.‘Ganbaceini’today recommended
that_the7State cteate a-publie'transit,corporation.uith the abrlityvto acquire
bus’companies‘when it is deemed to be injthe:public interest,\to operate
service directly or througﬁ contraet.with priyatevprOfessional transit managers;

ryand,to provide sone.financial_assistanceeto,orivate carriers.

The publicﬂcorporation would repiaCe the ComnuterJOPerating Agency (COAJ .
and its much cr1t1c1zed $50 mllllon a ‘year sub51dy program for prlvate bus
carriers. The corporatlon would recelve funds through ‘the State -Appropriation

process and from the federal government  as is_presently the case.

‘"New Jersey desperatelyvneeds to stablllze and lmprove its bus system.
We need to to reouce congestlon and pollutlon on our overburdened roads,
to give citizens a reasonable alternatlve to the ever-rlslng cost of |
;gasollne, and to assure moblllty for the elderly and poor who are w1tnout
cars and ‘have no ch01ce,' said the Comm1551oner. |
7 "The ex1st1ng system of paylng prlvate carriers w1th.v1rtua11y no u
public control over the quallty of serv1ce hasn't met the need in a
decade, and there is no reason to believe“it ever can, although,;t w111"
requlre more and more publlc dollars.‘ Without oubi*e'support,\more'tnan T
804 of the bus" transportatlon in' the state would shut down 'If we are
'bg01ng to contlnue to support bus: serv1ce ;- and we should - there must
be correspondlng control *o ensure quallty service for taxpayers and -

- riders."
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. The semi—autonomous public corporation — N J. Transit'-- which would have :

‘ta’tlve member Board of Directors. 1nclud1ng two publlc members appointed bv
'inthe Governor, and the CommlSSioner of Transportation, the Ass1stant Commissroner Frfh
'f:lfor Public Transportation, and the State Treasurer. The corporation would ' r
‘_‘establish tw0 operating regions, for North Jersey and South Jersey. A Citizen‘s.--‘;

Adv1sory Committee would be created in each region to 1nsure publlc participatlon

vin planning and meeting the region s transit needs.~

E The recommendation is the culmination of a series of NJDOT studies of .
* the lO-year—old bus sub31dy program which -was found to be both
a costly,andvlneffective Way-of_pr0v1ding‘efficientvhighcqualityv
| bus trans1t in the State. | - - | - ”
o the performance of the largest‘private carrlervin the sub51dy
, program,‘Transport of New Jersey (TNJ), compared to large publicly—‘..'
owned systems around the country, whlch 1nd1cated that overall ThJ
is comparable,,although it 1s‘substantrally 1nferior-1n terms-of‘} B
ridershiprgrowth.v B | | “ | B
* ithe-'\publi-:c?.'in‘sti-tut‘i-onalf 'ia'rrangements us-ed'by some other Sta‘tes .
;and reglons in the country, which 1nd1cated that the best operation
is achieved by placing ownership, financial respon51bility and
' operatlng responsibllities in the same structure. (New Jersey and g
New Orleans are the only major urban areas that do not own their "
»Qmajor bus carrlers and prov1de serv1ce solely through contracts

U with private carriers )
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' The recommendation f??ortfmakesjthé'foll§Wingfpoints:‘ i

. _The corporation should acquire the bus and rail assets of the

.~ COA and the assets of .the subsidized and unsubsidized private .
. . carriers whose :acquisition is deemed to be in the public interest.

- Cost of ééq@iéitibniiSﬁeligibieffbr 8OZf£ahdiﬁg from the federal .
. Urban Mass Transportation Administration (UMTA). -As a point of

| reference, the total value of physical assets (buses, garages,

- machinery and equipment) of the 22 subsidized private carriers

‘ :”xﬂiisa$23;7'millibn;u State funds required if these assets were to

' be purchased with federal funds, would be $4.7 million, less

 1*thanuthe‘month1y’coétfof»thefcurrent”subsideprpgram,_,ActuaLZ 

“acquisition costs would involve carrier liabilities, such as =~ -

TNJ's substantial pension obligation, would reduce acquisition

costs. While possible consideration of intangible assets of

carriers could also alter acquisition costs. '

* The corporation could contract for the provision of public trans-
- portation services with private management firms or county agencies,

or could operate bus service directly or could contract with

unacquired profitable or unprofitable carriers. Acquisitions .

~ deemed to be in the public interest will be carried out during an
. orderly process of transition. The gorporatmonfcouldwopenate or -
contract with rail carriers for services. . . .

Some private bus carriers, both subsidized and unsubsidized, would
continue to operate. Unsubsidized carriers would be subject to

regulation by the ICC or the DOT, and 'would receive continued canital
- assistance. Mercer County may, at local option, continue to . . -‘
operate its own services with State support. - - o

By consolidating functions and rationalizing services, the public.
" corporation will provide existing services, at better quality,
" within a similar or smaller budget level than would have been

required by the current fragmented system to proyi¢e the existing

service levels. .

In order to Tocate decisions on service close to the needs for ser-
vices, regional -operating divisions should be established for North

| and South Jersey, and local officials should be encouraged to par-

‘poration.

“ticipate actively in the planning of public transportation service

improvements. -

The counties may contract with the corporation for services in addi-
‘tion to those existing today, or may operate or contract with other

carriers for additional services which are not iq‘gompetitiqniwith .
‘the corporation. : T A A L v

" The DOT will maintain budéétafyﬁédﬁtto].dver,the;corbbr?tioh'é”cagi-g'
- tal and operating expenditures, will do long-term planning, and will:
~continue to regulate private carriers not under contract to the cor-
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A _cfop-ji of the. réport is ,attaéhéd.,. o

-- . In order to achieve tight cost control and accountab111ty to the -
Executive and the Legislature, the corporation's budget should be
divided into three cost categories: support for existing serv1ces,

g special soc1a1 programs, and service expans1ons.i-. .

5 ~- The' corporat1on acting with the author1ty to. acqu1re bus compan1es dnoo

. the pub11c interest could establish a plan for prompt implementation
-.‘of service and cost reduction 1mprovements ‘including transfers, SR
" coordination of services, service rationalization, coordinated market-

© " ing, consolidation of maintenance and support functions, better f]eet

s asswgnment and 1mprovements in management procedures.v e '
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A.  SUMHARY OF PROBLEMS mm THE EXISTING svsnzn S

© The January 9, 1979 DOT report, New Jersey Motor Bus Ass1stance AaRevdew S
, and A"a]y515 of the. CU?VEﬂt Program“, concluded that: o |

“In spite of mass1ve publlc lnvestments in capital and operating ass1stance DU

during the past decade, the existing bus system in New Jersey has failed to~ B |
- dincrease ridershtp, stab111ze fares, and substant1a11y rationa]ize and L
B lmprove . . i T R TS S

serv1 ces

~The contract ass1stance program has grown from $0 5 m1111on B

= ;‘; in Fiscal Year 1970 to $49.9 million in Fiscal Year 1978. tg;ﬁﬂ.;

‘New Jersey's carriers decreased service, particu1ar1y in 1nner B

~ city areas, and increased fares before Jo1n1ng the voluntary
‘.;assistance program.,:J, ’ ; : : y

",New Jersey s remaining bus trips are now most]y Tong distance, R

reflected in an average New Jersey fare of 70¢, which is over - I

twice as high as the average fare in the rest of the country

ﬂfNat1onw1de, the number of bus passengers has increased 11 per'mH

‘cent since 1970, while in New. Jersey, r1dersh1p has faiTen by :73"

o v:r,4l per. cent during the same. perxod

'Serv1ce def1c1enc1es and Iack of serV1ce coordination st111 o
“exist, making it difficult for the publxc to use pub1ic trans—

'»‘-vportat1on.

qub11c transportat1on, as it currently ex1sts 1n New Jersey,

- _.cannot serve effectively as an instrument for meeting important"‘

~ public goals of mobility, energy conservat1on, air qua11ty, and
- urban rev1ta]1zat10n._ ",v‘_n o L .

“years ago on1y as an 1nterim measure until a Iong-term program cou]d be

developed. It is qrave1v deficient as the basis of a stable and effect1ve e
bus transportat1on network for the State : o

,]The program is a financial morass, with many carriers in poor L
- financial health and continu1ng to threaten discont1nuances of IERE

"‘fiaservice.

vThere are severe adm1n1strat1on burdens because the State con- .
-~ tracts with 22 carriers for operating assistance, leases State-

- owned. buses to 129 carriers, and regulates and coordinates the -
*fares, routes, and scheduies of over 200 carr1ers. .

: _The exastino orooram does not orov1de the means_to_ enforce pol1c1es ,
“of service improvement, service rat1onalxzat1on, adequate ma1ntenance,v

or. better management., R

There are 1nherent conflicts of 1nterest between pr1vate operators fu
who wish to maximize revenues and prof1ts and the interest of the

L pub11c 1n 1ow fares and stable 1evels of serv1ce






v_B.FTHE;CONTINUING NEED FOR A LONG TERM SOLUTION

New Jersey still needs to create a Tong term, stabTe program for provid1ng--

:pub11c,t: nsportat1on services., PubT1c transportatton 1s not Tike some other :
pubHc services, because i ts success depends so fundamenta'l'ly on the long term :‘
;vexpectations that the pub11c has about service qua11ty and stab111ty. The 'v ,
dec1s1on to: use pub11c transportat1on is not made on a day-to~day bas1s Instead,'

'when the commuter makes a Tong term decxsion about where to Ttve and where to. work,v.‘f

that decision generaTTy includes a choice of whether o use an auto or public trans-A’[*”“'

portation for the datTy work tr1p.; Jfg.'*7*" ) |
A potent1a1 pub11c transportat1on user wants assurances that the serv1ce waT
be there for the Tong term, that 1t w111 st111 be convenient and reliabTe, and
that the fares wiTT be acceptable.} Without trust 1n pub11c transportat1on,
| .the commuter w111 choose a residence that 1s dependent on auto transoortation i,.a?f’
’and will. purchase an auto to make the work tr1p L1kew1se, the bus1nessman w111
,choose an- off1ce, commerc1a1 or: 1ndustr1a1 10cat1on wh1ch is totaTTy dependent
on auto and h1ghway transportation, 1f there is no assurance that pubTic trans- ‘T~ _:"”
portat1on wiTT adequateiy serve empToyees and customers.:v,¢f~‘ - R
A stabTe arrangement for deTivery of public transportat1on services w1TT pro—
v1de these assurances that the potentiaT user and the businessman need in order to .
make_dec1sions:1n favorvof pub]ic transportatlon. With a stable program, the »

public*transportation*userdwiTT not faCexthe*prospect of fare 1ncreases‘wh1ch are B

‘greater than’ the Tevel of generaT 1nf1ation, and wiTT not face threets of potent1a1 :ni«

»service d1scont1nuance or servace cuts The user w111 be assured that the veh1c1e |
will be clean and weTT-ma1ntained, and that the air cond1t1on1ng wiTT be operated_
in the summer. The bus1ness commun1ty w111 be assured that 1nvestments 1n areas |

reTxant upon pub]ic transportat1on are sound 1nvestments






C. PUBLIC OWNERSHIP VS PRIVATE ENTERPRISE FACTSEVS ILLUSIONS

_ Public ownersh1p and operation of public transportat1on serv1ces is now the |
norm throughout the wor]d Of 106 urban areas in the United States w1th a popu- EE
1at1on greater than 200 000, only f1ve areas outside New Jersey have pr1vate -
carriers, rather than pub11c agencies, prov1d1ng most public transit services.
Pub11c systems 1n the u. S now carry 91 per cent of the public transportation
passengers, asushown 1n~F]gure 1. sTh1s,is,up from.77‘per cent since 1970 when o
New Jersey's emergenCy'bus.substdy program'first»started,Eandetrom;ss‘per centv
since 1967. The trend toward pubTicvownership has thus been_very'rapidrand‘con—‘
sistent across the country. v' | e v |
Over the past%decade;the‘public rOIe-fn financing,transit‘in Newaersey has
grown dramatically in“bothicapita1 and operating assistance. \PriVate.enterpriSe
control of New_Jersey!s.bus'transit operations~has_been artﬁficially‘preserved
only through large infusions of public funds. The State now provides one-third
of the operattng;costs‘for the-services run by‘the‘carrfers in the assistance
program, W1thout this State ass1stance these serv1ces wh1ch carry 80 per cent of:
New Jersey's bus passengers would come to an 1mmed1ate ha1t F1gure 2 shows “the

proport1on'of passengers carried today-byua351sted.carr1ers.“

State.and~federal”funds;now‘provide7virtua11y 100 pericent otvthe capital cdsts,
-of)bus acquiSition The State owns 1 637 buses wh1ch 1t leases rent free to 129
carriers, whether or not they also rece1ve operat1ng ass1stance This represents o
nearly one-half of the current fleet of buses ava11ab1e for trans1t service 1n the
State, as illustrated in F1gure 3 After the acqu1s1t1on by the State of approx1-
mately 1,000 new buses from among the $120 m1111on ava11ab1e for bus 1mprovements.

. using Transpac funds, a similar number of pr1vate1y-owned buses w111 be ret1red |

from the overa]] fTeet As a result, the State w111 own most of the assets of the

State s bus industry, and there w111 be 1itt1e Xeft of the pr1vate 1nvestment wh1ch
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an operating program must preserve. The question 1n fact, 1s wno should adm1n1s- L

'ter this large 1nvestment of pub]1c funds in the State's bus 1ndustry?

It can be emphat1ca11y stated that pub]ic funds w1]1 continue to be used fbr T

, cap1ta1 1nvestments in. the State s bus system., The reasons for this are quite

B pract1ca1._ It costs much 1ess for New Jersey transit users and taxpayers if

, cap1tal 1nvestments are pub11c rather than private This occurs because the _!e?g,aj}"

' Federal government, through the Urban Mass Transportation Adm1nistration (UMTA),
makes cap1ta1 grants to pay up to 80 per cent of the capita1 costs of buses and
other fac111t1es, if the buses or other facilities are pubTicTy owned This :vv’»'
"means that New Jersey S taxpayers or transit users must put up only 20 per cent
of the funds necessary to purchase pub]zciy-owned buses or other facilit1es.}fi";vd
If on the other hand, a private operator purchases an. addationa? bus or other"‘
 capital fac1lity using his own money, he must recoup his 1nvestment by charg1ng ’
higher fares or by gett1ng h1gher payments of operat1ng ass1stance._ S1nce fedaral
Loperat1ng ass1stance 1s f1xed the extra cest of repay1ng the pr1vate operator
- for his 1nvestment w111 be borne 100 per cent by the New Jersey taxpayer through
1ncreased taxes or by the New Jersey transit user through 1ncreased fares.;_Lt; f'v_ .
is thus one-fifth as cost]y for New Jersey taxpayers or transit users when‘pub11c, -
rather than pr1vate, cap1t31 1s invested fn the State s bus transportation system."
tMoreover, 1t is unth1nkab1e for federal funds which the State now receives for |
-operating assistance to be charged to a private carrier s deprecfation account
| for capital replenishment, since th1s wi]] decrease the valuable federal dollars =
used to support bus operat':ons, whﬂe 'leaving untapped the other federa] funds |

,ava11ab1e for bus rep1acement. Therefore, bas1c considerat1ons of do11ars and o

cents 1nd1cate that public ownersh1p of cap1ta1 assets 1s both desirable and
‘1nevitab1e, because. of the enormous f1nancia1 benef1ts of public ownersh1p to '7 -

 New Jersey s taxpayers and pub11c transportation users. .
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S1nce most recent 1nvestments have been made w1th pub1ic'funds,;the.assets e
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CRITERIA FOR INSTITUTIONAL CHANGE

B In order to repiace the existing unworkabie system of contract assistance now L

| Sprovided to private motor carriers, a ciear and precise articuiation of program SR
' goais and criteria must first be deveioped Stated aiternativeiy, what can the
“vipubiic reasonab]y expect to get in return for its massive investment in pubiic
transportation? As the January 9, 1979 DOT report entitied "New Jersey Motor Bus
_Contract AsSistance.. A ReView and Anaiysis of the Current Program" shows, the ;
current: system has faiied to create a stabie, weii-managed and reiiabie system o
"capabie of meeting pubiic goais and adapting to changing needs and demands., Figure '
. 4 sets forth the criteria against which the performance of a vaiid and deSirabie
~ public transportation system shouid be measured These criteria are basic to the o
success of an institutionai arrangement for the deiivery of pubiic transportation _'
service in New Jersey o ’ '
R | _ FIGURE 4 "
THE IDEAL CRITERIA

- Assure abiiity to increase ridership and re-shape serVice S
- to meet public goals of mobility, air quaiity, energy con-
',servation, and urban reVitaiization;.,\_i o

%—.‘Provide quality serVice in a cost-effective manner o
" et Assure opportunity for intermodai coordination and service
o rationaiization. RS . : Lo .

: -er’Provide pubiic controi over personnei, eqUipment, and S
- facilities at a level commensurate with ‘the degree of pubiic o
financial invoivement. , . L ‘

-;*'Assure responsiveness to the Governor s poiicy direction and
foster c]ose interaction with the other state agencies,i-

| = Recognize and include iocai and regionai interests in the
'transportation deciSion-making process L .

| 'Q-. Assure abiiity to attract “and keep a highiy competent profes-
-~ sional staff to be responsibie for day-to-day operationai
deCiSions.; RO , N
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E. RECOMMENDATION'i THE PUBLIC TRANSIT CORPORATION

, The Departnent of Transportat1on recommends the creat1on of a statew1de pub11c af}"

| 'transportat1on corporat1on to prov1de or arrange for the prov1s1on of qua11ty pub11c _,-’
"‘transportat1on services. }T i i ,fi | |
~ As out11ned in. the report ent1t1ed "Inst1tut1ona1 Arrangements for Public
]}Transportat1on in Some Other States and Urban Areas"; th1s approach is s1m11ar in o
form to the pub11c ownersh1p soTut1ons successfu]Ty 1mp1emented in Mary]and and |
Connecticut. B |
This recommendat1on 1nc1udes the fo]]ow1ng features
1. The. corporat1on wou1d be separate from the Department of Transportat1on
Tland wou]d be governed by a f1ve member board, 1nc1ud1ng two pub11c |
members appo1nted by the Governor and three ex off1c1o members, the
'Comm1ss1oner of Transportat1on ‘who wou]d serve as cha1rman the
Ass1stant Comm1ss1oner for Pub11c Transportat1on and the State
Treasurer. ‘ ; | | _
2. The corporat1on wou]d acqu1re the assets of those private bus carriers |
’ffor whom such action 1s deemed to be 1n the pub11c 1nterest Acqu1s1t1ons'
wou]d be made w1th de11berat1on dur1ng an orderTy process of trans1t1on. |

3.} The corporat1on wou]d be author1zed to contract w1th management compan1es :
for public transportat1on serv1ces operate serv1ces fcontract w1th ,A |
pr1vate carr1ers or contract w1th county agenc1es for serv1ces.

4, One or more pr1vate management compan1es may be h1red to run the opera-
't1ons. Managers woqu be h1red from among ex1st1ng-New Jersey bus
operat1ons, or from eTSewhere. , : : I X |

5. The "corporation wou]d estab11sh a p1an for prompt 1mpTementat1on of |

‘service 1mprovements and cost-reduct1on 1mprovements~_1nc]ud1ng transfers,
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12.
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The corporat1on wou]d subm1t 1ts annua1 operat1ng and cap1ta1 budget tov'

the DOT The Comm1ss1oner sha]] after rev1ew of the budget, subm1t a

14,

.request for appropr1at1ons to the Governor, wh1ch may vary from the

corporataon's budget»request The DOT shall cont1nue to develop 1ong

‘range. trans1t plans and comb1ned trans1t and h1ghway 1mprovement
.proaects 1n cooperat1on w1th the corporat1on, as we]] as cont1nue to e
: regu]ate pr1vate carr1ers not under contract to the corporat1on.

13,

State appropr1at1ons federa1 a551stance, and county contracts will

cont1nue to be the sources from wh1ch financial" support is prov1ded

for pub11c transportat1on. o

In order to achleve t1ght cost contro] and accountab111ty to the Execu-

tive and the Legislature, the.corporat1on s operating budqet sh0u1d"be
submitted in three cost categories support for. ex1st1no serv1ces,

snec1a1 soc1a1 ‘programs, and serv1ce expans1ons
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F. SERVICE AND COST REDUCTION IMPROVEMENTS

By exercising its power to acqu1re bus compan1es when it 1s determined to .be

- in the pub11c 1nterest, the pub11c corporat1on could make 1mmediate service and'
cost-reduct1on 1mprovements in -order to provide better qua1ity serV1ce at’ 1ower'i :
«cost, uslng the best techn1ques from elsewhere in the county. : ‘ '

‘ The serv1ce 1mprovements would 1nc1ude- . '

}-4” Serv1ce rat1onalizat1on - Al] supported bus and ra11 service could be
redesigned 1nto an 1ntegrated and compTementary system, and harmful o |
compet1t1on among supported serv1ces could be e11m1nated ,

- Coord1nat1on of Serv1ces - Serv1ces could be schedu]ed S0 as to ai]ow
:well—ttmed transfers ‘between transit services and so as to minimize
"passenger waiting t1me | 3 R : I |

-; | Coordlnated Market1ng - R1dersh1p cou1d be encouraged through Jjoint state/
reg1ona1/county market1ng programs wh1ch show peop]e how trans1t can
meet their travel needs. o k

- Serv1ce Qua11ty - Buses could be c1eaned and wel] ma1nta1ned driver

o tra1n1ng -and dr1ver courtesy will be 1mproved wherever necessary, and
air cond1t1oners (the largest source of r1der comp1a1nts) will be used

, when needed. ;
-- Serv1ce Re11ab111ty - Re11ab111ty of serv1ces w111 be 1mproved and

- assured because runs_w111 be made in accordance with accurate and well-
| publiciZed scheduTes and breakdowns wf11"be reduced as buses will be
‘ma1nta1ned at a un1form, adequate 1eve1 |

Cost-reduction and management 1mprovements would 1nc1ude'

"i—-'f—Adm1nistrat1ve and Management Eff1ciency - There w111 be sav1ngs from H
| " the e11m1nat1on of dup11cat1ve overhead and administrative expenses.» |
- }Standardzzed,Fare Collection and Account1ng - Fare collection w1]] be

'dconsolidated;andfperformed‘more efficfentlyrin accord:with adeguate

standards of"accounting-anddcohtro].
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-G. COSTS OF OPERATION AND ACQUISITION ,

Comparisons of the costs of operation of public and private bus system around

the country show no significant differences based upon whether the systems are.

publicly or privateiy owned Every bus system has faced the same kinds of cost ,'ia;,'ﬂ -

'increases for fhel, 1nsurance, and wages. Thus, it 1s not surprising that: New
Jersey S private carriers ‘are comparabie 1o the other carriers around the country,

both in terms of their costs today and in terms of how their costs have increased

in recent years.“ However, 1t shouid be noted that two prev1ous stud1e51 2 have .
concluded that pubiic ownership of most bus serv1ces wou1d be Tess expenSive than
the continued subSidy program, because of economies of scaie and. opportunities for
cost-reduction 1mprovements. '_ : | '
Under the recommended pubiic corporation, there wou]d be straightforward
- savings in:costs:due to the eiimination of equipment ‘and garage renta1 fees. 'A]i"'
buses and facilities could be purchased w1th 80 per cent federa1 funds. As addi-
tionai bus assets are acquired over time, additionai opportunities for cost sav1ngs
will arise through service rationaiization, eiimination of dupiicative overhead
| functions, 1mprovement5w1n bus raii‘coordination, and economies of scale 1n.pur- |
cha51ng, fixed costs, and. maJor maintenance functions. The amount of such savings
each year, compared to what the current system wou]d have cost, w111 depend on the

degree and speed of implementation of acqu151tions and cost-sav1ng improvements.

The existing level of serv1ces cou]d however, be prov1ded at lower costs under

the recommended system than under the existing program.‘

As discussed in: section B, the costs of acquiring the phy51ca1 assets of a11 ‘
the subsidized carriers would be very Tow == perhaps Tess than one-month's State

subsidy. ,Since,acquisition-of‘ali,such carriers 1s‘not»contemp1ated in the very

']Buses - Crisis and Response, New Jersey Department of Transportation, 1969

2System Design Concepts, Inc., and Simpson & Curtin (Division of Booz, Allen, ‘Hami 1ton,

tion in New
Inc.) Final Recommendations: Organization and Finance of Public Transporta
Jersey, prepared for the New Jersey Department of Transportation, October 1976




short term, even this

Tow level of capital expendifUre may not be required.

Therefore, the tota] costs to New Jersey would be 1ower under the recommended

_program, for the same

level of serv1ces, than the costs of the current system.
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, H. SUMMARY

f o == Facts about. the pub11c ownersh1p vs. pr1vate enterpr1se 1ssue

f“Pr1vate enterprISe in pub11c transportat1on has v1rtua11y
»1d1sappeared around ‘the world. . ,

”7The bulk: of New' Jersey's private bus system cou]d not operate

'.31.w1thout pub]ic funds.

't'E1ghty per. cent of New Jersey s bus passengers are carr1ed by -

B subs1d1zed carr1ers. o

?State and federal funds prov1de at 1east one-third of the tota1

-~ operating costs of subs1d1zed carriers.

t-State and federaI resources will. soon provide v1rtua11y 100 per
cent of the capital costs for buses. By 1981, it is projected

that the State wil] own" approx1mate1y 80 per cent of the bus

]_ f1eet.-

-

" The value of the ‘remaining capital assets of the subsidized bus.'_,'”
-carriers 'is about one-half the State's yearly subsidy to the

= ~carriers, . Acquisition of those capital assets, considering 80 -
.per cent federal funding would require State funding equivalent .

to one-month's subsidy

- A new 1nst1tut1ona1 arrangement is needed for prov1d1ng pub11c transportation
in New Jersey, and it shou]d meet these cr1ter1a. :

Assure ab111ty to 1ncrease ridersh1p and re-shape service to '

~ meet.public goals of mob111ty, air-quality, energy conservat1on,

and urban- rev1ta1izat1on

VProvide qua11ty serv1ce’1n aVCOSt#effective manner.

Assure Opportun1ty for 1ntermoda1 -coordination and serv1ce

~rationalization.

Provide pub11c contro] over personneT, equ1pment, and facilities
at a-level commensurate w1th the degree of pub11c f1nanc1a1 1nvo]ve-
ment. , :

fAssure~respOnsivene§scto-the Governor‘s po]icy'direction and foster
~c105e”interaction with the other'state agencies‘ :

cRecogn1ze and include: local and regional 1nterests in the trans-
portat1on decis1on-mak1ng process. .

Assure ability to attract and keep a h1gh1y competent profess1ona1

‘xstaff to be responsible for day-to-day operat1onal dec1s1ons.



"
W

 ‘Evaluation of the opt1onsﬁava11ab1e to. 1mprove New JerSey s bus system
- indicates that the publi¢ transportation corporat1on can best meet the =
‘;.cr1ter1a for as 1ut1on to the pr11c transportat1on needs of New Jersey S

,_y ;;:* P o
corporation shou]d be created w1th a.
- separat Board of D1rectors.~,p. '!wr,_ R :

o : orat1on should. acquire the”bus and rail assets of the IS
. COA and| the assets of the subsid1zed’and unsubsidized private
- *11:?carriers whose acquis1tlon is deemed

e B
- The boavd of the corporat1on shou1d ﬁnclude the Comm1ss1oner, the ,
. Assistant Commissioner for Public Trapsportat1on, the Treasurer, ‘

- and two other members appo1nted by the: Governor :

Cee 'Thescor»orat1on could contract for thL provis1on of pub]ic trans--
portation services w1thlpr1vate management firms or county agencies,
or could operate bus service d1rect1y;0r could contract with -
unacqu1red prof1tab1e or unprof1tab1e4carr1ers Acquisitions

-~ deemed to be in the pub]1c interest will be carried out during an:

~orderly|process of transition.

T contract with ra11 carr1ers for servmces. -

~Some pr1vate bus carr1ers, both subs1d1zed and unsubs1d1zed wou]d
c0nt1nue to operate, Unsubs1d1zed carriers would be sub1ect to

e

to be in the pub]ic intereSt. e

The corporat1on cou]d operate or L

. regulation by the ICC or the DOT, and‘wou]d receive continued capital ‘

-assistance.  Mercer County may, at 1oca1 Opt1on, continue to -

- operate 3 '

its’ own services w1th State supoort

L

- By conso]1dat1ng funct1ons and rat1ona11z1ng serv1ces, the pub11c
- corporation will' provide existing sery1ces ‘at better quality,

~ within a similar or smaller budget 1eye1 than would have been- =
_requ1red by the current fragmented system to prov1de the ex1st1ng e

,serv1ce 1eve1s. | - _1

In order to 1ocate dec1s1ons on serv1ce close to the needs for ser-

;egiona] operating divisions should be established for North

~ and South Jersey, and local off1c1a15‘shou1d be encouraged to par-.
- ticipate act1ve]y in the p]ann1ng of\pub11c transportat1on service

ﬂThe coUnties may contract w1th the corporat1on for services in addi-’

~_tion to those existing today, or may operate or contract with other
carriers for additional services wh1ch\are not in compet1tion w1th
_the corporation. . S

|

‘The DOT
~ tal and

" continue

~ poration.

i11 maintain bu
operating expend
to: reguI ate pr1

dgetary contro
itures, will. d
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o long-term planning, and will

not under contract to the cor-



- In order to ach1eve tight cost contr01 and accountab111ty to the .
" Executive and the. Leg1s1ature, the corporation's budget should be:
divided into three: cost categor1es' support for. exist1ng services,
special socia] programs, and serv1ce expansions. : 5

e hThe corporat1on act1ng w1th the ,uthor1ty to acqu1re bus compan1es in
~ the public interest could establish-a plan for prompt 1mp1ementat1on
~of service -and cost reduction 1mprovements including transfers,

__coordination of ‘services, service rationalization, coordinated market- S

‘f ing, consolidation of maintenance and support functions, better fleet
"ass1gnment and 1mprovements in management procedures. :

1..cmmusma B e I ; SR RN
The ten year history of the State bus subs1dy program is a case of a

limited and temporary expedient being applied to an increasingly complex and leng-'nfi“ o

term problem. The fact is that virtually no one defends the present system. - For

- most bus lines, the notion of a private free market is fiction. Operating losses - ; 5
are p1cked up by the State, and cap1ta1 1mprovements 1nc1ud1ng new buses are nearly e

100 per cent publiciy f1nanced

In rea11ty, ‘the State already serves as - the party responsbee fbr the

 buses. Both those who ride the buses and the taxpayers ‘who help support ‘them look

to the State government for accountability about service and cost. ~Yet, under the

- present subsidy program, the State in fact lacks the day to day oversight to respond o
to public complaints and needs. The systems are financially supported by a different RPN

group of officials from those private managers who actually run the lines. Thus, 1t
seems. no one: is accountab]e for what happens - an unacceptabie arrangement.-_

E1sewhere, across the nat1on, ‘the response to these c1rcumstances has

been the creat1on of a public agency with direct responsibility for bus transporta~7.

tion. The public agency then selects qualified managers, either public or private,
who are fully accountable for assuring that bus services support important public
goals. Rather than patch-up the present system wh1ch isn t work1ng, the: t1me has o
come for New Jersey to take this action. ' . o . .

The recommendat1on for a pub11c corporat1on is a recogn1t1on of present
rea11t1es about the bus business in New dJersey. - The arrangement would place opera-

tional management responsibility in the same agency that has the fiscal respons1b111ty,f,° g

This would be a return to sound business principles that apply to either private or
public sector services. It offers New Jerseyans the best chance for an 1mproved

‘and effic1ent bus system..






