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State TransportationCoII11llissioner :Louis J. Gambaccin.i tbl;iay recotilm.ende~ 

that· the State create a public transit corporation with the ability tb acquire 

bus companies when it is deemed to be in the pµblic interest, to operate 

service directly or through contract withprivateprofessiofial transit managers, 

and.to provide some financialassistat1ce to private carriers. 

The public corporation would teplace the Commuter Operating .A,.gency. (COA) 

and its much criticized $50 million /a year· su1'sicly program fc,r private bus 

carriers. the corporationwo"Uld receive funds through the State Appropriation 

process and from the federal government as is Presently the .case. 

''New Jersey desperately needs to stabilize and improve its bus system. 
. ·, '· . 

We need to to reduce congestion and pollution on our overburdened roads, 

to give citizens a reasonable alt.emative to the ever-rbiig cost of 

gasoline, and. to assure .mobility for the elderJ.y and poor who are without 

cars and have no choice,'' said the Commissioner. 
. . 

''The e~isting system of paying private carriers with virtually no 

public control over the quality o.f service hasn't met the need in a 

decade, and there is no reason to .believe it evel:' can, although. it will · 

require more and more public doll.a.rs. •. Without public support, 1more than 

80%' of the bus transportation in the state would shut down. · If we are 

go:ing to contim~e to $U:pport bus service .. -'-- and we should -- thire must 
. . 

be corresponding control to ensure quality service for taxpayers and 

riders." 

- more -
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The semi-a.µtonomous·public corporation -- N.J. Transit -- which would have 

a five member Board of Directors, including two public members appointed by 

the Governor,· and the Commis.sioner of Transportation, the Assistant Commissioner 

for Public:: ·Transportation, and the State Tr~asur.er. The corporation would 

establish two .operating .regions, for North Jersey and South Jersey. A Cit,izen's 

Advisory Committee would be created in each region to insure public participation 

in planning and me_eting · the region's transit needs. 

The recommendation is the culmination of a series of NJDOT studies of: 

* the 10--year-old bus subsidy program which was found to be both 

a costly and ineffective way 0£ providing efficient high quality 

bus transit in the State. 

* the performance of the largest private carrier in the subsidy 

program, Transport of New Jersey (TIU), compared t.o large publicly-

owned systems around the country, which indicated that overall TNJ 

is comparable, although it is $Ubstantially inferior in terms of 

ridership growth. 

the p.u:blic institutional arrangements used by some other states 

and regions in the country, which indicated that the. best operation 

is achieved by placing ownership, f inaI1,cial responsibili.ty a:nd 

operating responsibilities in the same structure. · (New Jersey and 

New Orleans are the only major urban .. areas that do not own their 

major bus carriers and provide service solely through contracts 

with private carriers.) 

INNJ 





.... _:The·c~~o~~t:io~sholill ~cquir~ ··the· b~s arid.rail"ass,ets' .of the. 
·-•·- COA. ~nd' the, asset$' of . the subsidized_-•and unstil:>$idized -privat~ . 

cartif!r:S ~hose ;~cq~isiti~n i~ dee'.Jn~d to 'be in the public lnteres.t . 

.,,...,.. - Cost of acqtiis;i.tiori :Ls eligible for 80% fundiiig iro1)i .the federal 
Urban Hass Tran.Sp<:>r'l;:ation A.dmin,istra,tion (:UMTA) • .As a point of 

__ reference, the total,ivalue o~ t>hysical assets (buses, gat:ages, , 
machinery and -.equ;lpment) .. o.f· the;·22·sub·si<U,zed private carriers 

\iS $23~l millioti•~ $tate .funds. 'required. !f tfoase- .assets .wer~ -to_ - ' 
__ ~e pqr,chased with fecleral .fun,ds(j ~o.uld-be" $4~1 million,. less -

·----· 

· · than.·the. monthly cos.t :of the ;c-urrent subsidy program. Actual.__: 
accq•u:i.sit;lo:n cost;s w-a~l4 involve carrier J.iabilities, such as · · 
TNJ's substant:£,al pension obligation, :would reduce acquisition 

-- costs. While ·poss:tbte consideration. of intangible assets -of 
carriers could also· ~lte:r acqui,sition -costs,. --- ·-

.The corporatton :could- contract for the provision of public trans- -
portatio.n services with prtvate management firms or county agencies, 
or could operate bus service directly- er could contract with 
unacquired p-rof'itable or unprofitable carriers. Acquisitions ._ 
deemed to be in the public, interest will be carried out during, an 
orderly proce~s ·of transition~· the corporation could operate gr 
contrac:t, •-with rail c~ttiers for servi~s. · · · · , 

-- .Sor.1e prfvat~ .btls carr:1ers~ ~oth--·subsidized and-unsubsidized, wo,tild --
continue to operate. Vnsubsidtzed carriers would be suh.iect to -
regulation :by the ICC or the, 00i~ and would receive continuP.d ca~ital 

. ass ts ta nee._ ME!rcer County may, at local option, continue to · 
operata lts own: services wi:th St~tP. support~ _ · , _ - - · -

-- . By· conso1idat1-ng functiQns and rationalizfng servic;es, the pubHc. __ ----
ctirporation will provide .existing se:tvices, at better <fuality, · -
within a si~ilar or smaller budget level than would· have been 
required by the tijrrent fragmented system to provide the .existing 
service l~vels. · · 

-- In <irder to locate decisions on service close -to the needs -for ser• 
vi~s, regional ·operating didsioris shouldbe establt~hed_for N:orth 

.and South Jersey, -,alid -local_ officials should be · encouraged to p~r- -
ti.ci.pate actively in '.th•·p1an.ning -of public transporta·tion service, · 
improvements. · · · 

Th1:f counties may_ contract with the corporation for s~rvi ces -in -addi -
· tion to those existing today, o'r may .oper~te .:or contract with other . 
carriers fo-r addi ttorial services whi~h are not i ri ccmpeti ti on -w1 th --
·the •Corporation.. . ....... · . . ---_ •.• ·--•· . . . . . . _-_ . . . . . . . . . . 

-- The DOT :will maintain bucig~tary.'control over the corporation Is' capi .. ; . 
tal and operating expenditures, wi:11 do long-terin planning, and will 

· .continue to regulate.private.,earrters ·no.t .under contract .to the cor-
-poration. -• · · · 

.,,· ,. 
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In order to achieve tight cost control ancl accountability to the 
Executive and the Legis1 ature, the corp.or:ation:ls budget should be 
divided into three cost categories: support for existing services; 
special social programs; and service expansions. 

. . ' . - -

· The· corporation ·acting with the a~thorityto acquire bus ·c;;ompanies in 
· the publ i.c interest could establish a plan for prompt implementatio!'l 
of se.rvice and cost reduction improvements including transfers, . · 
coordination of services, service ra,tfona1ization, coordinated market-
ing, consolidation of maintenance and support functions, better fleet 
assignment and improvements il"I management procedures~ 

A copy of the report is attacheq.. 
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A. SUMMARY ()f PROBLEMS 'WlTH. THE EXl.STlNG SYSTEM 

· The January 9, l979 DOT report, ••~ew Jersey Motor Bus Assistance: A Review 
and Analysis of ,the Current Program", concluded that: 

..,_ -· ln spite of mass-iv~ public investments in capital and operating aJsistance __ 
<luring the past decade:, the existing bus system in New Jersey. has failed to-
increase ridership, ,stal:>tlize fares,. and substantially rationalize and · 
improve ._services : · · · 

. . 

.... The contract assistance program has grown from $U.5 million 
in Fiscal Year 1970' to $49.9 million in Fiscal Year 1978. _ . 

New Jersey's. carriers decreased service, particularly ln inner 
city .areas;. and increased fares before joining the voluntary 
assistance program •. 

New. Jersey's. remalni.ng bus trips are :now mostly long distance., _ 
reflecte~ in an average New Jersey fare of- 70¢, which is over 
twice as high as the average fa·re ·in the rest of the country • 

.... Nationwide, the number 'Of bus._ passengers __ has_ increas,4 ll per 
cent sin·ce 1970, while in New Jersey, r'idership has fallen by 
41 per cent during the same· period. 

,. .. ' . 

Service deficiencies and lack of5ervice co6rdination still 
exist, making it difficu.1 t for the Pl.!blie to use .pcibllc trans-

. portatlon. · 

-- Public tr,msportat-ion, as ft currently exists in New Jers.ey., 
cannot serye effe~ti vely as an instrument for meeting. important 
public goals of mobility, energy conservation, air quality,. and 
urban revitalization. · · 

-· The program of state assistance to private owner-operators was destgned ten 
years ago only as an interim measure until ·a 1ong-tenn. program could ':be. ___ . . 
·d~v~loped. It fs gravel.v deficient as the .. basi.s .of a stable and effe·ctfve · 
bus transportation network for the State: 

-- The pro~ram is a financial morass, with_ many car.riers ln .p·oor 
ftnan.cial heal th and continuing to threaten discontinuances of 

- service. · 

There are severe administration burdens because the State con-
tracts with 22 carriers for operr,.ti.ng assistance, leases State-
owned buses to 129 carriers, and regulates and coordinates the 
fares, routes., and scheciu:les of ove·r 200 carriers e 

.... Ji1~ __ exi.sting ,program ~oes nQt· provicte thca __ means ___ to __ _enforee pol.ides 
of, service improvem~nt, servi.ce rationalization, adequate _maintenance, 
or better man~gement.~ · · 

There are inherent>conflicts of interest_b.etween_private operators 
who wish to maximize revenues and profits. and the interest of the 
public in low far.es and stable levels of service. 





R. THE.CONTINUING .NEED; FORA.LONG TERM SOLUTlON 

New Jersey still ·needs to crea;te a long tenn, stable prog.ram for providing 

public trctnsportation services. Public transportation is hot like some other 

public ·services,. because its· ·success. depends so fundame.ntally on the long term 
- .. · . - ·. . ' .' . . .'. . 

expectations ·that the public has about service quality and stability. The 

decision to.use public transportation is not made on a day-to ... day basis. Instead, 

when the commuter ·makes a long tenn decision about where to live and where to .work, 

that ·decision generally inelude.s a choice Qf whether to use an auto or public trans- · 

portation for the .daily work trip. 

A p:c:>tential public transportation user wants assurances that the servic!! · wiH 

be there for :the -long term, that it will still be convenient and reliable, and 

that the fares will be acceptable. WithoUt trust in public transportation, 

the commu•terwi l1 ehoose a residence that is dependent on auto transportation 

and will purchase an auto to make the work trip. Likewise, the businessman will 

choose an,office,. commercial, or industrial location which is totally dependent 

on auto and highway transportati.on, tf there is no assurance that pub1 ic trans ... 

portation will adequate1y serve employees and customers. 

A 'stable at-rarlgement for delivery of public transportation services will pro;.;. 

vide thes.e as'sUrances that the potential user and the businessman need in ord.er to 

make decisions in favor of public transportation. With a stable p.rogra111, the 

public transportation ,user will not face the prospect of fare increases which are 

greater than .the level of general inflation, and will not face threats of potential 

servi,ce discontinuance or service cuts. The user will be assured that the vehicle 

will be clean and well-maintained, and that the air conditioning will be operated 

in the su111mer. The business conmunity will be assu,red that investments in areas 

reliant upon public transp·ortatlon are sound investments. 





C. PUBLIC OWNERSHIP VS. PtUVATE ENTERPRISE:. FACTS VS. ILLUSIONS 

Public ownership and op.eration of,publi•c transportation services is now the 

nonn throlighou.t the world. Of l06 urban arceas in the Urdted States with a popu-
.. . 

latfon greater than 200.,000, only five areas outside New Je.rsey have private 

carriers., rather than public agencies, providing most public transit services. 

Public .systems in the .U.S. now car,ey 91 per cent of the p·ublic transportation . 

passengers, as shown in Figure 1: This is up .from 77 per cent since 1970 when 

New Jersey·•s emergency bus subsi,dy program first started, and from 58 per cent 

since 1967. The trend toward p"µblic ownership has thus been very rapid and con ... 

sistent across the country. 

Over the past -decade the public role- in financing transit in New Jersey has 

· grown dramatically in both capital and ope.rating assistance. Private enterprise 

control of New Jersey's bus transit operations has been artificially preserved 

only through large infusions of public funds. The State now provides one-third 

of the operating costs for the services run by the carri.ers in: the assistanc:e 

program. Without this State assistance, these services which ,carry 80 per cent of 

New Jersey's bus passengers would come to an immediat:e halt. Figure 2 shows the 

proportion of passenger·s carried today by assisted carriers. 

State and federal funds now provide -virtually 100 pe/ cent of the capital co.sts 
) 

of bus acquisition. The State owns l,637 buses which it leases rent free to l29 

carriers, wheth~r or not they also receive operating assistance. This represents 

nearly one-half of the current fleet of buses available for transit service in the 

State, as illustrated in Figure 3. After .the acquisition by the State of approxi• 

mately 1,000 new buses from among the $l20<mi11ion available for bus improvements 

using Transpac funds, a simila-r number of privately-owned buses will be retired 

from the overall fleet. As. a result, the State will own most of the assets of the 

State's bus industry, and th.ere wi1l be little left of the private investment which 
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an operating program must preserve. Ttte question in fact, is who should achninis--

~r ·t11is larg~ .iJlV~~1:ntfqtof p1.1blic··fynds tn the··Sta.te's bus industry? 

It can be emphatically statecl that public .funds Will conti,nue to be used for 
. . . . 

capital fnves1;ments in•.the State's bus system; The reasons for t~is are quite · 

practical. It costs muc_h less for New Jersey transit users and;taxpayers if 
capital . investments .are .public rather than private. This occurs because the 

. . . ,, 

Federal·. government, .. thr,ough. the Urban··Ma:ss transportation Administration• (UMTA)., 
. : ' ' .. • . 

makes capital grants to pay 1.1p to 80 per cent. of the capital costs of buses and. 
. . 

other facilities, if the buses or other facilities are pub1ic1y 'Owned. This . . 

means that New Jersey's taxpayers or transit users must put up only 20 per cent 

of the funds necessary to purchase publicly-owned buses or other fadlities •.. 

If, on .the other hand, a private' operator purchases ah additfonal bl.IS or other . 

capital facility usj:ng his own money, he must recoup Ms tnvestment by charging 

higher fares or by getting hi.gher payments of OIYerating assistance. · Since federal 

operating assistance is fixed, ·the extra cost of repaying the .private operator 

for his investment will be borne 100 per .cent ·by the New Jersey taxpayer through 

increased taxes or by the •New Jersey transit user through increased fares. lt 

is thus one.;;fifth as co·stl.Y for. New Jersey t~xpayers or transtt use.rs when public, 

rather than private, capital ls invested in the St~te's bus transportation system. 

Moreover, it is Unthinkab1e fo·r federal funds wMch the State now Y-eceives for 
. ' . . . 

operating assistance .. to be charged to a private c:arrier's ... d.eP.· rec:fation ac. count . . ,, . . 

for· capital replenishment, since thi,s Will ,,dec-rease the valuable federal dollars 

used to support bus -operations, _while 1 eaving untapped the .other federal funds 

available for bus replacement. There.fore, basic considerations of dollars and .. . .,_ ' . . ' ' . ,' ' ' ' ' '_..,_ ... _ ........ 
. . . 

cents indicate tha.t pub'lic Qwnership of ca.pftal asse:ts fs both desirable and 
. . . 

inevitable, because. of the enormous fi'nancla 1 benefits of public ownership to 

New Jersey's taxpayers and p1,1blic tr~nspartatton users. 
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Since most recent investments hav~ been made with .public funds, the assets 

of ther:p;rivate carrie s have been dec~easing. rapidil~:. Therefore, the acquisition 
I .'. i I 

of the private Carrie s would not be ~ostly. : The tbtal physical assets of 
. I , , . 

those carriers in the subsidy programj are valued. a;t Jess than half the current 

yearly. subsidies. Re ,ent figures ·inc~uded in cariier reports to the Board of 

~ublic Utilities and,tecent estimates I of bus valuat]ions by the NJDOT Bus Bureau 

place the total physi··I! al as. s:.et.• of al r SU. bs1di zed F·. rr. ri ers a. t abo.· ut. $23. 7 mil.1 io. n. 
Thus, even if the current physica~ assets of a\1Jl!subsidized carriers were 

acquired with 80 per ent fed~ral assrstance, the F!~~te share of that cost could 

be around $4.7···mi11io.~
1

. This is the.~quival.e.nt off.~.~e.month's worth of exp.endi-
' 1 1d . 

tures. n. ecessary to kelp. th. e .c4,rrent s~. bsidy prog. ram.: ~oing. Carrier liabilities. 
such as TNJ's substan ial past pension obligations; cbuld reduce the costs of 

i I .· I I 

acquisition, while cq sid.~rations of 1ntangible asf~.tl s could also alter costs. 
I I However,, this is price to pay
1 
to gain contrp~ over somE!.~hing a? impo~tant 

. .· . , I 

·to New Jersey's futur as its bus tra.h. sportation SY .. ~. ti em. When viewed reasonab_ly, 
• I I. 

there is no real iss~ ofwhether the assets relat~~I to publicly supporteq bus 
I . ' I I I ' 

transportation should be owneo by the public or by private enterprise. 
I I 

I 



0. CRITERIA FOR INSTITUTIONAL .CHANGE 

In order to rep1ace the existing unworkable system of contrcict assi stcinC~ now 

provided to private motor carriers, a clear and precise articulation pf 'program 

goals and criteria.m~st first be devel9ped. ·Stated alternatively, what -can the 

public reasonably .expect to get in return for its massive tnvestment in public 

transportation? As the January 9, 1979 DOT report en~it1ed "New .Jersey Motor Bus 

Contract Assistance: A .Revjew and Analysis of the .Current .Program" s.hows, the 

current system has failed to create a stable, well-managed and .reliable system 

capable of meeting public goals and adapting to changing needs and demands~ Figure 

4 sets forth the criteria against which the performance of a valid and desirable 

public transportation system should be measured. These criteria :are .basic to the 

success of an institutional arrangement for the delivery of public transportation 

service in New Je.rs.ey. 

FIGURE.A 

THE lDEAL.CRitERIA 
Assure ability to increase ridership and re~shape service 
to meet public goals of mobility, air quality,:en.ergy con-
servation, and urban revitalization. 

-- Provide qua.l ity service in, a to$t~effective manner. 

Assure opportunity for intermodal ·coordination and service 
rationalization. 

Provide public control Qver personnel,, equipment, and 
facilities at a 1 eve1 c.ommensurate with the degree of public 
financial involvement. 

Assure resporisi.veness to the Governor's policy direction and 
foster close interaction with the other state ~gencies. 

Recognize and i,nclude local and regional interests in the 
transportation decision-maki11gprocess. 

-- Assure ability to attract -and keep a highly competent profes-
sional staff to be responsible for day-to-day operational 
decisions. 





E. RECOMMENDATION: THE PUBLIC TRANSIT CORPORATION 
. . . . 

The Department .of Transportation rE!commE!pds. ~t,e CreatiQR 9f a statewi.de publ i~ 

transportation corporation to p·rovide or arrange.·for the provision of quality public _ 

transportation services. 

As outlined ln the report entitled ''Institutional Arrangements for Public 
• • - • • • ,. _. < ' , 

Transportation in Some Other States ~nd Urban Areas", this approach is similar in 

form to the public ownership. solutions suceessfully implemented in Maryland and 

Connecticut. 

This recommendation inc:ludes .the folJ,owing·features: 

1. The corporation would be separate from the Department of transportation 

. and would be governed by a five q1ember board, includi,ng two public 

members appointed by the Governor and three ~'< offiCfo members, the 

Commtssioner of Transportation, Who-would. serve a.s· chairman, the 

Assistant Commissioner for Public Transportation and the State 

Treasurer. 
• i • • 

2~ · The corporation would acquire the assets ofthose private bus carriers 

· for whom such action is deemed to be iJr the public interest. Ac,quisitions 
i. 

would. be made with de1 fberatton durfog. an or-derly proce.ss of transi ti'on. 

3. The corporation woUld be authorized.to contract with management companies 

for public.·transpor-tat,on servi.ces, operate services, contract .with 

p.rivate carriers, or contract with county agencies for services. 

4. One or more .private management companies may be hired to run the opera-
. ' 

tions. Managers Would be hired from among existing New J.ersey bus 

operations, or from elsewhere. 

5. The ·corporation would establ fsh a plan for prompt implementatton of 

service improvements and cost.;.r~ductiori impfovements · focl uding transfers, 
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coordination of services, se)rvice ration~lii!zation, coordinated marketing, . 
. ' i ',_' 

ofmaintenancef and overhea~ ifiunctions, better fleet assign-
' I i I 1 

· . ment, and im . ro'(ements in ma)nagement proceQures .. 
. . . I I i i 

. . . .. . . . .. '.... . . . . 1·, • 
6. By consol i daling functions a:hd rationalizi1n;g services., the public 

corporation· jl l pro yi de • ~';,1~ti ng se rvic~ ,I t better q ua11ty and Wi th 

fewer costs, than would havel been require~ ito provide existing service 
I : I : 
I I i I 

levels thro~ h the. current f
1

ragmented sy~lef. 

7. Some privat~ bus carriers, brth subsidize1 ~nd unsubsidized, would 

continue to; perate. Unsubs['dized carriej~si would remain subject to 

regulat1.·on·~1.·.· the.·· .r·c.~·· .. o.r··. the D.OT, and wo~1.{continue.· to receive capital 
assistance.: Mercer metro ma, , at local oi*~on, continue to operate 

' . , . . · I . ' I ·· . . . 1 - · 

; ts own sery ces: with State supp?rt. ! I l 

8. The self regulating!,[ ~s far as fares and service 

1 eve ls are c ncerned, for ser\,,i ces· i toperla'.t~s or su·pports. 
' .' I .. . . i ! I . 

It shall als have the authority to apply: 'for and receive federal funds. 
I ; I I 

9. Regional operati•ng divisionslwould be estiabjished, in order to locate 
· . I · · i I i 

ions close to tl1i
1
.e users. The~~ divisions, as 
' . I ' I . . 

well as any!. rivate managemetit firms with/ ¼horn the corporation contracts, I I I . . . . . • 
,_ : ' ··.i '· : 

will consuH clos.ely with ~dyisory groups: 1bfmposed of county and 

munic'ipal of icials who will] be encouraged 1 ~o assist tn the planning and 

marketing of service improverentg. I · 1 

i ,, . . i · .. • 

10. Counties may contract wtth the corporation for services in addition 
• . . : · .... ··· .. · .. ·. . I .... · .· ! . I ., . • 

to those exi tin;g today, or may run, or cb
1 
tract with others, for serv, ces 

which are no in competition with the cor~~~ation •. 
; I 

.. 11. . Employees of the acquired companies, andb~her staff, would become 
. j ! ; ! 

employees of the, corporation! or of the pr:t~~te management firm or firms, · 
C . . ' I I 

-.! ! ! I 

and in any e.le• nt will be exempt from ci vi~. i ~ervi ce. 
I i r I 

' ' I I I I . . . . I 
. I 



12. The corporation ,would submit its annual operating and capital .budget to 

the DOT.· The Commissioner shall, after review pf the budget, submit a 

request for ,;appropriations to the (;overnor, which may vary from the 

corporation's budget request~ The DOT _shal 1 continue to develop long 

range transit plans· and combined transit and highway improvement 
• - , , I 

. . ·. . .. 

projects in cooperation With the corporation, as well as continue to 

regulate private carriers n.ot unc:ler contract to the corporation. 

13. · State appropriations, federal as.sistance, and county contracts will 

continue to be the sources from which financial supper~ i~ providE;?d 

for public t·ran~portatlon. 
. . . 

14e In order to ac:hi eve tight co~t control aml accountability to the Execu ... 

tive and the Legislature, th.e corporation's operatinq bucl:qet should he 

submitted tn three cost categories: s,upport for .extstinq services, 

special .s.od,al·-programs, and service expansions. 
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i i 
i I 

nization was deistgned to be~{!meet the ideal criteria •. The. 

public transit corpor tion, armed wi~h the power -tld acquire assets related to bus 
I •.... . I i ! ' 

· transit, . I ! 1 

. 1 · i I 
-- provides a ta~le insti:l:utirnal structu~Jl through which public policies 

c:an be carr~ ed .out effectively in order :~o! improve mobfl ity, conserve 

energy, enh nee air qualitiand revitauiJe: New Jerseyis urban areas~ 

will provid quality servic~· in a cost-e[~1fiective manner, by eliminating 

duplicati'/i fu~ctiOJis, sel+ing and r..i!J~fng the moSt effeCtive mana-

ge~s ~nd berg subj~cted tel the rigorous! 1Efecutive-Legtslative appro-
pr1at,ons p ocess. · 1 , · 

- · r · .1 1· 

will be ab1 to1 rationalize bus servicesi, toordinate bus and rail services : . ·•. ·. .. • i I 

and., ·.w.ith··· t e Coo.mis .. ·.s~one.· r ~. f ·.Tra· .. nsp~. rtaf .. ~~r. n a. s. chai nn.· an, cooperate with 
DOT on comb ned: transit andf h,ghway ,mprb ements. . 

. . I . ! . : . . . . . . 

wtll be able to select manageme.nts and as~ute public control over opera-

tions commelsurate With conlinued substa~t1. ~al public financial investments. 
· ·. · . . 1 I I . -

will have a board cQ111position which willi lssure that decisions on public : . . . I .· i 11 

transportat .. 10.n will.be we ... 11
1
, integrated W~f~ other state policies and 

that i nte rdJ partmen ta 1 convm:mi ca ti on can! be fostered • 
! · I I I 

will be res onsive to county, local and p~~lic interests through its public 
• . •. · . 1 · . i \. 1· .. . 

board memb~ s and re;gional ~perating divrHons. 
. . · 1 .. ·· · I . ·• . · · i i 1. .· . · will be ab1,.·. to, attr1act andi

1
keep competent: .. professional staff, can select 

I · . i I 

from among i 1lhe best :of p ri V, te mana QeJl!ell t I 1a pab i 1 i ti es • and can make Com-

pe tent prof,1ssional manager~ accountable\}~ the corporation for providing 

effective d y-by .. daymanage~ent expertis~J 
I i 

I i I 
' ! ' 



Fe SERVICE AND COST -REDllCTlON- IMPROVEMENTS 
. . - . ' ...... , .. ' - ', ' '. ,' ':- '_. -· . _._, __ <,• ' ' . ' .· ·- . . 

By exerci·sitig lts power to.acquire bu.s companies when lt is determined to be 
. '• ' .- . -

· in the ,public inter.est·, the public corpora ti-on could make. ih111edlate service and .. 

cost-reduction improvements Jn order to provide better quality service at ·1ower ·. 

cost, using the best techniques from elsewhere in the county. 

The service improvements would include: 

· Service rationa1Jzati.on --All supported bus and rail service cauld be 

redesigned into an integra.ted and complementary system, and harmfUl 

competition among supported services ~ould be elimin~ted. 

-- Co,ordination of $ervices - Services could be scheduled so as to aHow , , ,•• .. -·:· •'·'." _,. '_. -_ -·,.·, ' : ·; .-- ... - .. -· " ·c . 

we.11-timed transfers between transit services and so as to miniJnize 

passenger waiting time. 

:coordinated Marketing .. Ridership c~uld ·be· encouraged through Joint state/ 

regional/countymarketing programs which show people how transit can 

meet their travel n~ds. . 

Service Quality - Buses could be cleaned and well maintained, driv.er 

training and drive.r courtesy will be improved wherever necess~ry, and 

air conditioners (the largest source of rider complaints} will be used 

when needed~ 
Service Reliability - .Reliability of services<wll1 be improved and 

assured because runs will be made i,n a•ccordance with accurate and well--

publicized schedules· and breakdowns will be. reduced as buses will be 

maintained at a uniform, adequate level. 

Cast-reduction and management··improvements would include: 
' - -• ------·- -· -···· 

-- Administrative. a-nd·Management .Efficiency - There will be savings fram. 1: 

· the eHminatton of duplfcat:ive overhead and administrative expenses. 

-- Standardized Fare Collection and Accounting - Fare collection will .be 

consolidated and perfonned more efficiently in accord with adequate 

standards of accounting and ... control. 
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. . 1 .. / Maintenance Consolidation - Maintenance ;c;an be performed at lower 
. . . I 

unit cost a 1 d with consistently high quall!ity by consolidating maintenance I . ·. I ·. . : ! : • 

functions af· those faciliti~s and under jthose staffs with proven superior 
! i ! I 

capabilitie!° . . ·· . I ; I 1 

· Modern CostiSa~:i~g Methods r·Efficient dpfa processing techniques can be 

applied to iany functions, jncluding accpu~ting and scheduling of man-

power and e[uip~ent. 
1 

Management. kills - Special skills can be·pooled and the most effective 

managers be util1i zed to improve over~ performance. 

: I 

ii 



1. 

,. 

· G. COSTS OF OPERAttON AND.ACQUISITION 

Comparisons of the cpsts of operation of public and private bus system around . . . ' . 

the country show no sign•ificant- differences based upon whether the systems _are 
publi.c ly or· private1Y owned. Every bus system has faced· the same kinds of cost · .· 

' - . . . ' 

increases for fµel, insunance, and -wages. Thus., it •i.$ not surprising that··New 

Jersey's private carriers are comparable to the other carriers around the ~ountry, 

both in tenns of their costs today and· in terms ... of how their costs have increased 
in -recent years. ~H-ow~~e-;, it' ihould j;; ·;~t~d th~t-t~~-p;~vi~~;-·~t~i~sl,2 -·have. 

concluded that public ownership of most bus services would be less •expensive than 

the contt,nued subsidy ,program, becau,se of economies of scale and opportunities for 

cost-reduction improvements. 
' ' . 

Under· ·the t'ecommended _public- co-rpo.ration, therl:!-wot,1Jd be··stra·fghtforward 

- savings in ;c0s:ts 1.dl.le to ,the elim,ination of equipment and garage f'ental fees~ All _· . 

. buses and facilities could be purchased .with .ao per cent federal funds. As addi-

tional bus assets are acquired over time, additional opportunitles for c:ost savings 

Will arise through service rationalization, el imioation of duplicative overhead 

functions, imjJ'rovements 'in bus--rail coordination., and economies of scale in .pur· .. 

chasing, fixed _costs, ancf .. major maint~nance f'µnctions. The .a,1J10ynt of sych savings 

each year., Compared· to what the current system would have cost, will depend on the 

degree and speed o:f implementation of acquisitions and cost-savi.ng improvements. 
The existing level of services could, however,. be provided at Jowe•r costs under 

the recommended system than under the exi.sting program. 
As discussed in sect,on.B, the costs of. acquiring the p.hyskal assets o.f all 

the_ subsidized carriers ·wot,1ldbe very low - ... perhaps less than one--month' s State 

subsidy. Since atqutsition of al 1 s·uch carriers is n.ot contemplated in the very· 

1 Buses - Crisis and Response., New Jer-sey Department of Transportation, 1969 

2system Design Co·ncePts, Inc., and s1mps~n& ;cu:rt~n (Division O! _Booz, Allen, _Ham~lton.,· 
Inc.) Final Recommenclations:. Or~amzatlOfl and.finance of Pub~lC Transportatrnn ,n New 
Jersey, prepared for the New Jersey Department of Transporta t1on, October 1976 
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short tenn, even this low level of capital expenditure may not be required. 
: 

Therefore, the total ,osts to New Jersey would be lower under the recommended 

program, for the same level of services, than the costs of the current system. 



H. SUMMARY 

, . Facts aboutthe public ownership vs. pri"ate enterpri.se issue.: 
. . . ,_ , .. 

· Private enterprise in ·publJc transportation has virtually 
di~i!PPeared around the.·world.. · 

. . . 

-- 1'.hebulk.•.ofNew·.Jersey·'s private bus system could not operate 
without.apµblicfunds.·. 

-- ~ight,Y per cent of Mew Jersey• s bys passengers are car.ried by 
subs i di zed carri ers • · · · · 

. - . , . . 

State .a,nd f'ede·ral funds .proviije at least one-third of the total 
· ·operating costs of subsidized carriers. · 

State and federal resources will .soon provide virtually lQO per 
cent of the· capital costs for buses. By 1981, it is proj.ected 
that the State will own .appro~imately 80 per cent of the bus 
fleet. · · · · 

The value of the remainin;g capital assets of the subsidized bus 
carriers is ~bout one-half the ~tate's yearly subsidy to the 

.·carriers •. ·• Acquisition of those capftal assets, considering 80 
per .cent. federal funding would require State funding equivalent 
to. one ... month I s st,bs i dy. · . . 

A new institutional arrangement is needed for providing public transportation 
in New Jersey, and it should meet these criteria:' 

•-- Assure .. abtlity. tocfocrease ridership and re-shape. s~rvice·to · 
mE!et.public goaJs of mobllity, airqualfty, energy conservati.on, 
-and urban revi talizatton.. · · · · 

_,. Provide quality service in a cost--effective manner~ 

-- Assure opportunity fo,r intermoda 1 coordi.natfon artd service 
rationalization. · · · 

•- Provide public. control over personnel, equipment, and facilities 
at a level comensurate with the.degree of public financi.a1· involve-
ment. · 

-- Assure responsiveness to the Governor's pol icy direction and foster 
close ·interaction with the other state agencies. 

Recogntze and··· inc'lude·•··local .. and.regional •interests tn the ·trans--
portaticm decis'iQn--making process,. · ·• 

-- Assl!.re .ability to attract ~nd. keep a highl.Y competent PrQfessional 
staff to be responsible for day-to .. day operational decisionse 
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Eva 1 uiltion of· tb P;ti on$ a va 1 abl e · t!) 1 nlpro ~•w Jersey' s b~s s.Y s tefll 
in~ica~es that t e p~b,lic transpprt~tion corpprfit~on can best _meet the> .. 
c~1teria for a s lution to the p~bl1c transpo;rtl!t1on ~eeds of New. Jersey -

•- riders and taxpa ers; .. _ ·•• __ · .... _ .• •-_·__ · > -__ 1 l -. ' · · _ . __ -- -- -___ .. -•- -
-____ -- - : :__ A publi _· tran~pQrtationl-corporat1o~ •~hbuld becreated with a .-· 

· _ separat, Bo~rd of.Dire~! ors. , _.- . •'JJ\ ..... --_ -- _ -_._-__ --•.---- --___ -- --_ -·- · _ _ __ _ 
-- , The cor oration :should ~cqLiire'the b,ut: and rail assets of the __ -- __ -- : 

COA-~nd the assets ?f tP.e s~bsidized/ ~nd unsubsidi~ed ~riyate·- -_- -. __ -
__ -;car:r,e~ ,- whose -c1cq~~~itron_ i~- deeme~I b~ 1-n the publlF inter~·~t- · 

The boa <:I of the -corporation--- should ~n~l ude the Convni-ssioner., -•·- the --
Assista t- Co.mmi$sioner ror Public Tr_~. ~s:portation, the Treasur~r. 
and two other m~mbers appointed by the: Governor. _ . _-_ - . ---. 

· • .;. The co17 oration ;could.~bntract for :t~l! provision of public trans~ --- · -___ -
portati n servia_es_·_. with, IP-~ivate mana~r! ~ent firms or countf a __ ge_ nc' ies, -_ 
or coul: ope:ra~ bus service directly or could contract with - _ -· 
unacqui ed profittable- or unprofitabH! ~arriers. Acquisitions -
deemed: o be in ·the public interest ~111 be carried out during an, 
orderly process ,of tran~ition .. -_ The ¢0rporation could operate or 
contrac: wi!th .rail carriers for servfftes. - ·-- ' ..• -.. ' .• ' I _-- ' ' -_ . ' _,,, I I t' • 

. Some pr va,te bus Carriers; _both subs~clized ,and unsubsidized: wouid 
contin~ to O['Je~ate.' u~subsi~ized c~rHers wou11 be sub.iect to 
reg~la~- orr py t~e ·ICC .o.r the DOT, anl:ii *oul.d te~-eive c~ntinu~d c~pital 
ass1sta ~•e.- - Mencer ~ou,ty_may, at local option, ,continue to ·-- _ -
operate 1ts 1 own_,serv1ces with State s~pport.- _ _ · · _ 

:~y cons: liiating• functidns 'and rat1oiH1zing s~rvices, the public -
corpora·, ion will' provid~ existing se~vi,ces, :at ·better quality, _. · 

_ within . sitilil ar or smaller budget 1 evel than would have been --
-.. requ1rei. b-y, the. -~-urrent ifragmen .. ted _ sr11 tem._.to provide the existing 

service; lev~h~ __ · 1. _ -· : 1 ( _ --__ -- . ___ _ _ 

In orde to:locate deciJibns on servieJ close to the needs for ser• 
vfc_es, j egi9nal ope_ rat-1ng divisions -~~quld. - be established for N~rth -
a~d.Sou: h Jerseyi, ~nd ldcal official, j~ho~ld be encoura~ed to _par- -. 
~,cipat~ actively ln th~ planning of:q9bhc transportat10n service -
imp rove nts • _ _ j . · JI ! -- __ - · . - - _ - •. · 

-- T~e cou'. ties ma,y:_c<>~tr:a~t with the c4~~oration fo-r service~ iri acldi- _-
-- ... t,on to: those _ex\~-s~i.ng _ -ioday ! . or ma~ 1qperate or. contract_w~th _o~her -

.car·r· __ ier:s. __ for·:.-_ .. add.1t,1on-al serv-ices wh.,~~ 1ar. e not in compet1t1:on with . --
. the cor oration. ._ '' ' .- ' 'I I i . ,' ' ' - ' ' ' ' 

,, : •. _ • • ·- -___ - ' ':-1· ! ' ' _-- '' ' ' ' ' '' 
--- -The DOT 11 l m~inta m bu~getary c~nt~0.1! over the corpor,tion 's ca~i ·-

- tal · and: peratm~ expen ·itures, will 1do· long-term planning, and wi11 
continue to·regu~ate private carriertl~ot under contract to the cor-
por11tion. - -- [i I 

. .. ·-'. 

~{•··•-
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-- In ordet'to a~hi'iceve ttght :c~st,con·t~ol•and a'~c·ountabiHty tp ·the ___ ---· 
Executive an4 the .:t.;.egisJatu.r:e·; ,tfie .-corpQ.ratiort:~s budget s,houl d be _ 
divided into Jhree:coi·t ca•tego.ri:~s:: .s,upport for existing se.rvices; 
sp-ec1•l: •soelal ,ptog:rams;· and $e~vtce :e,cpansion-s. · · 

-- . T~e -:co~p~;ii;~h 'a~~i-ng.Wi~h .t~e:c:~;~i~~.;~:t; ;to ac~ulre._bu-s ·cotnpani:es it, · .. i 
the ·publlc H,terest OPul d estabH\sh-~- '.plari for· prompt iinpl ementatiot1· · 

·_ -of. s'ervice -and icost reductlon i1t1provements; i·ncluclMng transfers, · •· _ 
_ ·. coordination- Q'f :s~ryic~s, servlce: rati.o-na)i_z:aticm-~ coordinated market-. 
. i ng, eonsoli da·tioit of .. ma>in1:enam:e· a:nd · ~upport functions., better ·fleet· 

· · --- .· assignment a,rid improvements in .111anagem~nt psroce9ures., •. 
. . - . . . ' .•. ' :·· .... . . 

· The· te~ year his·tory .of the s:tate<bµs -~_µb~tdy program i's a case of a 
limited and· temporary ·expedient being appli,ed- to :an. increasingly complex_ an_d long .. 
tenn problem. The f~ct is that. vlrt~alJy _· no one- defends the present. system~ For 
most bus lines, _the no-t.1on of a. priva,;t~' fre.e market is fiction. Operating los.s:e'S 
are picked up- by the State,, and -capita 1- imp:ro'vemerrts. i.ncl udtng _new buses . are nea.tly . 
100 per cent'. publit1y ·financed... · ' · ·- _·· · .· -• · • .- -· · _·_ ·- .· ._ · · . · ._ · . ·•· 

. . ' . . . - ' . 

_ _ ln real i ty, -.-- the State al.ready serves as .. the .. party responsible for. the .. 
buses • · ,Both thosf who _ r1<Je·• the buse~ a;nd •the_ taxpayers who help :supp.art them -look 
to the State government: for accoun~bility about service and cost. ·._· Ye;t, ,under the __ . 
present subsidy program,. the ·:state in fa~t ,ta¢ks the d:ay to day oversig.ht. to .resl)on.d·_ 
to public complaints a.nd :n,eed,_. The systeri_ts a;re financially supported by a d.-lfferent · 
group of officials fr<lm those private managers who actually run the lines~.· Thus, it 
seems nQ -one 1s accountable for what happens :.... a-n unacceptable arrangement·. _-_. · 

. ·. . ' .. " ·. . . .. , . . '. .- . 

·El sewher.e, across the :ri"ation, the respons·e·· to .the,se ci rcuinstances ha:s. 
been the creation of a publi:c agency'w.ith direct ;responsib·iHty for bi.Js transporta- · 
tion. the public agen,qy the.n s.elects qu,aH-fted manag:ers, either publtc or private •.. 
who are- fu1 ly accountab:le fo-r assuri·ng that ~us sttrvices ··suppor.t important public· 
goals • Ra the.r tha.n -_patch-up_ the present .,sr stem whtch: i s·rt I t. wo r·klng, the · time h~s. 
come f c:,r New Jers.ey to: take th1J ,act fon.. ·· · · · · · · · 

. The recommenciatlon fo-r -a publtc , ~arpo'rati'on 1 s a :-.re·eogni tion .of pre.s·e1tt _. 
realities abQut the t>.us .b:usittess in New !l),ers:ey. '. The arrangement would place ·opera- . 
tional management responstb:ility in .. the s.ame age:ncy toat has the fiscal responsib:fl''ity,.• 
This would be a return to· sou,nd. busine~s prtnci.ples that apply to either private J:>t _--
public s-ector services. It off•rs New -:Jerseyans th.e be$t chance for a:n improved 
and efficient bus system. . · ·· · · · · · · 
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