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I. EXECUTIVE SUMMARY

This report presents the consultant's final
recommendations to the New Jersey Department of Transporta—
tion on the Organization and Finance of Public Transporta-
tion in New Jersey.

These recommendations have been developed through
a comprehensive study of the possible organizational and
financing options, through a series of evaluations and re-
finements of those options, and through interaction with

staff of the New Jersey Department of Transportation, mem-

bers of the State Legislature, citizens, and an advisory
panel of persons with specialized knowledge of transit in
New Jersey. Coordination has also occurred with the County
and Municipal Government Study Commission.

The recommendations presented here are solely the
findings of the consultants, System Design Concepts, Inc.,
and Simpson and Curtin, and do not represent the views of
the New Jersey DOT or other groups.

Principal Recommendations

The following recommendations are made for each
functional area of Management and Organization, Finance,
Transportation Operations, Regulation, and Planning.

Management and Organization

® Create the New Jersey Public Transportation
Agency (PTA) within the Department of Trans-
portation; give it the powers and duties of
the existing Commuter Operating Agency, plus
the power to own bus and rail systems (and
to operate them) directly or through contract
management; abolish the Commuter Operating
Agency.

e Transfer all transit regulatory authority of
e Board of Public Utility Commissioners
and the Commuter Operating Agency to the PTA;
establish operating ratio as the basis for
regulation of fares.

o‘Efgy;gg;LhaTE$ATw%th all the powers, duties

and responsibilities necessary to regulate
private carriers; to perform transit opera-
"tions planning; to acquire, to own and
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operate rail and bus transit; to provide pur-
chase-of-service subsidies for buses on a
temporary basis, and for rail as convenient
to the PTA; and to provide management assis-
tance -- such as statewide purchasing,
overhead services, and marketing programs --
~ to public and private carriers, both bus
and rail.

® Enable, but do not require, the organization

—of county or multi-county regional transit

- agencies at the option of local governments.
Give such agencies the power to acquire, own
and operate transit services, or to purchase
services from the PTA or private carriers.

e Eliminate the existing subsidy program for
- bus carriers, and provide a new standard
%%EE%E%&%QEﬁ%%%%%% program for whatever
imite us subsidy agreements might be

necessary on an interim basis.

The Public Transportation Agency will manage those
bus and rail services it is necessary to acquire and operate
to provide essential services, primarily those which are now
provided by unprofitable carriers. The decision to acquire
‘a particular Tarrierwill be made on a case-by-case basis,
with emphasis on the preservation and development of rider-
ship and the enhancement of remaining profitable carriers.
The PTA will provide either direct or contract management
from existing management personnel or other sources of
skilled transit management, including private transit man-
agement companies. '

The PTA will support and assist private carriers
by improving the regulatory process, changing the rate-
setting foundation from rate-of-return to operating ratio,
continuing capital assistance, and using the State's new
planning, regulatory and operating powers to eliminate over-
lapping, duplicate and competitive services.

. The existing carriers whose services are not pro-
fitable wilT b€ allowed to curtail, discontinue or abandon
services, of €0 increase their fares to a profitable level,
or they will be acquired hy the PTA, depending on the cir-
cumstances. The PTA will be authorized to provide an in-
terim subsidy for a limited period of time until such time
as the PTA is able to complete the acquisition and provide
for competent management. ‘







It is possible that in the development of the base
service plans and the rationalization of the bus transit sys-
tem, a transit service area may coincide closely with the
routes and area presently serviced by a single subsidized
private company. In that event, a careful analysis should be
made to determine whether it is more cost efféctive to pur-
chase the private operator or d%ﬁfiﬁﬁ@“?“bsidizing the priv-
ate carrier for a period of tim& subject to régular reassess-
ment. —_—

The PTA will report to and work with the Commis-
sioner of Transportation in carrying out its responsibilities.
The Agency's affairs will be directed by a five-member Board
of Directors, chaired by the Assistant Commissioner for
Public Transportation, who will be the Chief Executive Of-
ficer of the Agency. A General Manager will report to the
Assistant Commissioner.

The PTA will function as an integral part of the
New Jersey DOT, and the Assistant Commissioner for Public
Transportation will continue to have the authority to call
on the Director of Engineering and Operations, the Director
of Planning and Research and the Director of Administration
for support which those divisions currently provide
throughout the DOT.

The creation of the PTA and the public acquisition
of private carriers must be consistent with Section 13-c of
the Urban Mass Transportation Act of 1964, which recognizes
and protects the existing rights of workers, including wages,
benefits and working conditions. Therefore, employees of
the PTA will be exempt from civil service, as has been the
case in the public acquisition of other major public trans-
portation systems in the United States subject to 13 -c and
collective bargaining agreements. :

In order to give the PTA the advantage of the
skills of some present civil service personnel in the De-
partment of Transportation and the Public Utilities Commis-
51on, those persons should be allowed to fill non-civil
service p051t10ns at the PTA while still retalnlng their
full civil service rights, in case they decide in the future
to move to other civil service positions.

Finance

® An excise tax of 5% on motor fuel should be col-
lected at the wholesale level and earmarked for
the New Jersey Department of Transportation.
This will 1ncrease as the orlce of gasoline

-
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increases. The imposition of this tax should
be accompanied by a decrease in the per gallon
Taxommotor—fuel—-of—t¢~in the first yéar—and
2¢in succeeding years The 2¢ per gallon—-re-
duction is currently equlvalenf “to the proceeds
of the 5% excise tax. e T

/

® Excess toll revenues from the highway authorities
should be made available to the DOT to use
for other highway and transit purposes. This
source of funds is too uncertain, however, to
be used as th@ primary stable source for
financing pubII¢€ transportatlon

i

e The one-year increase in receipts of about
$ million from all taxes on motor fuel
(because the per gallon tax would be reduced
only 1¢ in the first year) would provide
funding for the State's 20% _share of bus com-

pany acquisitions, roughly estimated at $8 @ﬂZZL@
million to $11 million, and for the State's o~

share of the costs of continuing the bus 507 7
replacement program and other capital invest- ,
ment projects which have been planned. }Zéé%o&é ?

e The PTA should aggressively take advantage of
the potential operating cost savings made avail-
able through the new organizational and financ-
ing structure, by moving quickly to rationalize
service, to eliminate services which are com-
petitive with adequate service by private car-
riers, and to consolidate publicly-funded
operations wherever possible.

‘ The stable fundlng source will allow the PTA and
the DOT to plan for and deliver an adequate level of public
transportation services to be specified in a Base Level
Transit Service Plan, and to improve those services through
desired capital improvements. New Jersey will also be more
likely to qualify for desired federal financial assistance.
New Jersey has succeeded recently in gaining federal assis-
tance for public transportation, and a stable source of non-
federal matching funds is critical to continuation of that
success.

The financial management activities of the Agency
would be carried out under the existing executive department
budgetary and appropriation process. The PTA would prepare
an annual budget consistent with anticipated receipts from
the motor fuel excise tax, excess toll authority revenues
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and general revenues if needed, and submit that budget for
legislative action. It would receive its funding through
annual appropriations based upon that budget. Capital
funds to match future federal grants can be provided either
through this annual appropriation or from the sale of State
general obligation bonds.

In addition to funding its own capital program,
the PTA will give equal priority to providing operating
assistance to regional transit authorities and capital assis-
tance to regional transit authorities and private carriers.
At a minimum it will sponsor the application for federal
assistance, with the local matching funds provided by the
ultimate user of the assets purchased. While a public
agency must retain title to these assets under federal regu-
lations, a private carrier can contract with the PTA or a
regional agency to operate buses for a nominal rent. If the
authority or carrier is unable to provide the local matchlng
share, the PTA may use its funds, if the investment is in
the best interests of the people of New Jersey.

Any service not included in the Base Level Transit
Service Plan will not be provided unless the affected local
governments, acting on their own or through a regional tran-
sit authority, provide the necessary funding.

Transportation Operations

This study has revealed in New Jersey a unique mix
of a large number of private carriers, a passive and cumber-
some regulatory process, relatively little involvement or
financial commitment by local governments, and the State's
role as the major public agency. All of the commuter rail-
roads and rail transit systems, and over half of the bus
carriers are operating at a loss. A substantial amount of
seemingly competitive services is provided, and improvements
in coordination and rationalization are severely hampered
by the institutional and flnanc1al constraints.

Several recommended changes will enable the neces-
sary operations improvements in the system:

® The PTA should use its regulatory authority
and its capital grant programs to assist
private carriers whose continued private owner-
ship is economically viable. '

e The proposed State Base Level Transit Service
Plan should develop a clear service area for
each carrier, public and private, rail and bus,
and rationalize the operations in order to pro-
vide improved, coordinated services and make
more efficient use of the existing financial,
personnel and equipment resources.
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® The PTA should acquire and operate the ser-
vice of carriers whose fare structure is not
adequate to provide a profit without counter-
productive reductions in ridership and service.

® The PTA subsidy program should be restricted,
and revised as recommended in the work being
done by Simpson & Curtin for the Department.
The use of subsidies to private carriers
should be limited to interim purchase of ser-
vice agreements with those carriers which are
providing essential services, but whose fare
structure can no longer produce a favorable
operating ratio without eliminating essential
service and creating counterproductive rider-
ship losses. Subsidies should be used only
in the interim between a clear decision not
to provide a fare increase or a service re-
duction for a private carrier, and the ac-
quisition of that carrier by the PTA.

® Regional agencies which may be created should
have the authority to acquire and operate ser-
v1ces, or to purchase service from a private
carrier or the PTA.

e The PTA should have the authority to act to
preserve and improve the commuter railroad
services now under the jurisdiction of Con-
Rail, including the authority to contract with
ConRail for service, and the authority to
acquire and operate the commuter rail system.

® The PTA should have the authority to ration-
alize bus and rail service, eliminating dupli-
cate services and assuring adequate feeder and
distribution systems.

Regulation.

e Transfer all transit economic regulatory powers
of the Commuter Operating Agency and the Board
of Public Utilities Commissioners to the PTA.

e Transfer the regulation of common carrier
safety to the Law Enforcement Division of the
Department of Law and Public Safety.

e Establish "operating ratio", rather than re-
turn on investments, as the rate setting

basis in determining fare changes for private
carriers.






e Establish within the PTA a Division of Ser-
vice Improvement and Regulation and vest it
with the regulatory responsibilities and the
responsibility to actively pursue the imple-
mentation of a Base Level Transit Service
Plan, including system rationalization.

® The Division of Service Improvement and Regu-
lation should be aggressive and policy-oriented
in order to assure that the service provided
meets the standards established, and to assure
the highest possible degree of viability of
the private carriers, consistent with PTA
transit service policies and objectives.

® Provide means for adequate public involvement
in regulatory decisions, while assuring that
the decision process is timely.

" Planning

® Short range transit service improvement
planning and the regulatory function should
be combined in the Division of Service Improve-
ment and Regulation within the PTA. This will
provide a short term operations planning cap-
ability currently not accomplished in New
Jersey, in close cooperation with the new
regulatory approach.

e The PTA and the DOT should develop and continue
to update a Base Level Transit Service Plan,
which specifies the transit services and ser-
vice levels which the State deems essential,
and defines the private or public carriers
who will provide those services. The Base
Level Transit Service Plan delineates the maxi-
mum amount of service for which the State will
provide financial support. Any needed financi-
al support for services in addition to those in
the Plan will be provided bv other agencies or
governments. ‘ :

® The Base Level Transit'Service Plan should be de-
" veloped with full participation by counties and
local governments, regional aqgencies, private car-
riers, and the public, and should be updated
through continued TSM (Transportation System Man-
agement) plannlng at the State, regional, and lo-
cal levels.
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This plan should rationalize transit service
in New Jersey, remove competition and duplica-
tion of services, and provide for coordination
of modes, schedules, fare collection, and
marketing programs.

e Additional staff capabilities should be given
to the Director of Planning and Research in
order to strengthen New Jersey's ability  to
compete with other states for federal funding,
and to better analyze the wide range of pos-
sible transit investment procrams. '

The full implementation of all of the recommended
changes will take time. Certain of the particular improve-
ments can be and should be implemented immediately. The
Preliminary Implementation sequence on the following page
outlines the general sequence of events which should follow
the adoption of the recommendations in this report. The
"stages" are generally 3 to 6 months each, and many particu-
lar items will likely overlap into an earlier or later stage.






TABLE I-1

PRELIMINARY IMPLEMENTATION SEQUENCE
ORGANIZATION AND FINANCE RECOMMENDATIONS:

PUBLIC TRANSPORTATION AGENCY REGULATORY REVISIONS

sTAGE oNEZY

e Conduct public meetings, advisory panel meetings, [}
legislative panel meetings on consultant recommendations, °
formulate department recommendations

e £nact legislation creating PTA, transferring the
regulatory function, establishing continuing .
funding base, authorizing acquisition of failing pri-
vate carriers and other recommended matters

e Begin preparation of Base Transit Service Plan with
involvement of local governments, the public and other
interested groups

STAGE TwolV

e Organize PTA, appoint Board, adopt staff plan, e Transfer regulatory function to PTA, .
classification and compensation plan, priority establish operating ratio for rate-
hires, appoint General Manager, division heads base, establish regulatory-planning

' integration

e Promulgate regulatory rules and
establish hearing and decision-
making process

o PTA establish program priorities

e Assume N.J. DOT public transportation program
responsibilities as rapidly as staff capabi-
lities permit

e Transfer common carrier safety inspec-
tion to Department of Law and Public
Safety

¢ Complete Base Transit Service Plan, conduct pre-
liminary public meetings, establish discussions
with local governments and public interest groups

Develop plan for management of operations division
Assume administration of interim subsidy program
Establish budgetary and administrative procedures

Determine and implement interim rationalization
opportunities

e Evaluate rail ownership and management options as
soon as ConRail position is determined

l/Each stage may require three to six months to accomplish.
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SUBSIDY PROGRAM

Revise statute

Execute subsidy agree-
ments under new standard
cost formula

Conduct performance
evaluations for incen-
tive program

Transfer administration
of subsidy agreements
to PTA






TABLE 1-1

PRELIMINARY IMPLEMENTATION SEQUENCE
ORGANIZATION AND FINANCE RECOMMENDATIONS

(CONTINUED)

PUBLIC TRANSPORTATION AGENCY

STAGE T

. REGULATORY REVISIONS

HREEY

e Adopt Base Transit Service Plan, with appropriate .
© public and official review and comment

e Establish mechanism for, and carry out, emergency .
acquisitions or discontinuances

o Implement management plan for systems to be
acquired .

o Make commuter rail system decisions on ownership

Complete transition of regulatory
function

Complete transition of vehicle
safety function

SUBSIDY PROGRAM

Continue administration
of subsidy agreements

Start acquisition of
carriers who decline
acceptance of standard
cost subsidy contracts,
or petition for abandon-
ment of service

and management, plan for operating and capital
assistance

e Implement bus system rationalization opportunities

STAGE FoOuRY

- . \

o Continue regulatory responsibilities e Phase out subsidy
program

o Implement Base Transit Service Plan

e Implement systemwide rationalizations, modifi-
cations, discontinuances, curtailments of ser-
vice, expansion of profitable carriers, phase
out of subsidy system, acquisition plan

e Perform regulatory requirements in-
dicated in Base Service Plan to
accomplish rationalization and co-
ordination of services

e Make ConRail/Amtrak decisions and implement
them

P o )
—/Each stage may require three to six months to accomplish.






II. INTRODUCTION

ThlS report presents the consultant team's Flnal
Recommendations to New Jersey DOT on Revised Institutional
and Financial Structures for Public Transportation. These

~final recommendations are the result of a comprehensive

study of alternative institutional structures and financing

mechanisms through which the consultant team has been assist-
ing the DOT in its efforts to bring about improvements in the
means through which New Jersey provides public transportation
services. .

Throughout this study, interaction has occurred
with members of the Legislature, with an advisory panel com-
posed of knowledgeable people with specific transit interests,
and with the public at generally advertised meetings in Newark
and Camden. The interaction with these groups and individuals -
has been of great assistance to the consultant team. However,
the reCommendations presented here are those of System Design
Concepts, Inc., and Simpson and Curtin to the Department of
Transportation, and do not represent conclu51ons of the De-
partment itself or of any other group. :

Study Process

The major steps in this study all involved the par-
ticipation of the Department, the advisory panel, and the Leg-
1slature, and included:

® Detailed review of the present structure for

'~ providing public transportation in New Jersey,
and of the principal difficulties currently
experienced; .

@ Detailed review of the approaches taken by other
states and urban areas towards public transpor-
tation, and of approaches taken to provide other

"public services, and analysis of the applicabi-
- 1lity of these approaches to New Jersey's situa-
tion;

® Analysis of the opportunities and constraints
in present and emerging federal laws and pro-
grams; :

® Identification of the desirable characteristics
and criteria which should be met by a revised
institutional and financing structure in order
to best perform five public transportation func-
tions of organization and management, finance,
operation, planning, and regulation;
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e Development of eight basic alternatives for
— ' - organizing public transportation in New.

| Jersey, including two structures for maxi-
mum private ownership, three structures

, for providing complete public ownership, and .
- three more structures allowing mlxed public
P ~and private ownershlp,

. : e Evaluation of the eight basic alternatives
L } with regard to the desirable,characteristics
' ' and criteria for each function;

o Selection, refinement, and detailed evaluation
of three "preferred" alternatives which each
 represented the most practicable and desirable
means for either maximum private, complete
I : , public, or mixed public and private ownership
\ and operation;

P ' : e Further detailed evaluation of the three

\ alternatives and the consultants selection:
) of one alternative as a preliminary recom- -
L ‘mendation to the Department;

‘ ® Review by the Department; the advisory panel,
- : and state Legislature of the consultant's
preliminary recommendations; and

. ' ® Preparatlon by the consultant of these Flnal
Do Recommendations. :

The study process has con81dered a wide range of al-
. ‘ ‘ ternatlve organizational and flnan01ng structures, and suc-

jg cessively narrowed, evaluated, and refined those alternatives

i until a final recommendation is made on how New Jersey should

o organlze and finance- the delivery of public transportation

L serv1ces.

Chapter III of this document, Evaluation of Alterna-
, tives, summarizes the results of previous evaluations of all
i ‘ the alternatives considered in this study. Chapters IV
through VIII then present detailed recommendations for each

o of the major functional areas of Organization and Management,
D Finance, Transportation Operations, Regulation, and Planning.

' Each of these chapters also discusses the principal reasons
. for the recommendations.
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III. EVALUATION OF ALTERNATIVES

Two major activities of this study have been the

‘identification of options for effective organization and fin-

an01ng,:and the evaluation of those alternatives.

Initially, eight alternatives for the structure and
financing of public transportation were described in detail
in the consultants' report to the New Jersey Department of
Transportation of July 23, 1976, entitled "Alternative Struc-
tural Approaches’ for Public Transportation in New Jersey." ‘
Concurrently, the consultants prepared, as a tool for evalua-
tion, "Criteria and Measures," dated July 27, 1976, which set
out the desirable characteristics, assessment criteria, and
specific measurements to be applied in evaluating alternative
organizational options. Application of these criteria to the
eight alternatives led to definition of three basic organiza-
tional structures for final evaluation, reported on .in "Pre-
liminary Evaluation and Refinement of Alternative Structural
Approaches for Public Transportation in New Jersey," dated
September 7, 1976. A final step in evaluation produced a "Pre-
liminary Recommendation for Revised Institutional and Finan-
cial Structures for Public Transportatlon in New: Jersey,
dated October 4, 1976.

The results of each of these steps in evaluation
are described here to summarize the process through which-
alternatives have been narrowed and refined to a final recom-
mendation. :

Preliminary Evaluation and Refinement
of Eight Structural Approaches

Eight alternatives were developed to meet,vin dif-

ferent ways, the requirements of three policy options:

e Two alternatives were structured to enhance
the role and the viability of private transit
‘operating companies,

® Three alternatlves were intended to achleve
total publlc agency ownership of all transit
systems in the State: '

e Three alternatives were structured so as to.

balance the benefits of public ownership and
private ownership.
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.

, ‘In addltlon, the optlmal 1nvolvement of local, re-,
gional, and State governments was analyzed as well as the 1m—
pact of Federal laws and admlnlstratlve requlrements

Each of the eight alternatlves was descrlbed in

-terms of its provisions for management and organization, fin-
“ance, transportatlon operations, regulatlon, and plannlng.

These eight alternative structures were discussed in detail -
with the panel ~with personnel from the Department and other -
state agencies, and with leglslators A series of meetings
with interested organizations was held as well as two widely
advertised meetings open to the:general public. Three "pre-
ferred alternatives" were derived from the original eight,
with changes made according to the results of evaluation and
of the various dlscuss1ons and meetings held to consider the
orlglnal eight.

The first comparative evaluation of the eight alter-
natives, using pre-established standards, consisted of deter—-
mining the extent to which each of the alternatives met cer-
tain organizational and financial criteria and measures., The
organizational criteria were feasibility, responsiveness to
elected officials, admlnlstratlve efflclency, representative-
ness, and sensitivity to user needs. The financial criteria
were feasibility, cost-effectiveness, equitableness, stabili-

ty and flexibility of fundlng source, and ellglblllty for
maximum federal fundlng.

Among the three preferred alternatlves, one'repre~

‘sented each of the major policy categories. = Each was design-

ed to include the best features of the original eight, consid-
ering the suggestions and criticisms of the various partici-
pants in the orocess, and the results of the evaluatlon.

, Certaln aspects of the orlglnal elght alternatlves
were not retained in the preferred alternat1ves~‘

-.® The quasi-public corporatlon optlon was_ex-
cluded because of its low feasibility rating
~and incompatibility with Federal requirements;

e The options which reguired the creation of v
regional agencies to the exclusion of all else
were deleted because of their lack of support,

~and the extent to which they excluded partlcl—
pation by State and local governments in the
ownership and operation of transit;

) The ‘State-only aspects of the optlons were
modlfled for similar. reasons; : '
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; e Independent authorities which are supported by.
- " their own revenues were excluded because of their
lack of financial feasibility.

Three Alternatives Refined
for Further Evaluation

The final three structural alternatives were refin-
- ed in consonance with the three principal policy options:

® To enhance the role and viability of private
transit operating companies;

e To achieve total public ownership and opera-
tion of regular route bus transit systems in
New Jersey; and

e To balance the benefits of public and private
ownership.

P | The dlstlngulshlng characteristics of the three
B preferred alternatives include:

® Preferred Alternative I. This maximum private
— o ownership option provides that State or region-
al agencies can allocate subsidies to private
companies on an improved basis which will en-
courage efficiency and private capital invest-
ment. No further public ownership was provided
for. Regional agencies could be created at
local option and could provide additional
o funding, but not own or operate transit;

® Preferred Alternative II. This all-public
. . ownership option permitted the State or re-
P gional agencies to acquire, own, operate, and
. ' improve transit systems, both bus and rail.
The acquisition program would be conducted
in due course with the specific objective of
complete public ownership, achieving effici-
encies of scale, coordinating services, and
ellmlnatlng dupllcatlon and competltlve ser-
vices. Regional operatlng agencies could be
created at local option;

e Preferred Alternative III. This alternative
encouraged the productive co-existence of
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: publlc and prlvate systems.' State and
‘regional agencies would be permltted but
not required to own and operate. -No sub-.
sidy for private carriers would be provided.
A prlvate system would operate from fares

(capital funds for new buses and facilities
from the government in some cases) as long
as the fares were not unduly inhibiting

_ ridership and contributing to the decline
of the system. When a company could no’
~longer operate effectively under those con-.
ditions, then the State or regional agency -
would move to acquire the system and sup-
port it with the fare box and public funds.

: Each of these options included the same basic pro-
visions for financing, regulation, and planning. A stable,
continuing source of funding would be provided by legislation
with a means of earmarking those funds adequately to assure.
continued financial planning and programming on a sound basis.
The economic regulation of routes, rates, and schedules would
be placed in a single State agency in the Department in order -
to simplify the current regulatory process and to integrate
transit policy and regulation. In all cases, the planning
process and responsibilities would be a matter of mutual
agreement among: the participating agencies under the Federal
transportation planning requirements. Each alternative ‘would
provide the organization with the power and authority to car-"
ry out its respon31b111ty under those requlrements. S

Evaluatlon of Three Preferred Alternatlves

The consultants evaluatlon of the three preferred

‘alternatives, leading to a preliminary recommendatlon, was

conducted on a comparative basis. The alternatives were ex-
amined relative to each other in terms of how well they met
the requirements of each of the five functional activities

‘necessary to the provision of public transportation serv1ces-

management and organization, finance, transportatlon opera-
tions, regulatlon and planning. ' Weighing each against the
others in terms of how well they met policy objectives in
these five areas resulted in a comparatlve statement of their
advantages and dlsadvantages.

: Within each functlonal area, the three preferred
alternatives were evaluated with regard to how each performed.

'The results of this evaluation of the three are described for
- each of the functional areas of organization and management,

finance, transportatlon operations, planning, and regulation.

ITI-4






Several conclusions can be reached about the advan-
tages and disadvantages of the three basic Alternatives in
judging their feasibility. Simply put, it is not feasible
to rely on a primarily privately owned system. Expansion of
private equity in transit is not financially attractive to
private investors except in limited instances. At the same
time, it is not feasible to press for a completely publicly

- owned system in the presence of viable private carriers. The

advantage of the recommended Alternative is that it provides
an improved basis for the reinforcement of existing private
carriers, while at the same time revising the powers and
duties of the public organizations involved in transit in
such a way as to eliminate the major disadvantages of the
current organizational structure.

The recommended Alternative has another significant
measure of feasibility as well -- it provides a substantial
basis for improvement in very important aspects of the exist-
ing system, while it recognizes the reasonable interests of
the existing participants in the public transportation pro-
gram in the State. As a practical matter, transit financing,
operation, planning and regulation in a State involve the co-
operation and involvement of large numbers of private and pub-
lic organizations, at every level of government. The recom-
mended Alternative encompasses this reality, while eliminat-
ing much of the current confusion and providing a focus for
policy, a simplified regulatory system, an agency with full
powers to provide adequate public transportation, and a fin-
ancing stability which can serve as the basis for sound and
consistent financial planning and budgeting.

The Alternatives differ in terms of respon81veness
and representativeness. Private carriers make operating de-
cisions based primarily on business judgments, rather than
public policy judgments, and are generally not eager to co-
operate with their competition, to keep fares low, to provide
essential service which is not financially profitable, or to
make capital investments which will not yield a direct eco-
nomic benefit to their investors. Many private carriers do
in fact take a substantial interest in their communities'
needs and are responsive to requests for new services and
other community projects. By their nature, however, they are
more independent and have no mandate to respond or to involve
others in their decisions.

Publicly owned systems are generally designed to
prov1de more access to the decision-making process, and are.
generally more responsive to elected officials and to com-
munity interests -- sometimes to a fault. Increasing costs
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'of tran51t and 1ncrea31ng requlrements for 1mproved operat— ‘ - n
ing effectlveness have heightened ‘the interest of many publlc Sl

transit agencies in- prov1d1ng a better balance ‘between opera-
ting efficiency and’ respon51veness. Nevertheless, ‘it is- o
clear that the advantage goes to. publlc transit organlzatlons

on the questlon of respon51veness and representatlveness. ‘ -

One of the pr1nc1pal advantages normally a33001atedv

' Wlth private management, when compared with public agencies,:

is the higher degree of administrative efficiency. However,

'-the special circumstances of the existing situation need to

be taken into account. The unusually large number of individ-
ual complements of managerial personnel in New Jersey producesi

a hlgh overall admlnlstratlve expense.

It is not llkely that these personnel could be ,
saved" in an- all—publlc organlzatlon, since New Jersey's
situation will require many more operatlng locations than a
transit agency which just covers one urban area. . However,
the facts illustrate that the present system of predominant

, prlvate management 1s not necessarlly admlnlstratlvely effl—

1

01ent.

R

In'addltlon to the 1ncremental costs 1mposed by the o

‘1arge}number‘of 1nd1v1dua1 companles,.another important ad- .

ministrative efficiency question is the complexity of the ad-
ministration of the current subsidy program, the capital and
operatlng grant programs, and the splintered regulatory sys-
tem. A substantial reorganlzatlon of these functions does S
have the potentlal of 1mprov1ng the quallty of admlnlstratlve

" performance.ﬂ

The recommended Alternatlve has the advantage of ,
unifying all of the publlc transit contractlng and regulatory
staffs within one agency in such a way as to allow a more '

flexible appllcatlon of thelr talents. ‘Additionally, as_theyf efff

State acquires the prlvate tran51t companles,,lt can ‘also
strive for 1mprovement 1n the use of thelr admlnlstratlve re= . -
sources. : : S

bThe recommended Alternatlve prov1des local govern—h

.ments with the option to organize reglonal transit systems.

This option’'is founded on the different publlc reactions to
reglonal organlzatlons which occurred at the public. meetings
held in northern and southern New Jersey. _First, reglonal
agencies are not mandated because there appears to be no pub-
lic sentiment in the northern part of the State in favor of

'multl -county regional transit organlzatlons. Second,,substan—

tial sentiment and technical merit ex1st in favor of a region- -
al agency in the New Jersey portion of the Camden—Phlladelphla‘
metropolitan area. One of the advantages of the recommended

_Alternatlve lncludes the fact that 1t recognlzes these
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dlfferences and the dlfferences among county and local govern—
ments to provide the administrative support essential to man-
age a system effectlvely. It provides 'a means for adequately
prepared and motivated units of government to make the finan-
cial and staff commitment necessary to complement or replace
the State or the private carrler.

In summary, analysis of the advantages and disad-
vantages points clearly to the conclusion that neither the
private sector. nor the publlc sector should be excluded from
providing public transit services. The recommended structure
should encourage and further the. development of a sound, uni-~
fied and consistent policy and plan for maximizing the bene-
fits of private ownership where it is feasible, and moving to
public ownership where it is not. Similarly, there appears.
to be no basis for the exclusion of local and regional agen-

- cies from supporting and/or providing public transit services

directly, as long as all related services can be adequately.

vcoordlnated and duplication eliminated. PATH, PATCO and Mer-

cer Metro currently operate publicly owned transit services.
When there is substantial local interest and demonstrated
ability for other logical regions to do so, such an option
should continue to be available. The recommended structure
should, however, provide a clear focus for policy decisions
and management of public transportation in the State of New
Jersey, and that focus should be the Public Transportatlon
Agency of the DOT ‘ L

The recommended‘Alternative includes'another imper—
tant combination of private and public resources. The public
operating agencies would be enabled to retain private transit

-management firms to manage publicly owned systems. This

would tend to combine the responsiveness and representative-
ness of public agencies at the policy level, with the more
businesslike aspects of private management in the implementa-
tion of those policies. This should help to increase the _
overall cost effectiveness of the publlcly owned segments of .
the system.

Evaluation of Finance Characteristics

In spite of the major differences among the three
preferred Alternatives in the degree of public ownership of .
New Jersey's transit system, the costs to the State (both op-
erating and capital) do not vary significantly from one Al-
ternative to the next. Our analysis of operating costs shows
that for Fiscal Year 1975, using data available from the Pub-

“lic Utilities Commission and from the Simpson & Curtin bus

subsidy contract study, the costs to the New Jersey Depart— ‘
ment of Transportation for operating bus transit services in
the State would be essentially the same for Alternatives I,‘f

- II, and III. If all the opportunltles for ratlonallzlng
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services and avoiding other costs were implemented, Alterna-
tive II could be ‘the cheapest for the State followed by Al-
ternative III. However, it must be stressed that some poten-
tial cost differences are "opportunities" to save, rather
than hard figures. S '

Comparlng the Alternatlves on the basis of capital
investments results in almost the same conclusion. Under all
of the Alternatives, it is assumed that the State will pro-
vide the matching share for UMTA capital grants to purchase
new equipment and 1mp1ement major system improvements. Hence, 
the only difference in capital costs among the Alternatives
would be for the.acquisition of the current assets of private
carriers under Alternative II and III.

-

- Alternative II, encompassing the purchase of ‘the
assets of all regular-route bus operators, could cost the

- State a maximum on the order of $20 million, assuming that

UMTA pays for 80% of acquisition. Alternative III, which al- .
lows for the continued operation of the unsubsidized carriers,
would involve lower acquisition costs than Alternative II.
Alternative I, with no acquisition costs, is therefore the
cheapest Alternatlve in terms of cost to the State for capi-
tal 1nvestments.

Alternative I would have the‘advantage of maintain-
ing the profit incentive of the private entrepreneur and may
hold down the total cost of wages and benefits slightly long-

. er than Alternatives II and III. On the other hand, with Al-

ternative I, New Jersey will not accrue other cost savings,
would have only limited control over operations of the ser-
vices for which it pays, and would be unable to achieve the
maximum economies of management and service rationalization
possible under Alternative II and, to a lesser extent, under
Alternative III. Alternative I would also enable the private
operators to keep the profits including those from charter

- operations, some of which would undoubtedly accrue to the

State with Alternatives II and III.

~Alternative I, which involves paying private carri-
ers standard costs rather than the current practice by New

- Jersey of paying -actual costs, will put some of the private

carriers with high actual costs in the position of not being
able to break even at the new subsidy levels. At least some
of these carriers are likely to seek to discontinue or to al-
ter the service they provide, or will request that the State
buy them out.: The State will be faced with a situation in
which the service must cease or deteriorate drastically un-
less they are able to purchase the private carrier. It might
be that some high cost services are not due to company inef-
ficiency but rather to the nature of the route. Eventhe best
of formulas cannot equitably deal with every complex aspect
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of ‘the costs of transit operations. Therefore, if the State'
does not have an ability to purchase private carrlers, it
may lose the ablllty under Alternative I to set pollcy to
prov1de the serv1ce levels it w1shes.

Alternative II would enable the State to achieve.
the maximum administrative and management economies and, .
through the elimination of duplicative services and coordln— o
ation of remaining services, achieve a more cost-effective
transit operation overall. - The State would receive profits .
from some operations to help defray costs, and would be re-

‘lieved of paying certain taxes currently paid by subsidized

carriers and, hence, indirectly by New Jersey DOT.  On the
other hand, wages and benefits are llkely to grow fastest
with Alternative II and the cost of acquiring the private op-
erators would be higher than for Alternatlves I and III.

Alternatlve IIT enables the State to achleve many
of the cost sav1ngs resulting from more efficient management

and operatlons as in Alternative II; enables the State to .
make available to the remaining private,carriersfSOme'formeré"

ly subsidized operations along the same routes; delays some-
what the wage and benefits escalation which might occur with
Alternative II by maintaining profitable private carriers;

has lower capital costs than Alternative II; and could enable:
the State to operate some charter services for profit. On

the negative side, all the carriers acquired by the State
would be unprofltable and the maximum operating economies
achievable with Alternatlve 11 would not be pos51ble under,
Alternative III. ‘ v : y Lo :

Turning to the issue of a fundlng source to support
continued publlc investment in the State's public transporta-
tion system, it is clear that rational’ programmatlc control
is only possible with a stable, growing source of funds
identified and made available to the Department. Our analy-
sis suggests that, of the sources initially considered, the
gasoline excise tax appears to be the most appropriate and
feasible primary source. Excess revenues from the toll road .
authorities should also be used for transportation system 1n—r‘
vestments, 1nc1ud1ng both the transit and highway programs, '

" but this source is too unpredictable to be exlcu51vely re=.

lied upon.

Evaluatlon of Transportatlon
Operatlons.

_ The three preferred Alternatives differ 31gn1f1cant-lj”ﬂf

ly in the extent to which they promote operator responsive-
ness to State and local goverment policies and facilitate
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, standardlzatlon, jOlnt fare programs and marketlng act1v1t1es

"c1tlzen 1nput to dec181ons affectlng operatlons. Slmilarly,'
. there is considerable variance among the preferred Alterna="

tives in terms of the State's ability to influence improve-

- ments in operator product1v1ty and admlnlstratlve efflclencyﬂw

and to facilitate operational and serv1ce ratlonallzatlon, o
coordlnatlon and 1ntegratlon. : : '

' ' Alternatlve I Wthh would 1ncorporate a standard
cost formula for allocatlon of State operating subsidies to
private operators, would encourage continued private manage-
ment of operations while providing incentives for efficient
and cost~effective operatlons. On the negatlve 31de, Alter- |
native I would continue the ex1st1ng problems concerning the

‘distribution of new capital equipment. Also, by maintaining

the existence of both sub51dlzed and: unsub51dlzed carriers,

" Alternative I would be less respons1ve to service requests
made by local governments and private citizens and would make

it more difficult to achleve an optimum level of integration
and coordination. On balance, Alternative I offers little
opportunity to s1gn1f1cantly 1mprove tran51t operatlons 1n
New Jersey. ‘ v v

' Under Alternatlve II the State, as the owner/oper—
ator of v1rtually all regular route bus transit service, ;

- could move to achieve maximum operatlonal effectlveness.,'Alef

ternative II should assure responsiveness to the executive .
and leglslatlve branches of State government. L1kew1se, re-
sponsiveness to local governments and transit- dependent

groups would be maximized by this Alternative. It would en-
able the State to restructure service and more ratlonally de-

ploy available resources through system' modlflcatlon, fare 3

_ Alternatlve III retalns many of the advantages as-ﬂ.
sociated with all-public ownershlp,‘w1thout some of its in-
herent inflexibilities. Private carriers would have the . op—.

- portunity to take over some currently subs1dlzed services if

they could operate such services efficiently. Efficiencies :
of scale, service coordination and elimination of duplicative
and competitive operatlons ‘achievable with: Alternatlve IT
would also be afforded, to a substantial degree, by Alterna-
tive III. * Yet, through the contlnuatlon of prlvate enter-

- prise in fulfllllng economlcally productlve service functlons;f'“'

cap1ta1 and operatlng cost" requlrements mlght be lessened

Evaluatlon of Regulatlon

All of the preferred Alternatlves assume an im-
proved basis for analy21ng transit costs. and revenues and

~setting fares and service levels. Rather than the outmoded
~and irrelevant return-on-investment rate-base technlque.

requlred by statuE:for publlc utllltles, operatlng ratlo would~d
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-be adopted as the foundatlon for rev1ew1ng fare 1ncrease

requests.u“

h” All of the Alternatlves recommended that ex1st1ng
economic regulatory authorlty would be centrallzed in a new

‘State agency and combined with ongoing plannlng, monltorlng'

and. pollcy—maklng activities. To. the various extents :
possible under the Alternatlves, this Agency would take the
initiative in- developlng and 1mplement1ng a coordlnated,:
eff1c1ent tran31t system.,_ : L

Flnally, all of: the Alternatlves assume that regu—k.\

_ ’latory authority for public transit vehicle safety would be
- consolidated with existing publlc safety respons1b111t1es
- which already ex1st w1th1n the Department of Law and Publlc

Safety

Slgnlflcant dlfferences ex1st among the Alterna—

'tlves with respect to how, ‘and to what extent, centrallzed

regulatory authority can be utilized. For example, Alterna-

tive I would utilize regulatory authorltv when and where pos- _:b

sible to improve operatlng and economic efficiency of a tran-

'sit system comprised of many private operators. While pro-

cedural improvements would be felt immediately, 51gn1f1cant -
system rationalization would proceed slowly and no unilateral
regulatory actions would be taken. Rapid 1mplementat10n of
public policy would be frustrated by contlnulng negotiations
with 1nd1v1dual operators concernlng changes in ex1st1ng
serv1ce.l _ ‘ : S

'im Alternatlve II would prov1de for. the relatlvely
short-term, unilateral exercise of regulatory authority to -
rationalize the ex1st1ng tran31t system. Public policy and

- planning decisions ‘could be’ lmplemented unlformly without

lengthy legal and administrative entanglements. However,
new public participatory mechanisms woulcd have to be created,
and some traditional regulatory procedures ‘'would have to be

“maintained 1ndef1n1tely for prlvate charter and spec1al
~bus operatlons. o . . oo R

, Alternatlve IIT would aggres51vely utlllze regula-"
tory authorlty in the short term to eliminate unnecessary
duplications of service and to strengthen economically '
viable private operators. Thereafter, an evolutionary sys-
tem rationalization process would take place which promotes
continued operation of profltable private routes, and per-
mits State purchase of- unprofitable transit operations. :
This process would be based on the maintenance: of an adequate.
level of transit service throughout the State. Overall, ‘
Alternative III has more- flex1b111ty than Alternative I in

the utll;zatlon of regulatory authorlty,‘and greater
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leverage for. 1mp1ement1ng pollcy decisions than Alternatlve
I, but somewhat less _than Alternatlve IT.:

Evaluatlon of Plannlng

All three preferred Alternatlves contaln several
identical recommendations about how future transit planning
should be carried out in New_Jersey., ‘All Alternatlves‘re-. .
spond to the need for a significant increase in the capabili- -
- ties of New Jersey DOT in transit technical analysis and plan-
ning. Similarly, the Alternatives all relocate the regula- '
tory function, plaCLng it in the same organization with the
function of service improvement planning. Increased staff
resources are needed to carry out that short-range operatlons
‘plannlng.> : . : :

All three preferred Alternatives recommend a much
closer tie between service planning and regulatory decisions
in order to reorient transit regulation to reflect the cur-
rent economic characteristics of transit services. New Jer-
sey DOT would thus have the capability to identify service
needs throughout the state and assess the relationships among
level of service, fare, and ridership for different serv1ces.v
. A key result of augmented planning capabilities will be a

.hlgher probablllty of qualifying desired State programs for
maximum federal funding and a more cost—effectlve allocation
of State funds.;. ' :

Wlth respect to plannlng, ‘the major differences
- among the three Alternatives are the number of participants
in transit planning and the relative roles of New Jersey DOT
and the private operators in . 1mp1ement1ng de0151ons.'

, " Alternative I, because it retains all prlvate oper-
ators, will entail more dlfflculty for the State in implement-

ing its planning decisions, in 1ncrea51ng system productivity,

and 1n involving prlvate carriers in the plannlng process.

Alternatlve II, whlch concentrates ownership at the
State level, is the most desirable Alternative from the stand-
point of the State's ability to plan and carry out service im-
.provements and ratlonallzatlons with the fewest hurdles to be
overcome. S ;

Alternative III is more desirable than Alternative
I, but less desirable than Alternative II in terms of the
vState s control over the 1mplementat10n of planned transit
1mprovements.
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IV. MANAGEMENT AND ORGANIZATION

- The consultant recommendatlon encompasses several
changes in the management and organization of the various

functions essential to public transportatlon in the State of

New Jersey. Each of these recommendatlons has been" developed,

after con31deratlon of the strengths and weaknesses of the -
v‘ex1st1ng structure for delivering public transportation ser- o
vices in the State, and after evaluatlng a number of alterna-

tives for 1mprov1ng ‘the dellvery of those services. The re-

commended ‘management and organlzatlon changes are as fOllOWS’ .

' ® Create the New Jersey Publlc Transportatlon o
. Agency (PTA) within the Department of Trans—f-
portation; glve it the powers and duties of -
the ex1st1ng Commuter Operating Agency, plus _
‘the power to own ‘and operate bus and rail sys-
_tems directly or . through contract management,;

abollsh the Commuter Operatlng Agency,

orTransfer all tran31t regulatory authorlty of
.~ _the Board of Public Utility" Commissioners and
. the Commuter Operating Agency to the PTA; es-—.
tablish. operating ratlo as the ba51s for reg-y‘
ulatlon of fares,, lﬂ“ - o

™ Prov1de the PTA w1th all the Dowers, ‘duties

. and respon51b111t1es necessary to’ regulate(
private carriers;  to perform»tran51t opera- -
“tions planning; to acquire, to own and:op—“
‘erate rail and bus transit; to prov1de pure
chase-of-service: subs1d1es for buses on a:
_temporary ba51s, and for. rail as convenlent
- to the PTA ' and to provide management as-
. sistance == such as statewide purchasing,
~overhead services, marketlng programs - to.
publlc and prlvate carrlers, bus and rall

) Enable, but not requlre, the organlzatlon of L
;county or multi-county reglonal transit agen- .
cies at the option of the oart1c1pat1ng lo-
cal governments. Give such agencies the’ power”
to acquire, own -and operate transit. serv1ces,r
or to purchase serv1ces from publlc or prlv— o

~ ate carriers; » :

ﬁo'Ellmlnate the ex1st1ng sub81dy program for

- bus carriers, and provide a new standard
‘cost .based sub51dy program for whatever -
.llmlted bus subsidy agreements’ mlght be" L
necessary on an 1nter1m ba31s.¢ .
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The management of tran51t serv1ces in the State
would be provided by the follow1ng organlzatlons,, :

/::o The Publlc Transportatlon Agency
15 Profltable bus carrlers A

bo_PATH, PATCO, Mercer Metro, and p0531ble
.'future reglonal tran51t aqen01es,.,

fo‘ConRall

) Unprofltable carrlers under temporary sub—
- sidy agreements with the PTA, pendlng thelr‘
_dlscontlnuance or acqulsltlon :

‘ The 1nternal organlzatlons of ‘the prlvate carriers
will be left to their ownership. Prlvate carriers will. be
supported and assisted by a number of changes; 1nclud1ng im-

proving the regulatory process, changing the rate-setting
,.foundatlon from rate-of-return.to operating ratio, continu-
- ing capltal a551stance, ‘and using the State's new plannlng,

“regulatory and operating: powers to. ellmlnate overlapplng,

dupllcate and competltlve serv1ces.-

PATH and PATCO w1ll contlnue to prov1de ‘the- rall
transit service which they now provide. Mercer Metro w1ll
either continue to operate as a county agency, or may be.
taken over by the PTA as the State and ‘County may agree.
Other countles will be- authorlzed to operate or contract
for the operation of service either directly or by creating
a s1ngle county or multl county agency W1th operatlng powers.

Commuter rallroad serv1ces Wlll contlnue to be pro-

'v1ded by ConRail until and. unless, at the optlon of the PTA,

such services should be curtalled,.reVLSed or taken»over by

_the PTA operatlng d1v151on.,'

" The. Publlc Transportatlon Agency w1ll manage such

vbus serv1ces and rail services as it chooses to acquire and

operate, prlmarlly those which are now provided by unprofit-
able carriers. The decision to acquire any particular exist-
1ng carrier w1ll be made on a case~by-case basis with empha-

'sis on the preservatlon and development of ridership and the

enhancement of profltable carriers. The PTA will ‘provide
either direct or contract management, from ex1st1ng manage-
ment personnel or other sources of skilled transit management,
1nclud1ng prlvate tran51t management companles.

The ex1st1ng carrlers whose services are not prof1t~'
able will be allowed to curtail, discontinue or abandon ser-

v1ces, to 1ncrease thelr fares to a profltable level , Or w1ll'”
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be aoquired’by the PTA depending on theroircumstances.f The
PTA will be authorized to provide an 1nter1m subsidy for a

- limited period until such time as the PTA is able to complete

the acqulsltlon ‘and provide for competent management

It is poss1ble that in the development of a base
serv1ce plan and the rationalization of tﬂe bus transit sys-
tem, a transit service area may coincide closely' with the
routes and area presently served by a single subsidized pri-
vate company. In that event, a careful analysis should be
made to determine whether it is more cost effective to

opurchase the private operator or continue subsidizing the

private carrier for a perlod of time subject to regular re-
assessment. : : .

’The New Jersey Publlc

The most 31gn1f1cant organlzatlonal change is- the

creation of the New Jersey Public Transportation Agency as a
line agency within the Department of Transportation. The
agency will report to and work with the Commissioner of.
Transportation in carrying out its responsibilities. The
Agency's affairs will be directed by a Board of Directors,
chaired by the Assistant Commissioner for Public Transporta-
tion, who will be the Chief Executive Officer of the Agency.

A General Manager w1ll report to the A351stant Commissioner.

~ The PTA w1ll function as an 1ntegra1 part of the
DOT, and the As51stant Commissioner for Public Transportatlon

- will continue to have the authority to call on the Director

of Engineering and Operations, the Director of Planning and
Research, and the Director of Administration for the support
which those d1v131ons currently provide. :

: The PTA w1ll have the follow1ng pr1nc1pa1 respon—
51b111t1e5°

® Economic regulatlon of all public transportatlon
operated within the State, succeeding to the
present transit regulatory powers of both the
'Board of Public Utilities Comm1s51oners and
‘the Commuter Operating Agency,

o,Management of the State's commuter railroad
activities and the State's relationships w1th
ConRail and AMTRAK : S

° Management of the_Statefstresponsibilities
under the Urban Mass Transportation Adminis- -
tration operating and capital assistance pro-
grams, and. demonstration programs;
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e The power to contract with prlvate carrlers or
publlc agenc1es for transit serv1ces,v e

- Q'Authorlty to purchase and lease to prlvate op—
erators or public agencies necessary publlC";
vtran51t fac111t1es and equipment; 8

bo,Authorlty for the. constructlon, lea51ng or
acquisition by negotiated purchase or emlnent
~domain of necessary public transportatlon
fequlpmentsand fac111t1es.

The affairs of the PTA w1ll be dlrected by a :
Board of Dlrectors of five (5) persons, chaired by the Ass1s—
tant Commissioner for Public Transportation. = The. Board mem-

‘bers will be appointed by the Governor, and should serve Lo
‘at the pleasure of the Governor. Members of the Board will =
“be selected so that they reflect a balanced view of the man- -

agement and policy issues to be dealt with by the Board.
Selection for membershlp should 1nclude the follow1ng con51d-

f.o'Knowledge and experlence in bu31ness management
and flnance, e L

° Knowledge and experlence in oubllc admlnlstra—'
~tion and flnance - : oo

_o'Knowledge and experlence in publlc transporta—"
»tlon management and plannlng, : :

e Sen81t1v1ty to user needs and - publlc prlorltles-

° Knowledge and understandlng of publlc transpor—
-tatlon issues at the local community level.l'

: _ Membersishouldgbe.residents of the State'of New Jer-
sey, .and should have a geographic spread: reasonably close to
the incidence of public transportation services and fa0111—. :
ties. Besides ‘the Chairman, no more" than two should be a. mem—-
ber of the same polltlcal party.;l . ‘

The organlzatlon of the Agency is de51gned to accom—7

l pllsh several objectives: which are essential to the success- =

ful 1mp1ementatlon of a sound public transportation system

for the State. ‘The Agency needs and should have substantial BT

authority to perform its functions.  However, very few new

- powers not now vested in an existing State agency or local

agency will be required. The effect of the creation of this"
Agency then is not to create any new power for a public agen—

¢y, but rather to vest ex1st1ng powers 1n a 81ngle agency in_
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order to use them in pursuit of a single set of clearly arti-
culated policies. The key objectives which have gulded the
development of this recommendation are:

) Untying the presently complex and confusing
regulatory system in which two different _
State agencies regulate transit with no common
policy objectives and on outmoded regulatory
grounds. The present system in which the PUC
regulates unsubsidized carriers and the COA
regulatés subsidized carriers is time-consum-
ing, unnecessarily indecisive, and sometimes
creates a no-man's-land in which neither or
both agencies have jurisdiction;

e Combining regulation, short-range operations
planning, operating and capital assistance,
and public operating responsibilities under
a single agency with a unified transit policy
closely coordinated with other State surface
transportation policies:

® Providing for an administratively simple, uni-
fied.organization to perform the Agency's
functions, with the fewest possible constraints
on internal flexibility and management preroga-
tives with respect to personnel;

e Conformity with the "desirable characteristics",
established in the evaluation of the alterna- .
tives considered during the study, including
responsiveness, representativeness, feasibili-
ty, and administrative and operating effici-
ency.

Organizing the PTA

The PTA would function through three divisions;:
Service Improvement and Regulation, Transit Operations and
Transit Assistance. Each division would be responsible to
the Board through the Chairman and Chief Executive Officer
for its particular duties as outlined below:

The Division of Service Improvement and Regqulation.
This Division will have the two sets of responsibilities its
name implies. 1In general, one of the objectives of the regu-
latory function will be to enhance the profitability of priv-
ate carriers through improved and more responsive regulatory
policies and procedures which provide a balance of public in-
terest and just compensation. Of particular importance is
the change in the basis for rate-setting to "operating ratio,"
a system which provides for a reasonable profit in the pres-

IV-5
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ence of decllnlng capltal lnvestment and 1ncrea31ng costs of
labor, and the integration of regulation and service plannlng
under one set of policies admlnlstered by .one agency.a This )
is designed to ensure cons1stency between' the State's actlons>
as a regulator, planner, operator, and source of flnan01al

=a351stance.<a

The Serv1ce Improvement functlon is a partlcularly

'1mportant one. Its key elements. will determine the future of ;”v'

specific trans1t services and individual tran51t companles.,

' The Service Improvement Division will have responsibility for
- service planning to assist in the regulatory and operatlons
" planning decisions, with" spe01flc respons1b111ty to-eliminate
~duplication and unnecessary competition, to improve 1ntermod- .
- al coordination, and to- develop plans to enhance the Vlablll-"

ty of private carriers and to. 1mprove the quallty of service

~and the cost-effectiveness of private and public expenditures =
for transit services.  In addition, it will be the responsibi- . =

lity of this offlce to do the analysis to determine whether a-

B partlcular company's service is essentlal and can no longer
“be effectively supported with fare box revenues ‘without count-

erproductive reductions in ridership.. The p0551b1e result ofv
such analyses would be:a recommendatlon that. the State or

t another public agency move to acquire the company, that its

essential services be- performed by another carrier, or that

it be allowed to dlscontlnue serv1ce altogether,."

ThlS lelSlon w1ll also have the respon81blllty for ff

;produc1ng a transit service plan for- the State, setting forth
~ the quallty and quantity of essentlal public transportation
- serv1ces to be provided by private and public operators with- -

in the State. This plan should be produced as soon as possi-
ble, and will prov1de the basis for serv1ce ‘related decisions

by the regulatlng and operatlng lelSlonS. (See Chapter VIII).

: :  The Division of Trans1t Operatlons will have responf;V s
,_31b111ty to operate, dlrectly or through ‘contract management,
- all of the publlc transportation services to be acqulred by

the Agency. In general, this would initially include the es-’?'
sential services 1ncluded in the transit service plan and-

which now are prov1ded by unprofitable carriers.  The mlSSlon
of this division is straightforward and simple- to describe '

- but will llkely become the most difficult to achleve success-—

fully. The Division of Transit Operations has the- respon51b1—
lity to manage the State—owned publlc ‘transit’ system ‘provid-

- ing essential public transit services of a high standard on a

cost-effective basis. The obstacles to accomplishing this ob-
jective in the eyes of the rldlng public, who will judge ‘the

quality and quantity of service daily, and in the eyes’ of the =
public officials and taxpayers, - who must approprlate ‘and pro--
~ . vide the funds for ‘the necessary sub51d1es, are substantlal
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They include increasing demands for service, increasing costs

© of fuel, materials, supplies and equipment, and most important-

ly,the 1ncrea31ng cost of labor of malntenance and operating
personnel. In addition, many labor prerogatlves are protect-
ed by the labor protective provisions of the Urban Mass Trans-

portation Act, Section 13(c), which provides that no "worsen-
ing of condition" should result from the use of Federal capi-

tal or operating assistance funds. A substantial proportion
of the personnel to be employed under this division are poten-.

tially under the protection of this provision. Federal assis-

tance is an essential part of the plan for f1nanc1ng the re-=
qulred serv1ces and facilities.

v On a more p031t1ve note, the Division w1ll have the
respons1b111ty and opportunity to implement in one unified

~operation a number of substantial improvements in the exist-

ing system which are difficult or impossible to accomplish un-
der diverse prlvate or public ownershlp These opportunities
1nclude , : :

° Unlfled or coordlnated ‘fare structures between
~bus and rail servicesy , :

- @ Elimination of some overhead and general
administrative'expenses presently incurred
by the .76 companles and assoc1atlons now
Hprov1d1ng service; S :

@ Elimination of overlapplng and competltlve
serv1ces, 5 :

o Improvement in 1ntermoda1 coordlnatlon,:

‘@ Economies of scale in purcha51ng, fixed
cOsts,fand many major maintenance functions;

. Pooling of management skills and spreadlng j
-~ the capabilities of. spec1a11sts for ‘the en-
tire system,

@ Establishment,of standards for service, and
the rationalization of services within the
system by reducing underutilized serv1ce, and

:‘expandlng overloaded services;

® More flex1ble fleet utilization and replace—
~ ments for both bus and rail fleets

None of this is to suggest that costs of service
will certainly go down or that out-of-pocket savings will be

“achieved. Thls has not been accomplished under private

CIV-T.
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management, and 1t will not be accompllshed under . publlc.
ownership and management. Improved cost-effectiveness can.
be achieved however, and future growth in costs can be some-
what offest by product1v1ty 1mprovements, and these should
be ~continually pursued. . . :

- An 1mportant resource for the Operatlons D1v151on
is the availability of private management organizations. whlch

.can provide expertise in virtually every management function

required to operate the system. - In addltlon, there is a sub-
stantial transit management expertise among the existing New
Jersey agencies and operators. - In setting up the" Operatlons
Division, the available operating management resources of

the companies operating within the State would be carefully
assessed and made use of whenever the opportunlty presents'
1tself. : : .

_ The optlon of using a. prlvate transit management
firm, on an interim or permanent basis, should also be a high
priority consideration in deciding how to organlze the manage—”‘

'ment of the State-owned system.

Flrms which prov1de trans1t management ‘teams to pub—
lic agencies have been used by a number of agencies which are

- faced with the responsibility to operate a newly acquired

system with llmlted transit management resources within their
own organizations. Connectlcut Rhode Island and Maryland
have all hired such firms to manage their State-owned systems.
Many major metropolitan areas, such as Miami, Houston, Minne-
apolis-St. Paul, Denver, Kansas City, and Rochester have
chosen this management’option;-‘In some. cases, notably in
Milwaukee, public agenc1es have retained local management
teams from the previous private operator to continue to man-
age the system after acquisition. The private management op-
tion is usually chosen by publlc agenc1es for one or more of

: the follow1ng reasons:

B ) They provide ‘instant management capablllty
for a public agency which is not able itself
to provide direct management and, frequently,
feels it must replace the management of the
company belng acqu1red~ . ;

e They prov1de a back ~up reserv01r of management-
specialists in addition to the resident manage-.
ment team which can be called upon as needed
without having to support thelr costs on a
full time basis;

Iv—8_ _’






" ® They provide‘insulationtbetween organized
operating personnel and public agencies not
used to (dealing w1th)collect1ve bargaining;

® They prov1de 1nsulatlon between politidal
pressure for jobs and effective cost control.

Some agencies have decided to use management com- .
panies on a permanent or indefinite basis. Others have used.
them during a start-up period of a few years, and then have
established their own direct management to succeed the priv-
ate management companies. Another option is to retain a firm.
to provide "turn-key" management, in which full-time manage-

ment personnel are provided to manage the system on a transi—__’

tional basis, and to hire and train a permanent management
team for the agency.

It is. clear that the PTA w1ll be faced at an early
date with the problem of managing bus services. PATH and
PATCO will continue to own and manage their rail transit sys-.
tems for the foreseeable future. The more difficult circum-
stance to predict is the possibility that the PTA will have
to assume responsibility for management of any of the commut-.
er railroad services now provided by ConRail. The recommenda- .
tion therefore is that the PTA have substantial authority to
deal with all rail matters in order to have as many options
as possible and to have as strong a hand as possible in

"dealing with ConRail. The powers of the PTA should include

the authorization to acquire, and operate dlrectly -or through
contract management, such commuter railroad, rail transit or

-other exclusive right-of-way system as the PTA may determine

is in the public 1nterest, subject to pertinent regulatlons
and laws. S

The third division of the PTA is The Transit Assis-
tance Division. This division has a number of responsibili~
ties, the thrust of which are to manage assistance and sup-
port of public and private rail and bus systems.- The respon-
sibilities of this division are w1de ranglng and dlverse, and
1nclude the following: -

e Management of the State's capital program, and
management of the acquisition and. lea51ng of
equlpment and fa01llt1es to private carriers;

® Management of operating assistance to rail car-
riers, and management of the interim subsidy
program'to non-profitable.bus companies;'

® Management of the acqu1s1tlon of unprofltable
bus companles,‘ .
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e Management of a State-wide transit marketing
program to encourage the use of transit, for
both private and public carriers;

e Management of special projects such as handi-
capped and elderly transit needs, service de-
monstrations, rural transit programs, and
other special services;

® Provision of special management assistance to
private and public systems to improve their
cost-effectiveness. Such services might include
joint-purchasing, assistance in insurance and
claims, pooling of facilities and equipment,
productivity analysis, scheduling and route
planning assistance, or similar ‘services;

o Management of State?owned facilities not un-
der the direct control of the Operatlons Divi-
sion.

'The Role’ofithe‘Board

The Board of Directors will function as the policy

 body and establish the procedures, rules and regulations un-

der which the Agency will perform its responsibilities. The
powers of the Agency will be vested in the Board, and the
Board will have the authority to delegate most of its author-
ity, under specified terms and conditions, to the Chairman.
Final decisions in all regulatory, financial and contractual
commitments will rest with the Board. The activities of the.
Board will be subject to appropriate civil and administrative
procedural requirements, 1nc1ud1ng normal restrlctlons in con-
fllctS of 1nterest.

o Membershlp in the Board will be a part-time activi-

ty, except for the Chairman who shall be full-time. The

Chairman should receive no additional compensation over and
above his salary as Assistant Commissioner. All members of
the Board shall be reimbursed for expenses incurred in the
performance of their duties.

There are three approaches to compensating members
of publlc agency boards:

° Payment of fixed sum per year, by law. This
-amount, 1f low, tends to be an honorarium, and
if high, tends to be a political plum. Argu-
ments for this approach include the fact that
adequate compensation will attract highly quali-
fied members;

Iv-10
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o Payment of per dlem for meetlngs and Agency busi-
ness. This approach relates compensations to
‘effort, but also tends to create unproductive
effort in order to produce more per diems. This
can be controlled by an annual limitation. -

e No payment. This tends to be a penalty to some
potentlal board members who might have to give
up some income to take the time to work on
agency matters. It eliminates the "plum" aspect
of membership, and tends to improve the public
perception of the Board. It also tends to limit:
board membership to those who are flnanc1ally
independent, or those who will not lose income
from their full-time endeavor due to this obliga-
tion, or those whose personal commitment to the
‘problems .and missiOn of the agency is greatest:

On balance, it is recommended that members be pald
a per diem for their partlclpatlon in official meetings of ,
the agency, with an overall. annual 11m1t at the level of ap-
proximately one-fifth of the annual salary of the Assistant.

Commissioner. This is based on the assumption that the busi-

ness_ofvthe Board will not consume more than one-fifth, or
more than a day a week, of the time of the Board members
other than the Chairman, whose full-time efforts will be

~dedicated to Agency business. The recommended payment is not

intended to compensate members fully for all of their time .
for preparation and for act1v1t1es associated with responsi-
bilities as board members. It is 1ntended rather as’ reason--

able assurances that no member will be unduly financially -

penalized for the time involved in Agency meetings. Controls
over the abuse of the per dlem will include: - :

® Payment only for attendance:at off1c1ally
convened meetlngs of the Board;

e Statutory llmltatlons on the annual amount
paid; . :

o Statutory establlshment of the amount of the
per diem allowance. :

Per diem payments would be prohlblted for any board members -

who mlght be employees of any State, reglonal or local govern—‘”

ment agency.

The Board will have the respon51b111ty to conduct

its affairs within the general policy review of the Commis-

sioner of Transportation. The Board will not have the au-

’thorlty to dlrect the Comm1531oner, or any employee of the
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Department outside of the Agency, to take any action. The

" Board must submit the Agency s budget to the Commissioner

and it shall be included in the Department Budget requests;];

- The Commissioner may make whatever changes in the budget of

the PTA he determines are warranted, with appropriate ex-

‘planations to the Aqency.= The Assistant Commissioner will have 1

the responsibility for representing- the Department of Trans-
portation policies to the Board. Agency financial commlt- }
ments will be subject to rev1ew and approval by the Commls-

= s:.oner.

The Chalrman and Chlef Executlve'

Officer of the Board

The Ass1stant Comm1531oner for Publlc Transporta—

‘tlon shall serve ex-officio as Chairman of the Board and

Chief Executive Officer of the Agency. He will have three:
principal responsibilities: 1) to represent ‘the Department

‘and the Commissioner on the Bdard 2) to chair the Board,

and; 3) to direct the activities: of the Staff of the PTA,
1nclud1ng coordinating the PTA relatlonshlps with other divi-

sions of the Department. As Chief Executive Officer, he will

be responsible for carrying out the decisions of the Board.

~As Chairman, he will be respon51ble for coordlnatlng Board ac-

tivities with Department policy, and for assuring that the
PTA performs its duties and respon51b111t1es.'~ :

The Chalrman w1ll malntaln certaln functlons w1th—v

in hlS own office on a staff basis to- support his performance'a”"

as the key public transportatlon official in the State.
These will include Federal and 1ntergovernmental relatlons,
monitoring and lobbying for- leglslatlon, assuring maximum

‘State entitlement and participation in Federal funding, and

directing the activities of the three divisions of the PTA.
Addltlonally, he will: use his authorlty as. A581stant Commis-
sioner to assure adequate support for the PTA by other d1v1-v
81ons of the Department.f : o : ,

Staffing'the‘PTA; '

Administrative and operating efficiency has‘been a

key crlterlon in developing management and organizational re- .

commendatlons. The analysis in the earlier stages of the‘“

“study has shown that the existing comblnatlon of too many in-

dividual private carriers, too many overlapping regulatory
agencies, cumbersome civil service restrictions, and complex

"~ labor protections is placing a severe burden on the adminis-
- trative and operating efficiency of the system today. The
~ objective of the recommended plan is to reduce the complexi-

ty, make the best use: of available resources, and achleve
whatever sav1ngs are p0851ble . ,
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‘The basicfreoommendations“fOrfstaffing thevAgencyv

Exempt all p051tlons under the Agency from the'
Civil Service System, and require the PTA to _
adopt a personnel and compensation system based -
on merit and on the quallflcatlons of 1nd1v1-,
duals; R

Permit those State employees who are currently
performing work to be performed by the Agency
to be assigned by the Agency to similar work
in the Agency personnel system without losing

‘their individual pr1v1leges to retain their

civil service status:and entitlement to compete
for civil service jobs in other parts of the
State system,

Permit and enconrage-thOSe_State employees now

performing work to be performed by the Agency

to compete for jobs under the Agency: personnel
system on a: permanent basis, - substltutlng the -
Agency system for their civil service entitle-
ments. In such cases, the Agency may credit
State service for determlnlng such things as

vacation entitlements;

?DO»nOtvrequire the_Agency'to transfer existing'
,State 01v1l.serVice employees to Agencyvjobs;

Consolldate as many as’ poss1ble of the general
and administrative functions of the transit sys-
tems to be acqulred and reduce the overall ex-
penditures in that category. (Existing general
and administrative costs of the presently sub-

 sidized carriers are "about twice. the norm for
‘a randomly selected group of 12 publlc trans1t
_ agencles),_, : -

Carefully rev1ew the ex1st1ng middle’ management
personnel in the private carriers to be acquired
with the objective of retaining the best local N
management talent at the operatlng level-

jAuthorlze the Agency to- bargaln collectlvely
. with organized employees of the private com-
-panies to be acquired and authorize Agency

management to promote from within those oper—

ating ranks to middle management and supervisory

p081tlons in any d1v1s1on of the Agency,v‘

1v-13
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_o Prov1de the Agency with the maximum amount of
flex1b111ty and discretion in hlrlng, firing
b_and promotlng 1ts staff. .

The ex1st1ng system has several obstacles to the'd
klnd of flex1b111ty and internal consistency which must be

established if the. de31red ‘level of administrative and oper-
_ating efficiency is to be. reallzed. As many of the obstacles

as possible must be removed by the recommended structure.
They include present civil service constraints to the DOT

~hiring spec1allsts at hlgher ‘levels from outside the system,.'
- civil service constraints on- attractlng quallfled junior per- -
vsonnel lack of adequate training and retraining programs to
" prepare c1v1l service" personnel lacklng transit experience

for work in this spe01allzed field, and a salary inadequate .

-~ to compete with other transit agencies: for the quallty of
: talent necessary to manage thls endeavor.

; A more serlous constralnt on admlnlstratlve and op-

‘erating eff1c1ency exists outside the DOT where 76 individual

private companies, each with its own management and supervis- -
ory personnel, each with its own general and administrative

personnel, each with its own non-productive overhead, serve

to reduce- overall administrative efficiency in the State.

- Finally, the protections provided to labor by Federal transit

law severely limit the discretion which the Department has in.
deallng with productivity and eff1c1ency in the organized

‘ranks of the transit systems. Changes in work rules requlre

collective bargaining, and are- generally subject to the review

“and approval- of the Federal Labor Department and union offi-.
cers. , o _

The- obstacles which the State ‘can remove,'lt should’

remove —-'prlnc1pally in the exemption of the Agency from

civil service constralnts in hlrlng,_salarles, promotlon,

and - flrlng._m
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V. FINANCE

Sole rellance on an annual leglslatlve approprla-
tlon of general revenues for public support of transit oper-

ations and the use of bond financing to fund capital improve-

ments make it difficult for New Jersey to assure a continua-
tion of essential services or the expansion of services
which many communities desire. While the existing system
of yearly legislative apportionments has the advantage of
assuring up-to-date legislative judgments on funding tran-
sit improvements versus other: publlc needs, it also makes

it difficult for New Jersey DOT to do reliable capital pro-
gramming, as required by the Urban Mass Transportatlon
Administration (UMTA) as a prerequlslte for receiving fed-

‘eral grants.

To give New Jersey DOT the capability‘to*plan

- transit service improvements and program investments .to

implement them, the State must provide it with a dedicated
revenue source that is flexible enough to keep pace with
inflation and stable enough to yield predictable amounts

‘annually. The tax source used to fund New Jersey transit

should not only provide funds for public transportatlon but
also encourage the publlc to use the tran51t serv1ces belng
provided. : ‘ ‘

Therefore, it is our recommendation that a por-
tion of the tax on gasoline be changed to a percentage of
the price so that revenues will grow as the price increases,
and that the proceeds of this excise tax on gasoline be
dedicated to expenditure for transportation purposes {both

‘highways and public transit). This tax should be applied at

the distributor or wholesale level rather than at the retall
level because that is how the current gallonage tax is . ‘
applied and administrative simplicity and eff1c1ency would
be maintained by d01ng so. '

A second source of funds that should be made
available to the State and dedicated to transportation ex-
penditures is the excess annual revenues of the New Jersev
nghway Authorlty and the New Jersey Turnplke Authorltj. :

‘The amount of State funds annually committed to
operating bus and rail transportation services in New Jersey
is sizable -- approximately $70 million in the current fis-
cal year. And despite all of our recommendations which
would increase efficiency, eliminate waste and reduce the
tax burden of transit, there is still a need for the same -
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order of magnltude of State 1nvestment in the future o

- if New Jersey wants to- continue a ba51c level of transit.

services.. Consequently, New Jersey should establish a

ydependable source of public funds to ensure continuation of
~essential transit operations and to implement additional

capital 1mprovements staged over several years ‘into thel‘
future._‘f SR : ,

Because of the grow1ng federal role in- support _
of public transportatlon, ‘any - dlscu351on of fundlng ‘sources
for New Jersey must consider potentlal federal funding

- available to New Jersey. - Table V-1 shows the amount of

federal UMTA Section 5 grant monies authorized by formula
for New Jersey over the next four years, to be spent for
either operating or capital. purposes.: If New Jersey chooses
to spend these funds to cover operatlng costs as they have

- done ‘in the past, the State will have to match each federal

dollar with a New Jersey dollar..”

Slzable federal support to New Jersey spe01f1cally;
for: capital projects is also available. - For example, in
September, 1976, the federal Department of Transportation
committed $400 million UMTA Section 3 funds to ‘finance the "
PATH extension from Newark to Plainfield (or a CNJ upgradlng),

.~ the electrlflcatlon and upgradlng of the Erie Lackawanna

Railway's Morris and Essex Division, and electrification and
rehabilitation of a portion of the New York and Long Branch .
Railroad. However, before final engineering and construction
on all such projects can be undertaken, New Jersey must con-

- tlnue to comply step by-step w1th all UMTA prodedures._;

Tax Sources

: Several sources of revenue for State flnan01ng of

i publlc transportatlon in New Jersey were analyzed during the

~course of this study Among the spe01f1c tax sources that
were evaluated are the motor fuel tax,- motor vehicle . regls-'
tration fees, an excise tax on ‘gasoline, the general sales

tax, the cigarette tax, and a payroll tax similar to one
used in Portland, Oregon.’ In addition, thorough reviews of
the annual financial reports of the New Jersey Highway
Authorlty and the New Jersey Turnpike Authority were. made
to determine the amount, if any, of dlscretlonary or excess
revenues avallable to these Authorltles each year. A

~ briefer review was conducted of the finances of the Atlantlc

City Expressway Authorlty, the conclu51on of which was that
~the financial possibilities of that agency contrlbutlng

revenues were 1nconsequent1al

Cov-2
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"Four-Year

Total

T'ABLE ’vq’

UMTA SECTION 5 GRANT MONIES ‘

AUTHORIZED FOR NEW ]ERSEY

SectlonS Funds Required New Jersey |

' Fiscal Year Authorlzed for NewJersey _Matching Funds =~ Total Fédefal plus State

§20,025,118 $29025118 - $ 58050236
34606870 - 34606870 69213740
37955927 . . 37985927 75,911,854

40188635 40188635 80377270

$141,776550 $141,776)550 . $283,553,100

‘The humbers shown above as New /ersey Match/ng Funa’s are based on the assumptlon

that New Jersey will use all of its available Section 5 monies for operating subsidies, - :

o requiring the State to match. the Federa/ mon/es on a do//ar-for-dollar baS/s The State

amount CGI?ﬂOt decrease II7 aﬂ)/ year
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“In Table V-2 we present the progected revenues

”that could be raised from the appllcatlon of addltlonal
increments of tax in New Jersey. Three of these taxes can

be construed  as dlslncentlves for automoblle use -- a motorj

- fuel tax increase, an excise tax. on gasollne, and an in-

crease in motor vehicle registration fees. From a transit

_program: standp01nt,,such ‘taxes have the attractiveness of -
~ both providing funds for publlc transportation and increas-

ing the cost of operating an automobile, consequently con- o

f trlbutlng to 1ncreased usage of publlc tran51t

'All of the tax rates shown in Table V—2 w1th the

exceptlon of the cigarette tax and the employer payroll

tax, could yield sums of money sufficient to cover a sizable :
portion of the estlmated $70 million costs to New Jersey of

~operating publlc transit- services this year.  For example,"'

an addition of two pennies to ‘the current 8¢ per gallon
motor fuel tax would provide the entire amount needed
Almost as productlve would be the 1nst1tut10n of a 5% excise
tax on. gasollne This 5% rate. ‘was ‘chosen because of its
correspondence to the existing general sales: tax rate, from

which taxation of retail gasoline sales is excluded. It is

labelled an excise tax rather than a sales tax because it
would be applled to the wholesale prlce of gasollne, not tov
the retall prlce. . : '

Slmllarly, 1ncreas1ng the general sales tax from?xr
55 to 5%% and applying it only to the same transactlons to

which it currently applies would generate $86 million if ,
‘applied for the entire 1976- 1977 fiscal year. The applica-
tion of a 25% increase in motor vehicle registration fees ,
-would produce enough money to pay for 80 percent of the: esti-
- mated cost to New Jersey of publlc transportatlon operatlons

in the current flscal year

In addltlon to the expected yleld or: product1v1ty

_of each tax, six other factors ‘were considered in evaluatlng,-i

the attractiveness of these revenue sources for funding . .
public transportation in New Jersey. ‘As shown 1n Table V-3,
these varlables 1nclude : o

e stablllty or the rate at - Wthh tax revenues

"could be expected to grow (or decline) each
~year. A revenue source is’'stable if the"- amount
of funds it produces does. not fluctuate up and
"down from one year to the next :






TABLE V-2
PRO]ECTED INCREASED REVENUES DUE 70 CHANGES IN. TAXES ‘

(Dollars in Millions)

: o : ‘ L Fisca I ?e"ra,'r j e 4-Year Total
Tax B o 1976-1977 19771978 1978-1979 - 1979-1980 1976-1980

E MotorFueI _ i v : Lo : . L : Dol S
T mcrease‘ - S ‘_ > $ 36 ! . $38 - $40 ‘$ 42 i 8156
2¢ increase T 12 716 8 84 312
3¢ lncrease o T 10 13 1200 0 126 467
'_,SalesTax v _. vr o o ' : ‘ ) S :
increase to 5 S% . s 86 o o $ 93 Cost01 = '$109,. S 8389
mcrease t06 0% L o T2 o T 186 S 201 L 218 N

.-fviExuseTaxonMotorFuel e e el T St T T
5% rate at the dlstrlbutor Ievel o 7 ose8 $75 0§82 89T 8316
“:‘Motor Vehicle Reglstratlon Fees R | ~ ‘ r '

- 25% rate increase . - L : _:.$ 56‘] S 559 %6 $67 8245 ..'
50% rate increase 111 ooooome 12600 135 490

k= "_"C|garette Tax

increase 5¢/pack , R - $ ’8‘1.4 $ 84 $ 84 $ 84 . | ) v", $ 33 . -
: ’Employer Payroll Tax _ ) » v‘ " o , v | ‘ T , . : - : ‘ - R |
at an average of $40/year/employee o R 3 30" S .- 430 o 1 T$31 e $ 31 — $122 T

'.NOTE These pro;ecﬂons are based on assumpt/ons about the e/ast/at/es of each tax; h/storlcal growth rates of the revenues from each tax and
an extrapo/at/on of these growth rates mto the future and an est/mated Who/esa/e motor fue/ price of 40¢ per gallon in 7 976






evenue Sources

1 .;Motd_r Fuel Tax

- Increase -

2. Sales Tax
“Increase

" 3. Excise Tax on

Motor Fuel S

4. Increase in

Motor Vehicle
" Registration Fees

5. Cigarette Tax
“ Increase

6. Employer
- Payroll Tax

~ EVALUATION OF POTENTIAL TRANSIT REVENUE SOURCES FOR NEW JERSEY

Unit Increase

: '$36 per
1¢ increase

$172 per -
1% increase.

$68per
. 5% ingrease

$56 per

-"25% increase .

$84 per

5¢ increase

C$115at

average of

- $40 per year .
‘per employee .

TABLE V-3

- ,Pfoductii/itf o
* $(million) per L
Stability.

has 'grOwn“ at -
5% per year

has g’r‘ldwnv at
. 8.25% per year

projec.ted at’

has grown at =

* 7% per year

no growth

. prOject»edv at,_,'
6% per year

Incidence

__of Tax Burden_

transportation-related; -

slightly regressive

ﬂ sii_ghtly”reg‘rkes‘si\(e .

 transportation-related;
10% per year

slightly regressive .

transportation-related; -
- slightly regressive

" tax falls only on
smokers

tax is proportional
" tosize of firm

Feasibility

~more-clearly - -

related to.
intended use

‘may be viewed as
. excessive in wake

-of Income Tax

~ more clearly
. related to.

" “intended use -

more clearly

related to.

" intended use . -

" conflicts with -

proposal to use

cancer research

‘may be viewed as

~ form of
income tax

Comparisor.i .
of Current Rate -
with

Sun;r'ounding'  States

now low; same as

New York

now lower than -

Pennsylvania.and ’

 New York

- none known’

_ now comparable "

‘with-New York -
and Pgnnsylvania '

- now Ah‘i'gher-thanv"

albut
-Connecticut

" none known

I N

* Administration

of

Revenue Collection _
and Distribution

... nochange
no change -

no a‘dditionAziI B

administrative costs -

¢ .nochange

‘no chahgé

“new administrative
~ apparatus required -

' ,'_,‘C'ontvribuition S

- to
- Maximizing:
" . Useof

Available

: : Fede@l Funds »

m.c)d_eréte
very high

| good- |

medium

low

high






e incidence of tax burden describes the extent
to which the relative tax burden increases
with an individual's ability to pay and
whether or not a particular tax is related
to the consumption of transportation; :

e feasibility describes the likelihood that the
Legislature would agree to the funding mech-
anism and level of financial support it pro-
duced, as well as the relationship of the
revenue source to its intended use for '
public transportatlon, :

e comparlson of current rate with surroundlng
states is important because a New Jersey tax
rate that was significantly higher than
that of a neighboring state may cause New
Jersey residents to purchase goods outside
of New Jersey, thus resulting in a loss of
tax revenue and business to New Jersey;

e administration of revenue collection and
distribution addresses the extent to which
collecting and distributing the proceeds of
a particular tax would require the State of.
New Jersey to incur additional costs to
set-up and staff an organlzatlon that does
not now exist; and’

e contribution to maxlmizing'use of available
federal funds is very important in light of.
New Jersey's current opportunities to uti-
lize federal funds, which is in contrast
to the State's previous failure to obtain
federal transit funds consistent with New
Jersey's share of total transit service being
provided nationwide and with New Jersey's
position as the densest, most urban state
in the country.

In our opinion, the three most important of the
above principles are: ‘ ‘ ‘

e the source of fundihg for public transporta- .
tion in New Jersey should be stable from one
year to the next;

e the public transportation program should be
supported by a transportation tax closely
related to transit and the objectives of
promoting transit use; and
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e taxation based en price rather than amdunf’of
gallons will create a revenue source that will
keep pace with 1nf1atlon. :

The New Jersey Public Transportatlon Agency _
would achieve all three of these. principles if it were to
receive dedicated revenues in an amount sufficient to
fund their current operating program (about $70 million)
from an excise tax on the wholesale price of motor fuel, In
terms of the evaluation factors described in Table V-3, the

% excise tax on the wholesale price of motor fuel appears ,
most desirable. This tax would provide sufficient funds for
New Jersey public transportation; appears to be potentially
more stable than the other taxes considered; is directly
related to the use of transportation; would not be apt to
cause New Jewsey drivers to leave the State to buy gasoline;
would be administratively efficient; and would contribute to
maximizing New Jersey's use of available federal funds.

The estimated 10% growth rate for revenues from this tax
is based on an assumed 5% growth rate in consumption of
motor fuel and an assumed 5% growth rate in the prlce of
motor fuel.

At least one state, California, has had experience:
in using a percentage-of-price tax on gasoline for transit
purposes. In 1971 the California Legislature extended a
portion of the general sales tax to gasoline and made the
proceeds available for almost any transportation purpose at

-local or metropolitan option: transit capital or operating

purposes or highway improvements. This mechanism has proved
to be politically fea51ble, widely acceptable and workable,
without conflicting in any way with the continuing motor
fuel gallonage tax.

It is probably not polltlcally feasible to shift
completely from the existing gallonage tax to a percentage
based tax at the present time, because New Jersey would need
to tax motor fuel at the rate of 20% of the wholesale price
(40¢/gallon)  to generate the same amount of revenue that
the 8¢/gallon tax currently provides. An excise tax of
20% would most likely appear too high to be acceptable to
the Legislature or the general public, even though New
Jersey drivers are already paying the equlvalent of 20%
the present gallonage tax.

Therefore, we recommend that New Jersey institute
a 5% excise tax on the sale of motor fuel at the wholesale
level and, at the same time, reduce the current gallonage
tax from 8¢ to 7¢ per gallon. We also recommend that an ,
additional penny be removed from the gallonage tax one year
after enactment of the excise tax reducing that tax to 6¢
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per gallon. Furthermore,,we recommend that the proceeds
of the 5% excise tax on the wholesale price of motor fuel
be dedicated for expenditure for transportation purposes --
both transit and highways. The remainder of New Jersey

- DOT's public transportation expenditures would be covered by
annual appropriations from general revenues, and by excess

toll road revenues made available for transit and highway
purposes. Normally the PTA would be expected to operate
within the limits provided by the 5% motor fuel excise tax
and any federal aid that could be obtalned -

The initiation of the 5% excise tax with a corres-
ponding 1¢ reduction in the gallonage tax will result in a
net tax increase for the first year only, since a second
penny is to be dropped from the gallonage tax a year later.
Table. V-4 projects revenues from the current 8¢ tax per
gallon and from the revised motor fuel taxation structure,
and indicates that both are roughly similar in projected
revenues. However, the recommended structure has the advan-
tage that if the price of motor fuel increases, revenues
will increase faster than shown in Table V-4. The recom-
meénded structure for taxes is slightly more respon51ve to
inflation. The tax increase for the first year is neces-

'sary in order that New Jersey DOT will have sufficient

funds to acquire the unprofitable private carriers and to
continue the bus replacement program and other planned
capltal 1mprovements.

There is a precedent in New Jersey for the dedi-
cation of funds to be spent for transportation purposes.
The proceeds of the Transportation Benefits Tax on income
derived by Pennsylvania residents from New Jersey sources
enter a fund dedicated to improving transportation between
Pennsylvania and New Jersey. A similar fund exists for pro-
ceeds for the Emergency Transportation Tax applied to net
income and capital gains derived by’ New York residents from
New Jersey sources.

Highway Toll Road Excess Revenues

In addition to the proceeds of the 5% gasoline
excise tax, we recommend that excess revenues of the New
Jersey Highway Authority and the New Jersey Turnpike
Authority be made available to the New Jersey DOT for trans-
portation purposes (both highways and publlc transportatlon)

‘Data in Table V-5 1nd1cate that the nghway
Authority had an annual average of $12.2 mllllon remalnlng

“after covering their operatlng expenses and debt service

requirements during the six-year period from 1970 through
1975. These funds typically were spent to make capltal

V-9






" Fiscal Year

1§7§e1976_.:
"-1976f4§77
vi977—J9781'
19&8%1979>

1979-1980

) ~ Rate/Gallon __Amount

o Ty T D T o Ty T Ty o
v . TABLE V—4 v
] ’ . 'COMPARISON OF PROJECTED REVENUES -

 UNDER EXISTING AND PROPOSED MOTOR FUEL TAX STRUCTURES

(Dollars in Millions)

Revenues Projected under Proposed
Tax Structure ‘

Percéntage
Excise Tax
-Rate  Amount

- Revenues Projected v » R
_ under Present Tax Rate Gallonage

Rate/Gallon ~ Amount

,8¢._  : $279 E s $'2v79?-\ | : ‘ T
‘Sf $285 - ?¢  , = $é49 - 5% »:]»$68
8¢ $392; f e vi'$226:°» ‘.Fs%. $75

% ‘$320   "i et   . $246‘1 s% $82ﬂ
é¢,' $340"_ _»» | ' ,6¢v_ x"§256“»v 5% | $§1

V-10

Total Proposed Amount |

$2f9
'}$31i'v

$301

-$322

$347






TABLE V-5
NEW JERSEY HIGHWAY AUTHORITY

USE OF ANNUAL REVENUES

1975 1974 1973 1972 1971 1970
Gross Revenues Available

for Operating Expenses,

Debt Service and Reserves » $63,313,980 $59,261,050 $59404322 - $56,002,424 $52,842 487 $50,316,967
Operating Expenses 26,334,520 23,284,070 20,969,162 20,270,288 17,104,840 16,236,990
Debt Service

on Outstanding Bonds » 29,402,052 28,863,012 28,370,272 24,776,105 20,286,234 18,059,476
Net Revenues made Available

for Parkway Expansion

and Improvement 10,369,515 9,167,494 14,748,135 12,987,210 13,401,102 12,521,991

(1) There are certain investment earnings which cannot be used for operating expenses, debt service and reserves (and therefore do not appear
in the top row totals), but which can be spent for Parkway improvements and are included in the numbers appearing in this row.

SOURCE: New Jersey Highway Authority Annual Reports.

V-11
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improvements to the Garden State Parkway, because it is more
convenient for the Highway Authority to use current revenues
than to sellibonds tovfinance all their capital investments.

: The nghway Authority has a planning committee
whlch is actively cons1dering possible improvements to
the Garden State Parkway. The Authority has already com-
mitted $1.5 million for preliminary engineering for two
additional lanes on the three-mile section of the Parkway

between Bergen Plaza and Route 17. This prOJect is to be

built with surplus revenues, and the cost is expected to

- total about $12 million. Another possible future project

is ‘the widening of the Parkway from Asbury Park south to

Toms River. In addition, at the Governor's request the

Highway Authority has agreed to connect the northern section

of New Jersey Rt. 18 in Monmouth County to the Garden State

Parkway. A contract for the design of the road has already
been signed and it is estimated that the construction costs
would total $8 million for the three-mile segment of un- =
finished Rt. 18 and an interchange at the Garden State Park-
way. ‘ . o - ' o

Accordlng to’ their Assxstant Comptroller, the High-.

.way Authority will probably not issue any more bonds before

their oldest outstanding bonds are paid off in 1984. If
this is the case, then unofficial. Highway Authority esti-
mates of net revenues and debt service requirements for the
next twenty-five years indicate that the Highway Authority
can be expected to have about $11 to $12.5 million per

year in excess of funds needed for operating expenses and
debt service from 1976 through 1983. These funds could be

~ applied to the committed capital improvements, to projects

now being planned, or potentially could be used for

public transportation and for other hlghway projects.

After retiring their senior bonds in 1984, the amount of
excess revenues can be expected to increase to about $22.6
million, accordlng to Highway Authority estimates, and then

© gradually increase to around $30 mlllion by the year 2000. -

Clearly, there are certaln assumptlons bullt 1nto

such estimates: continued toll collections after retire-
‘ment of senior debt; no major event such ‘as a gasoline

shortage that would drastically reduce travel on the Garden
State Parkway; and no alteration of the Authority's current
debt structure,,such as a reflnan01ng of the present debt
or issuing new bonds. ‘

The New Jersey nghway Authority s experience over

- the past>31x years and their expectations for the next

twenty-five years indicate that the Authority is flnan01ally
healthy. However, as noted, the Authorltyvhas already planned

v-12
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1mprovements to be flnanced w1th future revenues, and if

the New Jersey DOT is to obtain the use of excess nghway
Authority revenues for public transportatlon, then the DOT-

~ should push for 1eg1s1at1ve action before additional finan- .

cial commltments are made to Garden State" Parkway 1mprove—

ments. -

Compared to the nghway Authorlty, the New Jersey:
Turnplke Authority has not done nearly as well flnanc1ally
over the past six years. Table V-6 shows that in 1972,
1973, and 1974 the Turnpike Authority 1nvested.v1rtually~'
no net revenues in capital improvements. Moreover, the
$8,369,935 invested in facilities in 1975 came not from
net revenues but from money remaining in the required sink-
ing fund after the Turnpike Authority retired all the Gen-
eral Revenue Bonds outstandlng from the 1950 and 1951

»1ssues.,

The future revenue plcture for ‘the Turnplke P
Authority does not appear to be any more optlmlstlc than the .
recent past. In 1975 the Turnpike Authorlty fell $6 million
short of the revenue requlrement established by its Traffic
Englneers. . The Authority's present sinking fund require- :

ment increases substantlally in 1979, and the Authority ant1~fv

01pates that another toll 1ncrease w1ll be required at that
time in order to meet its debt obligations. In addition, '
the Governor has requested $12.5 million from the Turnpike
Authority for construction of an exit from the New Jersey
Turnpike at the southern end of the Newark Internatlonal i

~Airport.

Excess revenues can vary significantly from year
to year due to changes in revenue,’debt,serviCe requirements
or operating expenses. Hence, this source is a potentially -
unstable one. Provision of a substantial continuing amount
of money from the authorities would most likely require a
toll increase. 1In the case of the Turnplke Authority a toll
increase over and above that needed to cover the higher
debt commltments beglnnlng in 1979 would most likely be
requlred. The use of excess revenues for public transpor- -
tation will probably result in the deferment of capital
1mprovements to the Garden State Parkway and the New Jersey.
Turnpike. Several of these improvements already involve

strong commitments; others will be difficult to postpone

because of trafflc congestlon and resultlng publlc pressures.r

I Coverdale and Colpltts, "Rev1sed Certlflcate and Recommen-
dation of Traffic Engineers Respecting’ v-12 Higher Schedule
of Tolls for New Jersey Turnplke,? November 1, 1974 New
York. L : S

S v-13
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TABLE V—6
NEW JERSEY TURNPIKE AUTHORITY
USE OF ANNUAL REVENUES '
1975 1974 1973 1972 1971 1970
Total Revenues - $96,254 316 $83,229,269 '$85485,674 $82549,072 $76451,135  $70,843 356
Operating Expenses 39,056,647 36,841,752 32,715,081 - 29,754,756 26,476,743 22,130,231
_Intefeét on Bonds 42,737,195 864953 - 1,705,870 3_,137,01’4 : 4,393,998 5,’941,179
Other Charges 2,996,157 9,788,309 8232307 6405647 4,967,065 3,223 707
~ Revenues Applied ' - | R _ v ' ¥ .

“to Bond Reserve Funds 11464317 35,734,255 42,832416 43,251,655 40,613,329 39,548,239
Reven»uesilnvested LA o L | ST
"in Facilities 7/ 8,369,935 — 104311 165,100 -~ .2,227335 4,045,670

(1) After the Turnp/ke Authonty has satisfied a// its bond reserve reqwremem‘s then /t is able to spend rema/nmg revenues for Tump/ke :
capital improvements, major maintenance. projects or other related purposes — i.e., to make investment in facilities. The large increase - -
in the amount of revenue invested in facilities in 1975 relative to the years 1970 through 1974 represents a one-time occurrence that
must be carefully explained. Sums invested in facilities over the 1970-74 period came from tolls, concessions and earnings on invest-
ments — money collected by or accruing to the Turnpike Authority in each of those years. The more than $8 million used for capital

- improvements in 1975 came from excess money remaining in the Smkmg Fund after the outstanding 71950 and- 1951 General Revenue

. Bonds were retired on [anuary 1, 1975. That Sinking Fund no /onger exists, so there W/// be no similar source for a comparable amount

- of money for 7976 or the years soon thereafter '

SOQu RCE New /ersey Tumplke Author/ty Annual Reports

V=14
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Annual Operating COsts

If New Jersey 1mplements this recommendatlon,
purchases the assets of unprofltable private carriers and
operates bus transit services under the auspices of the New
Jersey Public Transportation Agency, then several important
variables could affect the annual cost to the State of
public transit operations. = For example, increased costs
under public ownership as compared w1th prlvate ownership

would be the result of

e the greater tendenc1es -for wages and beneflts
to increase absolutely and with respect to
‘equalization at some future time at the levels
paid by the largest operator (in this case, TNJ).

e more likelihood of service expansion in
response to expressions of community needs.

Several other factors would tend to reduce the
costs to the State of operatlons under publlc ownershlp
These 1nc1ude°

. ® potential service rationalization, 1nclud1ng
elimination of destructlve competition and
better integration between modes;

® possibilities to reduce the cost of managing

~the system by not paying an exceptionally high
number of executive salaries and by consoli-
dating administrative and maintenance staffs;

@ relief from federal taxes, including gasoline
and other excise taxes; and

e the purchase of buses or fixed facilities with

80% federal funds resulting in the elimina-
tion of some cUrrent rental payments.

Many of these factors potentlally affecting the

- .operating costs of the recommended alternative depend to

a great extent on how the public transportation system is
managed. For example, wage and benefit equalization (be-
tween presently higher - and lower-paying carriers) is
llkely to occur over some period of years under public
ownershlp or public subsidy of private carriers. However,
it is quite difficult to predict how much equalization would
occur immediately or whether or how soon full equalization
would occur. Likewise, there are substantlally greater
opportunities for rationalization of services under public
ownership. However, this doesn't mean that the New Jersey
Public Transportatlon Agency would surely brlng about such

V-15-
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ratlonallzatlons, since every serv1ce change. is llkely to.
provoke at least some disapproval. Such cost sav1ngs are
opportunltles rather than certalntles. :

; The most reasonable estimate we can prov1de of

the operating cost difference between continued private
operation and our recommendation is for the recent past. :
Example cost calculations are related to the year 1975, 51nce
we know the level of operatlons and costs for that year.

As shown on Table V-7, before accountlng for cost. changes G
due to wage. and benefit equalization and service ratlonall—v.ﬁ.
zation, our recommendation, had it been in place in 1975,
would have been $4.5 million cheaper to operate than the
existing private bus system. The savings achievable through

- our recommendation would increase to $6. 9 million if the.-

potentlal estimated service ratlonallzatlons and wage equa—“
lizations had occurred. ' :

Under continued prlvate ooeratlon the estlmated
cost of wage and benefit equalization represents the gradual

~decrease in cost differences among the subsidized carriers,.

given the absolute dollar cap on wage increases under the

- subsidy formula payment program..  That dollar cap 1s‘based:

on indices of Wages for the rest of the industry.

Cost sav1ngs potentlally achlevable through ser--f
vice rationalization more than offset the increased costs of
wage and benefit equalization under our recommended alter-—.
native. On the other hand, continued private ownership with
its substantial remaining institutional and legal barriers to-
ratlonallzatlon, would cause New Jersey to experlence a. net

vCOSt increase since sav1ngs accrulng from service ratlonall—

zation would not be as large as the 1ncreased costs of wage
and benefit equallzatlon. » :
\

Capital Costs

Capital 1nvestments in tran51t w1ll contlnue to bei L:f‘

made prlmarlly by the State and the federal government. New
Jersey DOT already owns approximately 1,600 buses which are
leased to operators throughout the State at a nominal rent.

. Eighty percent of the cost of purcha51ng these buses was
- paid by the federal Urban Mass Transportation Admlnlstratlon S

(UMTA) . In the recent past private operators have, for the

- most part, either been unwilling or unable to make capital .
‘investments in their fleets and fixed facilities. Even ‘

under a situation of maximum prlvate ownershlp, the private
operators would be no more willing or able to make capital

investments then they are today, since 80% UMTA funding for

publicly owned buses is too big an incentive for. publlc
ownership of vehicles. Therefore New Jersey DOT in partner-'

, Shlp with' UMTA will contlnue to be the predomlnant suppllerr

v-16
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TABLE V- 7
- COMPARISON OF ESTIMATED OPERATING COSTS
BASED ON. FISCAL YEAR 1975 RESULTS

(Dollars in Millions)

. Continued

| 'Recommehdedf o

Private Ownership System
Total FY 1975 Bus Operating Costs | P
(Entire State) =~ B $195'.6(7) .
Operating Subsidy or'Deficit" o s30a $3o1
Incentive Program ' B 20 0.0
Available Cost Reductlons(l) - ' o v
Profits of Unsubsndlzed Carriers . L 0.0 - 0.0
Depreciation 7 o o (03.1) (- 3.1)
Federal Fuel Tax: , B 00 (0 04)
Income Taxes ~ . o ’_ 00 0.0
Equipment Rental Fees - . 0,0 (1)
' Property,Sales Franchis’,e Taxes . 00 ( 1.0)‘,‘
Subtotal — Costs to Publlc | T ' o $29».0» ) $24.5
Potentlal Future Cost Impacts | R o S
Wage and Benefit Equaltzatlon(2) o - $ 35 - $ 57
Service Rationalization Opportunities o ' (.3.3) (79
 Subtotal S so2 ($ 22)
TOTAL — Costs to Public 8292 $223

NOTE These est/mates are offered for ///ustratlve purposes only. They depend upon the re//ab///ty
~ of reported cost information and upon the validity of certain assumptions about the cir-
cumstances which would have been obtained had- alternatives been. implemented prior to
Fiscal Year 1975. While they do show certain cost differences, those differences cannot be

(1)
2

extrapolated to predict future requirements for public fmahC/a/ support
Calculated from data reported to the COA and PUC,

Calculated by adjusting reported wage and benef/t costs of all carriers to the /eve/ of the

largest carrier in the State — Transport of New Jersey. It is speculative as to whether to .
‘what degree and over what period of time equa//zat/on would occur. However if it had
occurred in Fiscal Year 7975 at the then-preva///ng /evels the operat/ng cost /mpact would

have been as shown

o v-17
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}hi : ’;of new buses for New Jersey s fleet.. f‘

o _ , ; S An addltlonal capltal cost that would be borne
. by the State as .a result:of our recommendatlon is the cost :

E—I o ~ of acquiring the assets and operatlng rlghts of the unproflt—;ﬁx~'

“able private bus operators.v However, not all of the assets

of each of the unprofitable prlvate carriers: would necessarl-ftgaf"

™ ' . ly be acqulred - The State could be: selectlve and exercise-
discretion in the purchase of real estate and other assets.

{

~ case the State would prefer to allow private operators to.

-

A : bidder or would sell those propertles after condemnation.

- Some facilities may be dupllcatlve and unnecessary, in whlch ST A

sell such property, particularly real estate, to the hlghest‘ﬁ;flfr?

In other cases, certain carriers may: choose to retain their g{g;;gﬁ.'

charter and special bus certificates. and the equlpment
'necessary to provide these services, even though they. were

no longer allowed to. operate regular routerpubl;c_translt

serv1ce., : : . . : PR g : o

: We ‘have prepared an approx1matlon of the cost v .
of public acqulsltlon of the physical assets of the: unproflt i
‘‘able bus carriers in New Jersey.; This estlmate is- based on
carrier information: reported to the PUC, more detalled in-
ventories and financial data on the presently sub51d1zed
. carriers developed in the course of Simpson and Curtln S
-companion study of the bus sub51dy program, limited field
observations in visits to several of the larger carrlers
: - and our background and general experience in bus system
{T valuation studies. The estimate represents a. reasonable
judgment on the. facts available, but cannot be taken as’
: appraised values or recommendatlons as to prlces to be o
P offered. The value of these assets in an acquisition would
l be determined ‘in negotlatlons between the partles, supportedvf”
- (as required to obtain federal ‘funding) by objectlve appral—vrl
(7 o ~sals made by 1ndependent valuatlon experts. L , -
1 | ‘

: With these quallflcatlons, our estlmate is set out :_
- ~in Table V-8. Values were developed for three general cate—'“*“'
( gorles of phy31cal assets.‘ i S RIS S

_ - © e Revenue_ equlpment - After ellmlnatlon of all the S
{7 ' , ;publlcly owned buses in the State, including
[ : o ~the coaches now being delivered and distri-
' )  buted, and adjustment for the estimated number R
; : . of leased and rented buses for which no defini-
| : . tive information was, available, a proflle of S
' - the privately owned fleet by age and model’

s . - . was prepared. ‘Based upon current bus prices IR
{T .+ and industry standard deprec1atlon practlces,;.
- : ' R - | range of probable values was developed L

. ' B . :‘fh‘ ]fﬂ l.7ff<vflée;‘ f‘,f'u'* -
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TABLE» V-8

APPROXIMATE COSTS OF ACQUISITION' ”

PHYSICAL ASSETS OF SUBSIDIZED BUS CARRIERS

(Dollars in MIIIIOI‘IS) o

Reve‘nue Equip.n‘nentvv , : IR L $20 $23
Real Estate s 27

. ‘Othér Ass,et_s" . S. ‘ SRR T -‘ -4 o5 |
S ToTAL o sz - $55

' Probable State/Local Funding Required :(20%) s 84 $11.0

. These approximations are offered for v;p/anning purposes only. They"are based upc‘)nv

limited data and do not represent expert judgments or considered opinions. of value- -

which can be ‘relied upon for purchase negotiations, eminent domain litigation or
. federal grant “applications, While the consultant team believes them to be reasonably
‘accurate in terms of the aggregate order of maqmtude, they carmot be disaggregated

and app//ed to the assets of any part/cu/ar carr/er

V-l9,4
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] Real estate - Standard constructlon cost estl—
‘ mating technlques were applied to average
- building square footage and land areas: These
- estimates were compared to relative real ‘
- ‘estate ‘values developed 1n past appralsals
and a range was deflned ‘

O'Other assets - The probable range of values for
service cars and’ trucks, shop and garage equlp— v
ment, furnlture and office machlnes, communica- -
tions facilities, materials and’ ‘supplies 1nven—
tories and fareboxes was developed based upon
“past experience‘in appraising similariaSsetsr

Implementlng our recommendation with complete

acqulsltlon of the assets of every currently subsidized

regular route bus carrier in the State could reasonably be

- expected to cost somewhere in the range of $42 to $55 million..
The State share of the costs would be between $8.4 and '

$11 mllllon, assuming 80% federal funding part1c1pat10n as v
is usually the practice. These data.are based on the assump-
tion that the State would buy all the assets of the oper-
ators currently being subsidized, although this would not"
necessarily occur.  In comparison to the annual cost of

; operation, this is a modest ‘amount.: Furthermore, the cost
‘could be spread over a period of several years, in ‘which

case the purchase could be funded from annual approprlatlons n

: and would not necessarlly require ‘a bond issue. -

In addltlon to the value assoc1ated w1th phy31cal
assets, the courts ‘have generally held that such "intangible"
or "going concern" assets as certificates of publlc conven-
ience and necessity, operating schedules, established sys-
tems, procedures and records also have monetary value. -
Frequently these values are offset to some degree by intangi-
ble liabilities, such as the unfunded llablllty for company

‘pension plans. Estimating the value of these intangible

assets is difficult without detailed analyses of the parti-

© cular circumstances of each ‘carrier. The history of negoti-

ated sales and condemnation awards shows, however, that: these -
values are usually estimated as a percentage of phy51ca1

'~ assets and are substantially less than the amounts associ- -

ated with phys1cal assets.. On this basis it appears that -
the State share of total acquisition costs would not be
apprec1ably higher if it were forced to pay for 1ntang1ble

assets .

Local FundingiParticipationv

- L Another item of SOme}concern.is the financial
participation of cOunty“and,municipal‘governments in either

V=20
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'capltal acqulsltlons or in operatlng sub31d1es. TLocal. gov—

ernments should be required to. participate in fundlng the
operating deflclts of any service beyond the base level. The
New Jersey PTA would determine the base level of transit
service to be provided w1th1n the partlcular geographlc
areas of the State, and that level of service would be:

,funded entirely by the State, “with the exceptlon of the- ser-

vice provided by unsub51dlzed carriers. Any service above
the base level desired by local governments or regional

- agencies would be purchased by those governments with 100%

local funds. It is assumed that regional or local government

' agenc1es would not participate in the initial costs of ac-

quiring present private assets, but mlght contribute to o
future capital improvements, as desired by these agenc1es -

' in order to achieve a level of 1mprovement beyond the,
- State's plan and program._ :

'Other Flnance Recommendatlons

The PTA will be the de51gnated re01p1ent of feder-
al grant funds.‘, , v , :

: - The flnan01al management act1v1t1es of the Agency
would be carried out under the existing executive depart-

ment budgetary and approprlatlon process. The PTA would pre-;

pare an annual budget consistent with anticipated receipts
from the gasoline excise tax, excess toll authority revenues,

- and general revenues, and submit that budget for 1eglslat1ve

action. It would receive its fundlng through annual appro—
prlatlons based upon that budgetm

Capital. funds to match federal grants can be pro-

_lv1ded”e1ther through this annual appropriation or from the
‘sale of State general obllgatlon bonds."

v ‘ S
In addltlon to fundlng its own capltal program,

the PTA will give equal priority to prov1d1ng operating

assistance to regional transit authorities and capital assis-
tance to regional transit authorities and private carriers. '

'~ At a minimum it will sponsor the application for federal
- assistance, with the local matching funds prov1ded by the

ultimate user of the assets purchased. While a public -
agency must retain title to these assets under federal -

~regulations, a prlvate carrier can contract with the PTA or-

regional agency to operate buses for a nominal rent. If

- the authority or carrier is unable to provide the local

matchlng share, the PTA may use its funds, if ‘the 1nvestmentv

_ 1s 1n the best 1nterests of the people of New Jersey.}

: Operatlng ass1stance, through the mechanlsm of
purchase of service contracts, w1ll continue to be used to-

S v-21






support commuter rail operations. After the initial imple-
mentation period during which the PTA will acquire bus
carriers and establish its own operating division, the
general policy of contract assistance for bus operations
will be discontinued. However, the PTA will retain this
authority to subsidize bus carriers in emergency situations
to continue service pending availability of capital funds
and negotiation of the terms of acquisition.

Any service not included in the statewide base
level system will not be provided unless the affected local
governments, acting on their own or through a regional
transit authority, provide the necessary funding.
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 VI. TRANSPORTATION OPERATIONS

The essential objectlve of this study is to prov1de
an institutional and financial structure which will support
improved public transportation operations. The analy51s has
revealed the presence in New Jersey of a unique mix of a

‘large number of private carriers, a passive and cumbersome

regulatory process, relatively little involvement or finan-
cial commitment by local governments, and of the State's v
role as the major public agency. All of the commuter rail-
roads and rail transit systems, ‘and two thirds of the bus

carriers are operating at a loss. A substantial amount of _
seemlngly competitive services are prov1ded and improvements
in coordination and rationalization are severely hampered -

~ by the 1nst1tutlonal and f1nanc1al constralnts.

. vSeveral ba51c changes are essentlal to enable the
necessary operatlons 1mprovements in the system: '

.® The PTA should use 1ts regulatory authorlty
rand its capltal grant programs to assist priv-
ate carriers whose continued private ownership
is economically viable (see Chapter VII for a
 full dlscus51on of thlS issue).

e The proposed State,Base Level Transit Service
Plan should develop 'a clear service area for
each carrier, publlc and prlvate, rail and bus,

~and rationalize the operations in order to
prov1de improved, coordinated services and make
more efficient use of the existing flnan01al

: personnel and equlpment resources. S

’o‘The PTA should acqulre and operate the ser-
~vice of carriers whose fare structure is not
- adequate to provide a‘proflt without counter-
productlve reductlons in rldershlp and serv1ce.

e The PTA subs1dy program should be restrlcted
- and revised as recommended in the work being
- done by Simpson & Cdrtin'for the Department.
‘The use of subsidies .to private carriers

should be limited to interim purchase of ser-
vice agreements with those carriers which are
providing essential services, but whose fare

- structure can no 1onger produce a favorable
‘operating ratio without eliminating essential

service and creating counterproductive rider-
~ ship losses. Subsidies should be used only

CovI-l o






in the interim betweeh a clear dec151on not to
provide a fare increase or a service reductlon
for a prlvate carrler‘ and the acqu1s1t10n of

that carrier by the PTA.

® Reg10na1 agenc1es whlch may be!created should
have the authority toyacquire and operate.
- services, or to purchase service from a
. private carrier‘or thF‘PTA

e PATH and PATCO should]contlnue to provide the
‘serv1ces they now prov1de. v

e The PTA should have the authority to act to
preserve and improve the commuter railroad
services now under the jurisdiction of Con-
Rail, including the authority to contract
with Con Rail for. Serv1ce, and the authority
to acquire and operate the commuter rail sys- -
tem. :

° ThevPTA‘should'have7the authority to rationa-'
- lize bus and rail serv1ce, eliminating dupli-
~cate services and assuring adequate feeder and

distribution systems.

The D1v151on of Tran51t Operations of the PTA will

' become the primary publlc agency operatlng transit and

will operate those services prov1ded by PTA either directly

- or through contract management. ' The Division of Service

Improvement and Regulatlon will have the responsibility for

- determining which services will be provided by the PTA and

the public carriers and which will be provided by the pri-
vate companles, and for the development of the State base
transit service plan. The D1v1s1on of Transit Assistance
will have the responsibility for admlnlsterlng the various
assistance programs, including the interim subsidy agree-
ments for bus companies to be acqulred -and the subsidy

agreements with ConRail.

TheiExistingvSystem

Aggregate transit operations in the state in 1974
prov1ded more than 305 million annual trips, representing
about four percent of the natlonvs travel on public trans-
portation services. The bus network accounted for approxi-
mately 219 million annual rides or about 70 percent of total
passenger volume. Bus patrons in New Jersey were carried on
some 4,100 vehicles on regular route operations ranging from
interstate commuter express to ‘intracommunity local service.
Rail service was provided in some 1,600 rail passenger cars.

VI-2
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Rail services are,operated'by ConRail - which as-

sumed the operations of the bankrupt commuter railroad ser-

vice in 1976 - PATCO, PATH, and TNJ's Newark subway. All

of the rail services operate at a loss. Two-thirds of the

bus companies operated at a loss in 1974, and that number
increases every year as the costs of labor and materials
escalate faster than fares and rldershlp (see Table VI 1).

Vlrtually all of the rall transit assets are now

cowned by publlc agenc1es, and about 40% of the urban transit

bus fleet is now owned by the State (see Tables VI 2 and VI- 3)

The ex1st1ng pattern of ownershlp of prlvate bus

. companies is the most complex in the country. There are 416

bus operators in the State, not 1nclud1ng those which are op—
erating with local permits and no PUC operating rights. Of
that 416, 228 offer some amount of regular route transit.  Of
those 228, 163 are small, individual operators who are mem-
bers of the 14 independent bus owners associations.  This -
brings the total number of bus operators offering regular
route service to 79. Joint ownershlp and other corporate
affiliations reduces the number to .75. Table VI-4 shows the

-membership of the Independent Bus Owners and Operators or-

ganizations. -Table VI-5 lists the carrlers prov1d1na recular'
route tran51t serv1ce. ; :

Operatlonally, New Jersey dlffers from the general
national example in the follow1ng key respectS° :

@ Most of ‘the public: transportatlon carrlers
continue to be prlvately owned ‘

e The State of New Jersey has accepted prlmary
responsibility for flnan01al support of publlc
~transportation services.- There is relatlvely o
‘little local or regiOnal'lnvolvement,' —

N ) Slgnlflcant portlons of publlc transportatlon :
services are provided by interstate private
companies and public agenc1es in which New

- Jersey officials play varying roles but are
- not the sole de0151on-maker, A -

Y ) One carrier, Transport of New Jersey (TNJ),
is respon51b1e for approximately 50% of the
overall bus service. TNJ carries 55% of the
bus passengers intrastate; accounts for 51% ‘

- of the bus miles operated in the State annu-
~ally; takes in 42% of the bus transportation
revenue; and accounts for 44% of the expenses
statew1de, : : . :






TABLE VI-1
NEW jERSEY DEPARTMENT OF TRANSPORTATION
"_OR_GANIZATION AND .FINANCE STUDY
CLAS"SIFICATION OF SURFACE TRANSIT OPERATIONS o

"BY SIZE AND ‘MARGIN . (1974)

7 Operating Surplus » . ' : .~ Operating Deficit »
L o .$0— ~$ 50,001 ~ Over . . $0— . $10,001-. $100,001-. $ 500,001— = Over . T D
Buses " $50,000 $100,000 $100,000 $10,000 $100,000 - $500,000 $1,000,000 . $1,000,000 Total (@)

To— 20 R SR e R .:10." 4 R T _ | Lo 38
.’21-‘.—'401-‘_ | 6 e s A s — e - eigg
4-60 2 _ v = F R ' _1 | R - 5
'101*’4‘52'00_ — A o o 2P — ~ A — SR 2

Over 200 -

I
l
|
| i
| |
| i
|

CTOTAL 18 1 1w e 8 e 3 ey

Sou RCE Based on 1974 Annual Reports submltted to:the Board of Public Utility Commnssnoners and statistics reported in ‘the Subsidy Assessment Study

. (a). There are a total of 228 individual trans:t compan/es in New /ersey Th/s analysis combines all members of each mdependent bus operators assocmt/on into one company for the purpose of
th/s ana/,vs:s Treatmg each association as a single company produces 75 carr/ers, six of whom did not subm/t reports adequate to determ/ne prof/tablllty

VI-4






TABLE VI-2
NEW JERSEY DEPARTMENT OF TRANSPORTATION.
ORGANIZATION AND FINANCE STUDY |
~ PUBLIC ‘OW‘NERSHI‘P
. S ~ oF |

 PASSENGER VEHICLES

O woners

- Commuter"Ra‘iIroad'Equipment "N.J.DOT  ConRail -~ SEPTA’ PATH  PATCO

Locomotives:

Electic . 15

" Diesel S
. ' ~ Coaches _ R ' . 384

M. U. — Overhead | 391 36 ‘337

L ) M.U. — Third Rail S | o302 75

Rail Diesel Cars (RDC) 20 16

TOTAL . - 812 67 337 . 302 75

,_»_‘V;‘
I
I f

Transit_Coaches ~ N.J.DOT Private Companies Total

1650 2450 - 4,100
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TABLE VI 3

NEW JERSEY DEPARTMENT 0F TRANSPORTATION

- ORGANIZATION AND FINANCE STUDY

PUBLIC OWNERSHIP :

OF

COMMUTER RAIL AND RAIL TRANSIT RIGHT OF WAY

O wner's

PATCO

: _ Segme'nts of LiIle . o N.._j. DOT ~ ConRail Amtrak  PATH
Former PCTC. , o
Delaware River to Trenton . .6
Trenton to Pa. Station, New York Clty TR 571
- Princeton Junction to Prmceton 2.7 B

- Union to Essay L 8.1
Formér Reading Company: o

Delaware River to West Trenton 1.5

West Trenton to Bound Brook 259.

Former Penn,sylvan\ia-Reading Seashore Line: v

Lindenwold to Cape May o ) 68.0.

Hammonton to Atlantic City o 28,0

Tuckahoe to Ocean City 13.0 ‘

Lindenwold Station - X ‘
Port Authbriiy Transit Corporation (PATCO) - 14.25
Former New York and Long BI'ahch.:_i L o

Essay to Bradley Beach - R 2279 .

Bradley Beach to Bay Head - 9.0 R
Former CNJ: : R

Newark and Jersey Clty to Phllhpsburg ‘ 68.2
Former- Erle Lackawanna: o

Hoboken to Montvale 24.2

Hoboken to Mahwah - .29.1

Hoboken to Netcong - 479

Hoboken to Dover , . -38.5

Hoboken to Montclair - ; 13.1

Summit to Bernardsville - A "15.0

Bernardsville to Gladstone -~ . 1.0

Hoboken Terminal L X
Port Authority Trans-Hudson Corp. (PATH) - R - 14.0

TOTAL 317 3954 577140

1425
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TABLE VI-4
NEW JERSEY PUBLIC TRANSPORTATION SYSTEM
ORGANIZATIONAL AND FINANCING STUDY
INDEPENDENT BUS OWNERS ASSOCIATIONS
ASSOCIATION MEMBER BUS OPERATORS TOTAL
Bergen Avenue-independent Bus Owner’s Association AM Bus Co., Baker & Warren Bus Co., Inc., Bryant & Shelton Co., . Dern, Di Croce & Head, Flemming, Four C’s, Grossman, 20
d _ Henry, Holt Enderlein, William H. Jelly, E. J. Kennedy, Maresca, G. H. Merikle, Ben Minotto, Perno, Ru Mor, Selcot, Edward
Sweeny, Valeriote :
Broadway Bay Independent Bus Owner’s Association A.J. H. Bus Corp., Balgen, Bayonne, Bayshore, Broadway Transport, Chok, Dormar, Grodrud, Ladney, Lee, Lesta, Levender, 20
M & M, Massa, Meltzer, Takrab, Amelia Tomeslewski, Vistar, Edward S. Wernicki, John L. Wernick
Central Avenue Independent Bus Owner’s Association A & A, Aben, Academy, Elvio, Joseph Grasso, Helvira, Herv, E.S. Holt, J & M, Jimac, James Kaulker, Kirslo, Pacific, Pierro & 18
Sons, S & G, E. J. Shannon, Storoh, Wendt :
Lafayette & Greenville Independent Bus Owner's Baum, Charner, Claremont, Colapinto, J. Crane, ED J, E & M, G & F, Goldsmith, Greenville, Harell, H & R, Lefante, L & G 19
Association 220, Lycal, Maday, Maday & Sons, Nunner, Sands
Montgomery & Westside ‘Independent Bus Owner’s A&C, L. T. éannon, Bauman, Cottage, Culver, Fine, Joe Lefanto, Leo Bus Co., M & W, Maliey, Montgomery, Pakenham, 17
Association Picardi, Saks, Edward D. Smith, Terrace, Tuffano
Newark Elizabeth Independent Bus Owner’s Eva Gershkowitz, Seidler, Leo Transit 3
Association
Newark—West Orange Independent Bus Owner’s Martucci Bus, Vanderhoof & Sons, Wohlgemuth 3
Association
North Hudson Boulevard Independent Bus Owner's Baram, Thelma Berns, Costa, Ronald Englehardt, Kenneth Englehardt, Gun—Tal, Joan Heit, North Boulevard Transportation, 10
Association Rex, Jane E. Silberfein
North Newark Independent Bus Owner’s Association Irving Transit, M.A.B., Patsy Palangio, Policastro, Timothy Ryan, Van Buren 6
Route 22-Hillside Independent Bus Owner’s Association Mcintyre, M & G, Number 22 3
+
South Hudson County Boulevard Independent Bus ACE, Atlantic Bus, B-11, B&M, DiDomenico, B—Six, Drogin, Duco, Empire, Friedman, Peter Gabrian, J. R. M., J. S., Prince, 20
Owner’s Association Domenick Raimondo, Ramo, Silver, Standard, Terry, R.J.S.A. L. 2Z.
Son;lh Orange Avenue Independent Bus Owner’s Cisko, D‘Arcangelo, E&A, Elizabeth Bus Co., J&J, J&L, Kaunas, R&W, South Orange Avenue Bus, Superior, Vailsburg, 1"
Association Independent Bus Garage * ({ * Independent Bus Garage does not operate service)
Springfield Avenue Independent Bus Owner's Browell, Ellmas, Four-Eight-Four, Lincoln Bus 4
Association
Washington St.-Hoboken Ind dent Bus Owner's 9

Assaciation

TOTAL — 14 Independent Bus Owner's Associations

Agresta, Carmella, Dee, Del—Elizabeth Jitney, Hoboken Traﬁsportation, Maria, Roslyn, Theresa, Leo Winterfield

163 MEMBER BUS OPERATORS
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TABLE VI 5

NEW jERSEY DEPARTMENT OF TRANSPORTATION

'f, | ORGANIZATION AND FINANCE STUDY

INDEPENDENT BUS OPERATORS AND BUS OWNERS ASSOCIATIONSW .-

: Asbury Park — New York Transrt Corporatlon:

Associated Bus Company ,
Atlantic City Transportatlon Company

- B-125 Bus Company, Incorporated -
. Albert F. Bauer, Incorporated
~ Bayview Bus mes ’ oo N
~ Bergen Avenue Independent Bus Owners pe T
' - . e Morrls Inc., William H. .

-Association*

“"Beviano Chartered Servrce

Blue Bus Lines -

Blue & White Bus Company.

Boro Busses Company:

Broadway Bay Independent Bus Owner s '

Association* .
Central Avenue Independent Bus Owner s
Association*
Cherry Hill Transit
Clinton Avenue Bus Company
Coast Cities Coaches, Incorporated

- Community Bus Llnes Incorporated

Consolidated Shore Lmes
DeCamp Bus Lines
Dean, Incorporated.

Domenico-North & South jersey Bus Companyv_

Dilley, Fred ).~ -

Dover-Mt. Hope- Plcatmny

Downtown Bus Company

EFF KAY Bus Company

»Ellzabeth Transit Corporation -
Elizabeth-Union-Hillside-Irvington- LInes Inc
Fairlawn Transportatlon Incorporated

" Five Mile Beach Electric Railway

Garden State Coachways

~ Garfield & Passaic Transit Company
_Graope Transportation Company Inc

. Hanus Bus Company -. . - = - =

~ Hoboken Municipal Bus Lines

“Hudson Bus Transportation Company, Inc

Hudson Transit Lines, Incorporated

 Klyde, Judith

Lafayette & Greenville Indcpendent Bus
-Owner’s Association* :

“Lakeland Bus Lines, Incorporated
" Lincoln Transit Company, Incorporated
'Llppman Norma

" Manhattan Transit Company o
“Maplewood Equipment Corporatlon S
~Mercer Metro

.. Middlesex Bus Company
.. Mohawk Coach Lines: - S
E Montgomery & Westside Independent Bus ;

“Owner’s Assocratlon*

Mountain Coaches Incorporated

g ~Newark- -Elizabeth Independent Bus Owner s

-Association*.

' Newark West Orange Independent Bus S

Owner’s Association*

"New York Keansburg-Long Branch Bus Co.,In
- North Hudson Boulevard Independent Bus _'

" Owner’s Association®. -

. North Newark Indcpendent Bus Owners Assouatlon
- Ocean Drive Tours :

Ocean Grove Belt Line, Inc.’
Passaic-Athenia Bus Company -

" “Philboro Coach Corporation

Plainfield Transit, Incorporated

Prime Bus Company

Rockland Coaches, Incorpo:ated

' ‘Route 22-Hillside Indcpendent Bus

Owner’s Assouatron*

, Real Transit Company
- Somerset Bus Company, Incorporated
~~South Hudson County. Boulevard

Independent Bus Owner’s Association*®

_'South Orange. Avenue Independent Bus

~Owner’s Association *

o Sprlngfleld Avenue Independent

Bus Owner’s Association*
Starr Transit Company, Incorporated

~Suburban Transit Corporation
. Salem Transportation Company

" of New Jersey

~ South Bergen Avenue -
~~ Summit Town Transit Rentals

Trackless Transit, Incorporated

' Transport of New Jersey.

Washington St:-Hoboken Independent
Bus Owner’s Association™ - '

»Watchung Mountarn TranSIt Incorporated o

(1) Associations are indicated by asterisk (¥).






'@ Commuter service to. ‘the metropolitan centers
in other states, New York and Pennsylvania, . .
accounts for 65% of the total state bus mlleage.

The dlver51ty of available service is 1llustrated
by looklng at the four types of service which are operated
and the modes of operatlon-'- : _

o Local Area - Transit serv1ce which prlmarlly

(]

[

serves within the boundaries of a mun1c1pa11ty

or county. The mode of operation is usually
conventional bus service operated by TNJ or an
individual or an Independent Bus Owner Associa-
tion which might consist of from two to twenty
individual carriers, each operating one

basic route. There is one city subway,

in Newark, operated by Transport of New

Jersey;

service, which provides intermunicipality

- and inter-county access. The modes of op-

eration include the individual bus opera-
tor, IBOAs and intrastate rail lines. There

- are two rapid rail lines providing intra-

state service: Port Authority Trans-Hudson
which provides limited intra-community ser-.
vice in the Newark-Jersey City area; and,
the Lindenwold High Speed Line which pro-
vides local 1ntrastate service 1n southern”
New Jersey; -

Regional Interstate - Work trip, commuter-.
oriented service primarily geared to New

" York City and Philadelphia. The modes of
-operation are primarily the larger bus op-

erators (TNJ, Lincoln Transit, etc.) with '
commuter rail lines and rapid rail facilities

~provided by ConRail, PATH, PATCO and SEPTA;.

Interstate Corridor - Servioe between North-

~east Corridor metropolitan areas which tra-

verses New Jersey and serves significant num-
bers of New Jersey residents by providing
both reglonal interstate and regional intra-
state service. The modes of operation 1nclude
long-haul rail service by AMTRAK and inter-.
state bus operators such as. Greyhound and Con-
tinental Trallways. :
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Labor Unlons

Each of - the major natlonal transportatlon workers'
unlons is. repreSented in New Jersey's public transit system.'
The three largest -- the Amalgamated Transit Union (ATU),

the Transport Workers Union (TWU), and the United Transpor4”rf5
tation Union (UTU) -- represent workers in both bus and rail
transit. Other natlonal transit unions in the state 1nclude;

the Teamsters and the Brotherhood of Rallroad Tralnmen.v;

The labor unions for the rail carriers and PATH are:
presented in Table VI- 6. These unions might vary somewhat be-
tween carriers, but are basically the same. PATCO has one T
union -- the Teamsters, Local 676 - representlng all hourly
employees. : . v

’ Bus operatlng employees are represented by a number e
of both large and small unions. The majority of TNJ's employ-

ees are represented by the ATU, while those at Lincoln Tran-
sit are represented by the UTU.  However, in addition to the .

national transportation unions,3there are a host of small

non-affiliated, narrowly defined unions, such as the South
Amboy Bus' Drivers' Association, the.Boro Bus Association and
the Middlesex Bus Drivers' Association. The majority of
these smaller unions are specifically oriented to a particu-
lar bus company Or: geographlcal location. The extent of re-
presentation by these unions of the employees varies from
company to company. In some; all hourly employees are repre-
sented. Some. include only operators, but not mechanlcs or.
cler1ca1 personnel._'

- The_collective'bargaining;agreements-and.the-provi-”
sion of Section 13.c of the Urban Mass Transportation Act
will be a significant constraint on the flexibility of the
PTA management as it moves to assure a fully coordinated
system of public transportation in the State. The complex1ty_-
and sens1t1v1ty of the labor relations aspects of the PTA ‘
dictates that the PTA have as much flexibility in personnel

.matters as possible. The operating personnel will be the

major portion of the employees of the PTA, and these
employees will have their wages, beneflts, conditions of
employment and security established in their collective .
barglnlng agreements protected by Sectlon 13.c and by 13.c
agreements. None of the major transit systems which have gone
public since federal funds became. available have become

: civil service due to these constraints. This has been a
‘major consideration in the recommendatlon that the PTA be

exempt from Civil Service. It would be virtually 1mposs1bler
to place ‘the organized operating personnel under civil
service, and if the remainder of the PTA positions were

under Civil Service, the effect would be to burden the
"PTA .with two categorles of personnel in the development of a
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TABLE V1-6 L

NEW jERSEY DEPARTMENT OF TRANSPORTATION

| ORGANIZATION AND FINANCE STUDY

PASSENGER RAIL LABOR UNION REPRESENTATION

~ United Transportation Union

; Brotherhood of Lor:dnro’tivevEnginee‘ré',f :

American Train Dispatchers Association”

‘American Railway Supervisors Association*

o .Brotherhood of Mamtenance of Way Employees

. Brotherhood of Rallroad Slgnalmen

Ra‘llroad Yardmasters of Amerlca»

Brotherhood of Rallway, A| rllne and Steamshlp Clerks o
: Internatlonal Assocratlon of Machmlsts

'4Internatlonal:Broﬁtherhood of Bonlerma_kers,‘etc.,’_"j =

Internatlonal Brotherhood of Electrlcal Workers o
N Intematronal Brotherhood of Flremen and Ollers 2
, .Internatlon’ajl_« B‘r.qtherhpod of_Tea_msters o

International Sheet Metal Workers

Transport »WOfkerS'iUni_on», B

* These two unions have no representation in PATH. - -

- Conductors, Trainmen', :

“Switchtenders and

. Flremen
' ;‘?D"ispatchérs -

'Superv:sors and

Assnstants ’

Trackm,en

'”::S‘ignal rnen

Yardmasters

Clerks
’ v[j_Machlnlsts .

» ,A‘:BOIlermakers and
. Blacksmiths

‘ E’léctric-ians/ :
:‘Statlonary Engmeers
"Pollcemen
| - Metal Workers

- Car Repalrmen
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»funlfled and flex1ble personnel system. The flrst crltlcal
- step is to exempt PTA from the Civil Serv1ce system.gﬁ

f Potentlal for Operatlons Changes

The fundamental objectlve of reorganlzatlon in the

area of transportation operations is to move toward ration-
alization of the system. The concept includes the elimina-
tion of competitive, overlapping or dupllcatlve services,
integration of bus and rail modes, institution of shared -
fare and universal transfer provisions, consolidation of
manpower and facilities for the efficient use of systemwide
operating and capital resources, and: serv1ce mod1f1cat10ns
to routes with hlgh operatlng ratlos. S

Y | System Modlflcatlon - W1th a mult1p11c1ty of local
"and commuter bus companles, suburban railroads and
rail rapid transit agencies providing service in

the most densely developed corridors and communities

in New Jersey, it is inevitable to have some dupli-

cation in service areas and overlap of operations.
To minimize the extent of intra-modal and inter-modal

- service redundancy,‘and to improve the utilization

- of available public transportatlon resources, develop-
" ment of a base level service plan would result in-
~modifications to the configuration and orlentatlon

of present transit»services.' Such modifications
could encompass numerous changes including a more

 _optimal deployment of existing modes, the consolida-
‘tion of some present operations, 1mproved operations
- control, and a unlfled program of serv1ce regulatlon.

‘Modal Optlmlzatlon - In some 1nstances, commuter bus

service is operated in parallel with suburban rail-

‘road service in major corridors linking portlons of -
~the state with New- York City. The. carrying capacity
and productivity of both modes, however, might be -

further enhanced in some instances by restructurlng
bus service to prov1de complementary rather than

' competltlve service.

’:Serv1ce Consolldatlon - Wlth the prollferatlon of v
" bus services in the State, it is ‘understandable that
‘some carriers operate on common thoroughfares or in
~close proximity to other transit lines, particularly
in northern New Jersey. While many services which
~have short segments of overlap are not truly compe-

titive, it is also not surprising that many services =
are not operating at optimum capacity or eff1c1ency.;

'For example, peak period loadings on some lines indi-
- cate that buses are generally operating at no more
than three quarters of’ capac1ty.. The quantlty_and,
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‘allocation of service could be rationalized through.
 the development of a series of service standards.
- These standards, encompassing frequency, loading,
~etc. would provide for a more equitable distribution
of operatlonal resources throughout the state. -

' @ Fare Standardization - The implementation of a uni-

fied, comprehensive and coordinated fare structure
in New Jersey has effectively been precluded because
of the presence of so many separate carriers and
different regulatory agenc1es. Nevertheless, with
‘greater State involvement in the provision of public
transportation as called for under the recommended
alternative, greater standardization of fares becomes
" an achievable policy. Among other objectives that
it would accomplish, fare standardization would
result in a more equitable distribution of costs
among transit users as well as the removal of trip
cost” uncertalnty ass001ated with- travel on dlfferent
carrlers. :

e Joint Fare Programs. - Fare structures of mass tran51t_
carriers in the State are pr1nc1pally de51gned to

optimize individual carrier revenue and, for this _

- reason, joint fare arrangements among different pro-

- viders of public transportation have been afforded

" .subsidiary importance. -Yet, institution of- COmblna-
tion fares under the recommended institutional and
financial structure may be viewed as one mechanism
for facilitating the linkage among various transpor- =
tation subsystems which presently function as non-
integrated components. The potential ablllty of o
.joint fare programs to foster rider convenience and
‘hence provide for improved areawide mobility is,
“however, the ultlmate justlflcatlon for 1mplementa-' -
tlon. .

[ Marketlng - The State of New Jersey has recently

assumed a more active role in the promotion of its -
multi-modal and comparatlvely ublqultous network of
public transportation services to its constituents.
Activities include the purchase of new buses and rail
cars,‘the institution of a comprehensive park-and-
ride signing program and ‘the creation of a Bureau of -
Marketing and Analysis. Under the PTA,; the Bureau of-
Marketing and Analysis could prepare a unified,

statewide promotional program. The Public Transpor- u"'

tation Agency would ensure that informational aids:
such as public tlmetables, media advert1s1ng, tele-
phone 1nformatlon service and system maps were de-

~signed to increase tripmaking by current and prospec-v‘—

t1ve users allke.'
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K Malntenance and Storage Fac111t1es - The extent and
condition of maintenance and storage facilities

. varies s1gn1f1cantly among the prov1ders of surface
‘transit service in the State. ‘A substantial portion
of the existing bus fleet, for example, does not )
operate from a tangible maintenance facility, rather,
buses are stored on empty lots and repair work is
performed out in the open or within small sheds.
Somewhat reduced fleet requirements resulting from
the introduction of service modifications could be
expected to reduce the number of such poorly equipped
maintenance and storage. fa0111t1es, partlcularly in
‘central and northern New Jersey.

Ratlonallzatlon of serv1ce would dlrectly impact both
the quantity and size of operating bases required for
bus storage and maintenance. The future surface ‘
transit fleet might be maintained and operated from
about 16 to 26 modern garages each offering capacity
for approximately 150 to 250 vehicles. Consolida-
tion of operations would probably require some new
constructlon, but might also permit a net reduction
of an estimated 30 to 40 storage fac111t1es through—
out the State. : . :

. @ Fleet Replacement and Deployment - Currently, bus/

~ rail equipment procurement policies in the state are
‘substantially based upon'the availability of funding
rather than on complete knowledge of the age and
condition of the respective fleets by carrier and
“mode. The distribution of capital equipment presents
-a problem since the allocation of new vehicles to
certain carriers and not to others. is, in it-
self, a major potentlal inequity and a prospective
barrier in securlng continued federal assistance.
This problem is espe01ally troublesome if publicly
owned buses are used in competition with vehlcles
purchased solely by prlvate funds. :

’Wlth the State assumlng ownershlp and/or control °
over approx1mately 75% of regular route, surface .
transit operations under the recommended structural -
- alternative, an opportunlty would exist for 1mproved
- rationalization in the acquisition and distribution
of new vehicles in both procurement and allocation.
- In procurement, an orderly program of fleet renewal
could be established in lieu of present policies
which result in the purchase of vehicles at irregular
- intervals and in "lump-sum" quantities. In alloca-
"~ tion, criteria should be prepared to provide guide-
“lines for the allocation of new vehicles. As the
owner/operator of an appreciable amount of regular
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route bus service, the State could utilize such a
policy to deploy equipment and attendant capital
- resources throughout its service territories in
order to attain maximum operational effectiveness.

® Lines With Low Operating Revenues - Another set of

" considerations that might be important in setting
service levels is the revenues of particular ser-
vices in relationship to their costs. Lines which
pay very little of their costs from the farebox might
be considered to be candidates for fare increases,

- service cutbacks, or even discontinuance, unless
there are countervalllng social policy reasons for
providing more service along that route rather than
anywhere else in the State. It must be kept in mind

- that every bus which runs on any particular route is
not running somewhere else, and therefore a
decision to continue a high subsidy level for a
particular route is also a decision not to provide
~another transit service llkely to be just as de-
serving. '

The study team has compiled a list of all bus routes
ranked by the percentage of costs paid out of the
fare box, along with the subsidy paid for each line.
Route-by-route costs and subsidy levels were developed
from the Simpson and Curtin bus subsidy contract
study, using fiscal year 1975 data for the subsidized
carriers. The results of the analysis showed that =
of the approximately $26 million paid out in subsi-
‘dies for that year, $7 million was attributable to
bus routes which covered less than 50% of their costs
~out of the farebox. While not all $7 million could
or should be saved, reallocation of operatlng re-
sources can glve better flnan01al results.

Thus there are potential opportunities for effici-
encies of scale, coordination of services and the elimination
of duplicative and competitive bus operations under this in-
stitutional and financial option. It must be reiterated that
total costs and the efficiency of operatlons will depend very
much on the acceptability of operatlons changes.

Railroad Ope:atlons.

‘New Jersey has put substantially more resources
into subsidies for the operations of the commuter rail lines
than it has put into subsidies for the more extensive bus .
transit system in the State. The New Jersey D.O.T. or
other public agencies own virtually all the rail equipment .
used in commuter operations. Most rail right-of-way is
owned by ConRail, but the New Jersey DOT can exercise an
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~'optlon to purchase some of the rlghts—of-way at prlces'”ﬂ- v
- related to USRA Final System Plan values. The costs of all»ﬁ o

such properties which New Jersey might purchase ‘hawve been.
calculated from USRA flgures at around $15 million. CIf
the New Jersey DOT wished to make such purchases,‘they
could conceivably seek federal aid or a federal loan for the_

"majorlty of fundlng. “The sum necessary for these purchases
~is thus very small in comparison to the basic UMTA agree-
- ment to fund about $400 million worth of rail improvements =
v1n New Jersey out of UMTA s ex1st1ng cap1ta1 fundlng author-,;x

’ At present, a final determlnatlon has yet to be

made on how costs will be allocated between freight serv1cessfrikf"ﬁ‘”'
.and New Jersey sub31dlzed commuter services on tracks which

are jointly used for freight and passengers.  With its optlon :

‘to purchase, New Jersey can obviously decide whether it

wants to be the owner and maintainer or the renter of o
trackage rlghts, based on lowest total cost to the State.’

Of much greater 1mportance to: the State is the

‘ cost of operatlng commuter rail lines, since subsidy levels'”"°
“have been over $50 million per year. In years past, pay-

ments have gone to the individual railroads and now Con—- .
Rail, which has acqulred the relevant properties from the

‘bankrupt carriers. . New Jersey is currently negotiating

w1th ConRa11 over the basis of payment for operatlng losses.fthr

: When the flnal determlnatlon is made as to how
ConRall will charge New Jersey for the operatlon of rail

- passendger services, the State will: also be able to make _
- a judgment on whether to continue to contract with ConRall, L
~or to operate the services 1tse1f or to have another public

agency operate the rail services. The decision on whether

. to purchase service from ConRail or seek another financial

arrangement should be made on the basis of least cost to the

. State for- prov1d1ng the level of reliable and adequate com-
' muter rall ‘services whlch the State deSLres. The decision -

also has to consider the preservatlon and enhancement of 3
frelght serv1ces necessary for the. State s economlc health.’

. vi-16
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 VII. REGULATION OF PUBLIC TRANSPORTATION

A prlmary requlrement for the enhancement of the
remaining private carriers able.to operate at a profit, and
for the rationalization of the services provided by prlvate
and public carrier, is to revise extensively the State's reg-

‘ulatory process. The following recommendations will create a

regulatory structure, and a new basis for economic regula-
tions, which will better accompllsh the State s objectlves.

e Transfer all tran51t economic regulatory.
powers of the Commuter Operating Agency and

" -the Board of Public Utllltles Comm1551oners to
the PTA; :

® Transfer the regulatlon of common carrier
safety to the Law Enforcement Division of.
the Department of Law and Public Safety,_

[ Establlsh "operating ratlo"-as the‘ratevset—“
ting basis in determining fare changes for
private carriers, rather than return on in-

- vestments; ’ IR :

® Establish within the PTA a Division of Ser- =~
vice Improvement and Regulation (DSIR) and vest it
with the regulatory responsibilities and the '
'respon31b111ty to actively pursue the imple-
mentation of a Base Level Transit Serv1ce
Plan including system rationalization;

® The regulatory division should be aggressive

' and policy oriented in order to assure that:
the service provided meets the standards es-
tablished, and to assure the hlghest degree
of v1ab111ty of the private carriers poss1-
ble, consistent with PTA transit service
policies and objectives. Adequate publlc in-
volvement should be prov1ded ’

Economic Regulatlon

The two most 1mportant changes in the regulatory

functlons are the recommendation to place all transit econom- -

ic regulatory functions under a single agency - the PTA - and
the recommendation to change the rate base from return-on-in-

- vestment to operating ratio. Both of these recommendations

are intended to be primary means of improving the viability
of private carriers, by ellmlnatlng a redundant and confus-
ing bureaucracy and ellmlnatlng an out—moded rate settlng

,system.
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: A At ‘the present tlme, the Commuter Operatlng Agency
regulates all services provided by private carriers operatlng
under the subsidy program and to a large extent, PUC defers

to Coa decisions. The PUC regulates all other private. common

carriers in intra-state service and the COA neither has nor

attempts to exert any responsibility or influence over the unsub-

sidized carriers. Policy coordination occurs through the PUC

Chairman, who is a member of the COA. A number of efforts have

been made to improve coordination of the two agenc1es, without.
notable success.. The existing. regulatory system is. unduly
complicated and confu51ng to the carriers and to the public

'y and officials who are interested in and affected by the regu-
g latory system. The major considerations compllcatlng the exist-

ing circumstances, and contr1but1ng to the need for the recom-

mended changes, are-

) Tran51t regulation is a relatlvely minor part

of the PUC's overall regulatory role, and does

" not get significant staff or pollcy attention.
There is no active or aggressive use of the
regulatory function to sustain the financial

condition of the carriers, nor to assure the

-quallty performance of thelr services. o

o’Regulatory 1ssues_relat1ng to serv1ces which
are the subject of subsidy negotiations fall
©in a no-man‘s-land’between the ‘two agencies. .

) Some regulatory issues 1nvolve both agen01es ,
‘ .unnecessarlly, as when a sub51dlzed and an un-
subsidized carrier are in dispute ‘over an op-
"eratlng rlght or a serv1ce area.

o,Some of the powers of the COA are confus1ng to
some of the parties, such as the COA's authority

" to permlt the discontinuance and abandonment of - -
‘services which had been subsidized but which ,

- are not now carrying enough riders to justify _
]thelr contlnuatlon. : : B

The system is unduly time- consumlng in part be—

cause of the ambiguity of the overlapping authorlty. Addi--
‘tionally, the two-agency system has created a curious kind

of vacuum, in which neither agency has taken an assertive

';p051t10n in regulation, and has not used the regulatory func?

tion as an active policy tool for 1mprov1ng the system. The:

_recommendatlons will provide very significant benefits by re-

moving the ambiguity, making the authority and responsibili-
ty clear, and comblnlng transit regulation, plannlng and pol-
icy in a single agency whose sole responsibility is publlc
transportation. Regulatory decisions would be based on a-

»spec1flc s1ngle set of pollcles on serv1ce levels and fares.
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The rate-setting recommendations are particularly
significant to the future viability of the private carriers
in the State. As was discussed in the Transportation Opera-
tions chapter, fewer than 30 carriers of the 75 operating in
the State were profitable in 1974. (Many more very likely
enjoyed a positive cash flow without subsidies in 1974, and
still do so today if officers' salaries, depreciation ex--
penses, and rental agreements are considered). Also, the
State has become the primary investor in the public transit
system. This has come about because of the shortage of in-
vestment capital among private carriers, and perhaps more im-
portantly because of the fact that the State and other pub-
lic agencies can get federal assistance for 80% of the cost
of transit investments, enabling public agencies to buy equip-

ment .and improve or construct facilities at 20¢ on the dollar.

In the absence of the private carriers' willingness or abili-
ty to make investments, the State has gradually become the
owner of almost 40% of the bus fleet operating transit in New
Jersey. = At the same time, labor and materials expenses have
risen as a percentage of total costs of transit, with the re-
sult that, even where private investment has been maintained,
the percentage of total cost represented by that investment
is relatively low, and the fares necessary to provide a pro-
fitable return on investment have tended to be consumed by
rising operating expenses.

To accommodate these financial realities, many reg-
ulating agencies have abandoned the use of return-on-invest-
ments as a basis for acting on carrier petitions for fare in-
creases, in favor of using the "operating ratio" approach.

: , Operating ratio is the proportion which operating
expenses represent of total operating revenue. It measures
the current financial status of .a company in terms of a break-
even point (1.00), and responds to fare, ridership and ser-
vice changes over time. For example, if a carrier had total
expenses of $105 and total revenue of $100, his operating
ratio would be 1.05. A carrier whose operating expenses are
$95 and whose operating revenues are $100 has an operating
ratio of 0.95. These ratios include cost of investment (debt
service) and depreciations as an operating expense, where

they occur, but the technique does not rely solely.on return-
on-investment. It is recommended that the PTA establish .95
as the standard operatlng rate, including all revenues and

all expenses from services provided under rlghts provided by
the PTA or predecessor State regulating agencies. Appropri-
ate rules and regulations should be established for determin-
ing the base period for the ratio, and the frequency with
which changes in fares or service can be sought or acted upon.
The remedies available to the carrier, or for use by the PTA,
in accomplishing the standard operating ratio include asking
for or directing changes in fares, routes, or schedules for
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service. 1In addltlon,vcons1deratlon should be given to the
- extent to which the petitioning carrier has taken advantage
‘of the capital, management and marketing assistance programs

available to the private carrlers through the Division of
Transit A531stance

'The regulatory division will have the continuing
respon51b111ty for resolving disputes between the private
carriers, and between private and public operators. In ad-

"dition, the regulating division will have the responsibility

to identify for the PTA those carriers whose fare structures
and service levels have reached the point at which no further
increases in fares or decreases in service can be approved:-

“without unacceptable results in lower ridership and sub-stan-.

dard service. At this point the carrier in question would be
permitted to discontinue if the service were deemed not
to be essential or if a qualified profitable carrier were
able to provide adequate substitute service. If the service

~is deemed essential to the Base Level Transit Service Plan,

and if no alternative carrier is able or available to provide
the service, the regulating division would recommend acquisition
of the carrier and, if necessary, negotiate with the carrier for
1nter1m use of the standard cost subsidy agreement. :

The practice of issuing certificates of'publicvcon-

‘venience and necessity as the basis for authorizing new tran-

sit routes would be revised in order for the State to retain
control over the cancellation or reassignment of those rights.
When new transit routes become essential to maintain a pre-
scribed level of service, or if regional transit agencies re-
quest additional services above this level, the PTA would de-
termine which carrier would provide the service on the advice
of the Divsiion of Service Improvement and Regulation (DSIR).
If a private carrier is to provide the service, then it would
petition the DSIR to establish the appropriate route, rates
and schedules to assure the proper operating ratio for that
carrier overall. If a public agency is to provide the service,
then the DSIR would consider any opposition or complalnts from

‘ prlvate carrlers .

Stafflng

The functions of the Division of Service Improve-
ment and Regulation. will be managed by a Division Director,

‘reporting to the General Manager. Regulatory decisions will

be acted upon by the Board, except for whatever emergency au-
thority the Board may delegate. Employees for the Division's
regulatory function will come from four sources including
the PUC staff, the DOT staff, the private carriers to be
acquired by the PTA, and new hires. All existing PUC and

'DOT civil service employees will be dealt with in the manner

described in the chapter in Management and Organization. In-
dividual civil serxvice employees of the PUC and DOT who might
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‘be as51gned to DSIR ]ObS will retain thelr 1nd1v1dual c1v1l

service rights with respect to their individual wages and
benefits, and with respect to their entitlement to promotion

~or transfer to other jobs in the Civil Service System. They

may also be appointed to positions in the PTA employee system;
which shall not be a part of the Civil Serv1ce System.

Safety Regulatlon

. We recommend the transfer of PUC responsibility
for bus transit system safety regulation to the Law Enforce-
ment Division of the Department of Law and Public Safety. It
is essential to maintain a separation of safety regulation
from the operational control which will reside with the PTA.: . =
Operating managers should not have the opportunity, whether -
through inadvertence or design, to sacrifice passenger safety
to the exigencies of operational or financial considerations.
The assurance of safety should be in the hands of someone,
other than the operator, who has the technical capability
and independence necessary for such a critical function. This
principle has been recognized and adhered to in all other '
states where the consultant team has prev1ous experlence or
personal knowledge. :

‘The current PUC authorlty extends only to the safe—x
ty inspection of a portion of the State's public transporta-

. tion system. Most of the rail responslblltles and some of the
bus responsibility are in the hands of the interstate regu-

lators -- the Federal Railroad Administration and the Inter-
state Commerce. Commission. The Department of Law and Public
Safety now has general responsibility for the regulation of
motor vehicles including the inspection of all licensed buses
for their mechanical operating safety. Exténding that au-
thority to encompass all aspects of safety of public trans-
portation carrlers is a logical and reasonable extension of
that agency's ex1st1ng functions and management respon51b11-

ities.

: A new unit within the Law Enforcement D1v131on
would be established to assume responsibility for common
carrier vehicle inspection, and personnel from the PUC would
be transferred to it.  Responsibilities would include in-
spection of all public transportation vehicles and fac111t1es
for conformance with all State safety standards.
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 VIII. PLANNING

_ ' We recommend a significant increase in the re-
sources and capabilities of New Jersey DOT for technical
analysis of transit alternatives and transit operations
planning. We also recommend relocating the regulatory func-
tion to the PTA, were it can be more closely integrated with
the service planning functions. Recognltlon of the close
1nterrelatlonsh1p required among the plannlng, regulation
and funding of public transit in New Jersey is critical if
New Jersey DOT's investments of public funds are to be eco-
.nomlcally and polltlcally credible. :

A : The ability to formulate a program of capital and .
operating investments over a period of from two to five years
into the future is essential if New Jersey DOT is to receive
the funding support from the Legislature needed to maximize
federal funding of desired New Jersey programs. - Expanded
capabilities should be added to New Jersey DOT rather than
to any other agency, since the DOT already has a solid base
of planning expertise on which to build and can eas11y make
- available its resources on prlorlty 1ssues anywhere in the

State. : . s

: The only major add1t10na1 plannlng requlrement
necessitated by this reorganlzatlon is to define and regular-
ly update the State's base level public transportation sys-
tem. This is the primary planning respon51b111ty of the
Director of Service Improvement and Regulation in consulta-
tion with the Director of Planning and Research. It should -
be a process of specifying standards of service governing '
such considerations as levels of fare, geographic availabil-
ity of service in terms of frequency and span and the de-
finition of appropriate roles for the various modes. This
defined minimum essential level of service can then be used
in determining the essentiality of any carrier or route and
in the formula allocatlon -of State funds to any reglonal
transit agen01es formed. ' '

The BasevSerV1ce=Planv

As soon as-possible, the PTA should develop a Base
Service Plan which will define the State's public transit
policies and objectives, establlsh=standards for service and
- fares, and define the revisions in service necessary to as-
‘sure the most cost-effective use of private and public re-
sources in providing the services necessary to meet the stan-'
dards establlshed

, .The’ba31c‘elements of the base service plan will in-
clude: ' ‘ ' o ’ o
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e Modifications of the existing system to elimin-
ate any redundancy and overlapping between car-
riers and between modes; -

e Modification of the existing system to achieve
the best use of each mode and carrier for each
service .area and corridor:; :

® Development of new services for areas not
served but meeting the standards for new
service; :

‘@ Elimination or reduction of service in some
areas where service is not meeting minimum
financial performance standards;

~ ® A standard fare system establishing a common
basis for fares for similar services, includ-
ing a system for fare—splitting among carriers
which service various segments of a particular
trip (e.g., bus feeders to rail trans&t sta-
tlons), :

e Standards for equipment conditions;
e Standards for defining essentiality of service.,
The plan will describe the services and service

levels which the state is committed to support. The plan
will be updated annually as public policies, desires, ‘and

‘ridership levels change.

The recommended reorganization would resolve one
of the planning deficiencies inherent in the current or-
ganizational structure. Because of the conflicting regu-
latory authority, the multiplicity of operating agencies and
the separation of planning and operations, short-range op-
erational planning for service improvements is very diffi-
cult to do and, therefore, is generally neglected. With
both the PTA and the statewide transportation planning func-
tion within the Department, the integration of planning and
operations will be facilitated. And, as the major bus op-
erator and the financier for most rail operations, the PTA
can readily implement operational changes emerging from the
plannlng process.

Role of Counties and Local CQmmunities

As suggested by the staff of the County and Muni-
cipal Government Study Commission, the planning process
"should be structured so that proposals can be developed from
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the bottom up, w1th county—local government belng the 1n1t1—
ator, as well as from the top down to assure proper adher-
ence to policy priorities and funding constraints."l/ We
agree with this suggestion, which also corresponds to the »
thrust of federal law and regulations governing transporta-
tion planning in urban areas. A cooperative state-county-.
local partnership should exist no matter what the pattern of
.ownership and operation of public transportation. In fact,
institutional mechanisms for the coordination of the plannlng‘
function already exist and have worked more effectively in
‘the past than has state-county- local cooperatlon on e1ther
~transit operations or regulatlon. '

No One would assert that the State and each
county and local government are always in agreement on every
planning issue. However, the existing institutional struc-
ture for planning coordination can be built upon to encom-
pass state-county-local ‘interaction on transit operations
-and regulation. Our recommendation would enhance these
cooperative possibilities by integrating the planning, regu-
latory, and operatlons functlons at the State level. :

- At present, countles and local governments must
coordinate their suggestions for improvements with New Jersey
DOT, the PUC and private carriers. It is no wonder that lo-
cal officials have difficulty implementing desired improve-
ments. Important decisions on transit services must take
account of planning and operations and regulation and finance
together. Under the_recommended structure county and local
governments will have a more direct, clearly deflned llnk
to the approprlate State level dec131on-makers.

New Jersey's counties have many varied levels of
1nterest in public transit. The State's organization for
- planning should recognize these differences, and offer each
county a level of involvement commensurate with its interest.
Some counties will desire 1nvolvement in detailed plannlng
for capital and operations improvements, and the State
should provide for their intensive involvement. On the other
“hand, if a particular county does not want to participate
1nten51vely at ‘all times, it should be offered other mecha-
nisms, such as reviews of ongoing operations, regulatory or
planning activities at regular county meetings of transpor-
tatlon coordlnatlng commlttees. - To ensure consistency

l/Summary Assessment and Pollcy Recommendatlons of County
Government Role in Bus Transportatlon - Draft Statement,
(Memorandum from James Westwater, County and Municipal
Government Study Comm1s51on, to Peter Stangl and Ron Relsner,:
Sept. 21 1976) . » E
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throughout the dec151on—mak1ng process, the same county staffV

fshould be responsible for working with State officials on
'plannlng, regulatory, and- operatlons 1ssues. :

Some countles mlght con91der publlc‘transportatlon

to be so important that they wish to take over ownership and

operatlon from the State. They would then presumably also.
acquire more planning capability and cooperate with the
State in developing projects and programs. Similarly, some
counties might want lesser involvement in public transpor-
tation, either because its operation is not an important
issue in their area, or because they are very pleased with
the status quo. If such counties do not want to maintain
consistent involvement in tran51t planning, the State
should not penalize them. _

VServ1ce,Plann1ng and Regulation

The recommendation to relocate the regulatory
function within the Public Transportation Agency is thorough-
ly discussed in Chapter VII, Regulation. The addition of a
regulatory staff familiar w1th the existing services and
capabilities of the private operators and experienced in
analyzing the private carriers' costs and finances will be
a necessary supplement to an expanded plannlng role for New.
Jersey DOT. The establishment of a service improvement
planning capability in conjunction with this regulatory ac-
tivity will fill a gap in the existing structure - a gap
which must be filled to permit the rational application of
regulatory power. In the future, the distinction between
planning and regulation will blur, as the determination of
levels of service, operating costs, fares, route structures
and related factors becomes routine to New Jersey DOT.

The reasons for recommendlng the transfer of PUC
transit regulatory responsibilities to New Jersey DOT are to
more closely integrate planning and regulatory decisions
and to reorient transit regulation to reflect the current
economic characteristics of transit services. Operating
ratios and levels of service, as determined through planning
policies, should replace return on investment as the primary
basis for regulatory decisions.

A key responsibility of New Jersey DOT transit
planners will be to provide the service levels, fare 1evel,
and ridership information needed to guide and support
planning/regulatory decisions. Important components of the ,
planning function will be the identification of service needs
throughout the State, and the assessment of relationships
among level of service, fare, and ridership for various
kinds of transit service. Such information provides a basis

- for analyzing alternatives for transit improvements and for
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developing transit capital improvement programs, and can

. . guide policy decisions on the amount of transit serv1ce the
‘State will support financially. :

Other advantages of a strengthened plannlng func-'
tlon 1nclude-

° better coordlnatlon of transit and other
urban area transportation planning, with an
increased opportunity to plan and implement
low-cost transportation system management
(TSM) types of 1mprovements,‘

) 1mproved capabilities for analy21ng State -
~ expenditures to guide financial planning for
capital 1mprovements and for the operatlng

expense program; : :

) development of a more useful ‘data base, in-
cludlng ridership by route and data on effi-
c1ency, product1v1ty and competltlon among
serv1ces, and :

e increased capability to efficiently monitor
- services being delivered and to correct ser-
vice def1c1enc1es. :

The metropolltan planning organizations in the

State's urbanlzed areas will continue their current re-

sponsibilities, including preparation of local Transporta- -

. tion Improvement Programs with transportation system manage-

~“ ment (TSM) components, and will be strengthened over time

~ through the continuation of New Jersey DOT's technical
assistance programs and through interaction with State
planners on both short—’and 10ng~range transit_programs.

New Jersey DOT - will contlnue to prepare appllca-
t;ons for federal transit assistance. However, anreased
staffing and efforts will improve the Department's capa-
bilities to effectively spend State funds and to compete
with other states for federal aid and will strengthen '
liaison with the federal agen01es Wthh admlnlster these

programs. :

Multi-Modal Planning and Transit Services Planning

An integrated operations plannlng and regulatory
staff is necessary to achieve rationalization of service and
well 1nformed dec151ons on fares, routes, and service levels.
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There are two potential locations for this kind of staff
within New Jersey. Either they could be put with the exist-
ing multi-modal planning group, assuring the closest re- '
lationship among short term and -long term planning, or the
new service improvement planning and regulatory staff could
be integrated with the operating agency. The latter course
would assure a more direct service improvement and regulatory
1nput to the management of daily operatlons.

On balance, we think it is more critical to assure
direct input to the general manager operating the system, so
that such analytic skills and expertise are an intrinsic
part of the operator's staff. This provides for more direct
appllcatlon of such analyses than would occur if recommen-
dations came to the PTA only through the pollcy level of the
Commissioner.

In other transit operatlng agencies in the country,
it is almost universally the case that operators are more

likely to implement improvements that they have developed

themselves. When detailed recommendations come from outside
an operating agency, the tendency has been for the operator
to look for reasons not to make changes rather than to im-

.~ plement the outsider's recommendatlons.

The need is also great however,’for coordination
of long term multi-modal planning and short term operations
planning. Within the recommended structure, this coordi-

‘nation will come about through interaction among the working

level management personnel responsible for each planning
function. The DOT units responsible for coordinating multi-
modal planning will also be responsible for coordlnatlng ,
short and long term planning carried out in the various :
parts of the DOT, the PTA, and other agencies. The Director
of Planning and Research in the DOT would chair a staff

group responsible for New Jersey's transit program expendi-

~tures, and would work directly with the PTA in this capa01ty.

'Some added technical planning skills necessary for
developing and analyzing transit improvements should be lo-
cated in the unit responsible for multi-modal planning in
the State under the Director of Planning and Research. These '
include capabilities in travel and transit forecasting'and
analysis of alternatives, and an augmented environmental _
analysis unit with specific emphasis on enhanced State capa- -
bllltles to. meet UMTA cap1ta1 grant requ1rements.' 2

Additional positions will be required in the DOT
to carry out these responsibilities. The needed staff
skills do not depend on the recommended organizational
structure, but should be added to the DOT to assure a- ba31c
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level of skllls necessary to serve the 1nterests of New
Jersey in developlng tran31t prOJects.

An addltlonal advantage of the recommendatlon is
.that New Jersey DOT will no longer have to rely on the
.Port Authority of New York and New Jersey or on spe01f1c
project consultants for analysis and computer services for
forecasting transit usage. No comparability and consistency
of analysis is possible without a State capablllty avallable
for all areas and prOJects.
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