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ABSTRACT OF THE DISSERTATION

The Four Dimengons of Rall Transt Performance
How Adminigtration, Finance, Demographics, and Politics Affect Outcomes

by
Nicholas Shawvn Compin
Doctor of Philosophy in Urban and Regiond Planning
Universty of Cdifornia, Irvine, 1999

Professor Marlon G. Boarnet, Chair

The rebirth of rail trangt in the US over the past two decades has resulted in rail trangit's
re-emergence as an integra part of both the physical and economic landscapes of many US
cties Currently fifty-four separate rail trandit systems are operated in the US (see Appendix
A). Thisre-emergence of rail trangt in cities across the US raises an important question. How
does society determineif itsinvesment in rall trangt is having an impact? More importantly for
the current research: how is the impact of rail trangt measured across different geographic
regions and system types? Performance sandards are one way of determining if public
investments are reaching established goals. In this research the impact of variables representing
four dimengors of trangportation performance: adminidrative, financia, demographic, and
political isassessed. Multiple regression anadlysisis used to assess the impact of important
factors representing each of the four dimensions on the performance of al heavy and light rall
trangt systemsin the US.

This study addresses three important gaps in exigting research. Fird, this study is strictly
concerned with the performance of rail trangt systems; an area of research which is unique and,

due to the dearth of information in the past, absent from current literature. Second, existing
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research has not adequately addressed the impact of specific sources and types of government
subsidies on transt system performance. Sources of subsidies include federd, state, and local
funding, while typesinclude dedicated and generd revenue funding. Findly, exigting research
has yet to adequately address the impact of local politica relationships on transit system
performance.

Reaults indicate that a Sgnificant difference exists between the operation of heavy and
light rail trangt sysemsin the US. The main difference isthat adminigtrators of heavy rall
systemns seem to grive to achieve goals more closdly associated with standard performance
measures, while adminigtrators of light rail systems may target different goas that are not directly
associated with or reflected by existing performance measures. The results of this research are
extremdy useful, not only in terms of determining the impact of important varigbles on the
performance of rail trangt systems, but aso in helping to focus and redirect performance

research.
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INTRODUCTION

The rebirth of rail trangit in the US over the past two decades has resulted in rail trangit's
re-emergence as an integra part of both the physica and economic landscapes of many US
cties Currently fifty-four separate rail trandit systems are operated in the US (see Appendix
A). Every year hillions of dollars are spent by federd, ate, and loca governments on capita
and operating expenses associated with rail trangit. Cities and regions acrossthe US are
building new systems and expanding older systems in the hope of changing both travel and
development patterns. The re-emergence of rail trangit in cities across the US raisesan
important question. How does society determineif itsinvestment in rall trangt ishaving an
impact? More importantly for the current research how is the impact of rall transit measured
across different geographic regions and system types? Performance standards are one way of
determining if public investments are reaching established gods. In thisresearch the impact of
variables representing four dimensions of trangportation performance (adminigtretive, financid,
demographic, and political) is assessed. Multiple regresson anadysisis used to assessthe
impact of important factors representing each of the four dimensions on the performance of al
heavy and light rail trangt systemsin the US.

This study addresses three important gaps in existing research. Fird, this study is grictly
concerned with the performance of rall trangt systems, an area of research that is unique and,
due to the dearth of information in the past, absent from current literature.

Second, existing research has not adequately addressed the impact of specific sources and
types of government subsidies on transt system performance. Sources of subsidies include
federd, state, and locad funding, while types include dedicated and generd revenue funding.
Fndly, exigting research has yet to adequately address the impact of loca political relationships
on trangt system performance.

In order to provide astrong basis for analysis, Chapter | addresses the arguments, both

pro and con, surrounding the history of government participation in rail trangt finance in the US.
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Also presented in Chapter | are: agenerd history of government participation, the sources and
amounts of capita and operating funding available for mass trangit in the 1990s, and a
discussion of funding types; both dedicated and genera revenue.

Chapter 11 is devoted to areview of the literature, especidly studiesthat have
addressed the impact, gppropriateness and applicability of specific performance measures.
Performance measures chosen for inclusion in the current research, the reasons for their
incluson, and the ingght provided by each are dso discussed. Presented in the find section of
Chapter 11 isadiscussion of three important gaps in exigting literature that have become
apparent through the andysis of past research. These ggpsinclude a determination of the
impact of specific types and sources of government subsidies, the concentration of exigting
performance research on bus trangit operations, and the inclusion of data relating to loca
palitical relaionships and their impact on trangt system operating performance.

A new framework for the analyss of the nature of rail trangt system performanceis
developed in Chapter I11. Also included in Chapter 111 is adiscussion of the variables used to
represent each of the four dimensions of the new framework, with specific attention paid to an
explanation of how each affects performance. Findly, Chapter 11 contains a step-by-step
outline of how multiple regresson anadlysisis gpplied in this research, and an andysis of the
expected results.

Presented in Chapter 1V are results of regression andyses conducted using data from all
heavy and light rail trangt propertiesin the US, 1987 - 1995. Also included in Chapter 1V isa
discussion concerning whether or not the hypotheses stated in Chapter 111 were proved or
disproved. Thefina section of Chapter IV is devoted to a discussion of the macro-leve
understanding gained from the interpretation of regresson results, as-wel-as suggestions for

future research concerning the nature of and factors affecting rail trangit performance in the US.



CHAPTER/|

TheHistory of Government Participation in Mass Transportation

In order to understand the need for conducting research concerning the performance of
rall trangt systemsin the US, and the impact of specific variables on performance, it isfirst
necessary to frame the issue in such away asto gain afull understanding of the progression of
government involvement, especidly financid, in the provison of masstrangt. Presented in the
firdt section of this chapter, section A, is a conceptudization of the question of government
financing of mass trangportation in the US. This includes condderation of the nature of mass
transit as a public or private good, which gets at the heart of the issue. Theingight gained leads
to the consderation of public goas associated with mass trangportation and consideration of the
argumentsin support of and in opposition to government financing of mass trangt.

Section B provides aview of the historical progresson of government involvement in the
provison of rail trangt inthe US. Rather than aquick trangtion from private to public
ownership and operation, the process of shifting from private to public control of the USrail
trangt industry was dow and hard fought, taking decades to complete.

Sections C and D contain information concerning recent trendsin government financia
support of mass trangt in generd and, more specificdly, rail trangt. Thefoci of these sections
are the sources and types of government funding available to trangt systems for expenditure on
capital and operating cogts; including federd, state or local government; and dedicated or
generd revenue.

The find section of this chapter, section E, not only contains a summary of whet is
presented in this chapter, but an explanation of how past and present government involvement in
both the mass trangportation industry as awhole and, more specificdly, therail trangt industry
directs the current research to ask and provide insght into questions that heretofore have not
been addressed in existing research.



A. Conceptualizing the Government's Role in Public Transportation
1. Understanding the Goals for and Objectives of Public Transportation.
a Public Trangportation: Public Good or Publicly Provided Private Good?

Public goods have two characterigtics. Firdt, they are nonriva: the margina cost of
adding one additiona consumer is zero. Second, they are nonexcludable: it isimpossble or
impractica to exclude a consumer (one who has not paid for the good) from consuming the
good (Pindyck and Rubinfeld 1992). The most frequently given example of a pure public good
isnationa defense. Although the cost of providing nationa defense may vary according to
government policies, the cost of adding additional consumers (population increase) is zero. In
short, either a country provides nationa defense, or it does not and that fact does not vary
according to changesin population. Nationd defense is aso nonexcludable. Again, if a
consumer decides not to pay taxes, he or she will ill be protected againgt foreign invasion. To
exclude one person, without putting the consumers who paid for the service at risk, would be
impossible

Private goods, on the other hand, areriva: the cost of producing one additiona item, no
matter how smal is positive. Private goods are aso excludable; once a commodity is
purchased al other consumers are excluded from purchasing that item.

Established trangportation systems are often considered to have characteristics of both
public and private goods. Highways are examples of what are referred to as impure or
congestable public goods, goods that are nonriva when the number of consumersislow, but
riva when the number of consumers risesto a point where al who would want to consume the
good are unable to (congestion).

Congestion aside, transportation, a its most basic level isaprivate good. It istrue that
the cost of operating a public bus is the same whether it is full or empty, but the decison
concerning the type of travel offered (e.g. bus vs. train) or the size of the vehicle operated and

its service level includes a caculation of the codts related to carrying different numbers of



passengers. Public transportation is aso easily excludable, especidly when tolls or fares are
employed. Pricing of transportation results in the exclusion of potential consumers.
Concluding that public trangportation is a publicly provided private good is extremely
important in that it iswith thisin mind that one consders the goas for and objectives of public
trangportation. Goal's and objectives not only determine the form, and amount of financia
support for public trangportation, but ultimately determine whether public investment in mass
trangportation is desired and warranted. If public transportation is consdered to be a publicly
provided private good, then the cost of providing the service must be prominently featured in
any condderation of goals or objectives. If, on the other hand, public transportation is
consdered to be a public good, then supply and equity issues must figure most prominently in

decisions concerning goas and objectives.

b. Ever-Changing Goals and Objectives for Public Transportation in the US.

The question addressed in this section iswhat society hopes to accomplish by investing
in public trangportation. 1n order to achieve results, what isfirst necessary isaclear set of gods
and objectives. Unfortunately for the American public, clarity of goas and objectives has not
been the rule when it comes to public trangportation. An extremely convincing argument
explaining the lack of darity of vison in trangportation policy in the US has been put forth by
Altschuler (1979, p. 13-14).

"It is highly mideading to think of societies and governments as having gods.
And it is particularly mideading to think of the American socid and politica
systems, with their extreme plurdism, as having gods. It isfar more useful
to think of them as having an enormous number of values and a congtantly
shifting set of priorities among them.”
Asaresult, it isimportant to view past and current goas for and objectives of public
trangportation in the US as being etablished within a highly palitically charged and ever-
changing public arena.
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Godsfor and objectives of public trangportation in the US have been characterized as
being established in three digtinct eras (Cherwony and Ferreri 1981). The socid and political
attitudes existing in each era have determined the roles that subsidies, fares and level of service
(three of the most important factors) have played in trangportation decisions.

Thefirst era of masstrangportation in the US lasted until 1965. During thet time
transportation was essentially sdf-supporting (Fielding 1983). The private market determined
the god's and objectives for trangt which were based in market economics; either a system
redized a profit, or service was discontinued. By the late 1950s private transportation
providers could no longer compete with the private automobile which had been receiving
financia assistance since the early 1900sin the form of highway expenditures (Wachs 1989).
Asridership levels during the first era plummeted, fares increased, and service levelsand
farebox revenues decreased (Fielding 1983). This cycle continued until the mid-1960swhen
government assumed control of many private transportation companies. 1n 1961 (Housing Act)
federa assistance was made available in the form of loans and grants and in 1964 (UMTA Act)
capita grants were made available.

The second era of trangportation in the US lasted for gpproximately fifteen years, from
mid 1960s to the early 1980s. This erawitnessed a shift in the goals for and objectives of what
had become an dmost exclusively public trangportation system. Transportation was thought of
asaway to address many of society's socid ills, including: problems with the supply of ail
(energy), air pollution, traffic congestion, urban sprawl, and mobility requirements of the ederly
and disabled. Trangt's perceived ability to address such awide variety of urban problems,
coupled with its rdatively minor price tag, gained broad political support for transportation.
Increased politica interest resulted in federa operating assistance (UMTA Act 1974) and an
increase in federd spending for trangportation during the mid-1970s from $540 million to $5.2
billion (Pucher 1980). An important consideration is that the redistribution of transportation
funding, from the federd leve to date and loca trangit agencies, was based on paliticaly

determined criteria, in stark contrast to the economic, profit-based criteriain effect prior to the
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government takeover in the 1960s. Trangt was viewed as a politica tool, used by politiciansto
insure support from votersin areas targeted for service expansion (DeAless 1973; Meyer and
Gomez-1banez 1981; Ortner and Wachs 1979). Success for trangt was being measured in
terms of fare stabilization and compliance with federal government labor laws, vehicle
procurement and service to elderly and disabled populations (Fielding 1983).

Thethird era of trangportation in the US began when Ronad Reagan took officein
1981. Once again, the gods and objectives of trangt were primarily based on political ideology
asthe new administration set its Sghts on federd cost cuttting, including atota phasing out of
federa operating subsidiesfor trangt. A second primary god of the new adminigtration was to
return control and responsbility for government projects such as transportation to loca
government. Thiswas to be accomplished by offering federd assstance in the form of block
grants which state and local governments would then distribute according to their own criteria.

Today there are ill no overarching nationd goals or objectives for the public provision
of transportation inthe US. In the firgt era, the search for profit by private companies, coupled
with nearly tota government neglect, nearly ran mass trangt into the ground. During the second
era, public trangt was consdered a hear panacea for solving many of society's problems. With
federd funding came federa regulation and control and atenfold increase in the federa budget
for mass trangportation. In the third era, politica backlash againgt monumenta budget increases
and federal control of loca policy-making threstened once again to cripple mass trangportation.

The problem identified by Altschuler (1979) continues today as each politica erabrings
with it a shifting set of priorities and gods for trangt. Today the lack of gods for and objectives
of public trangportation is compounded as the god's and objectives set forth in eras past vie for
superiority over the others creeting an increasingly difficult and confusing atmosphere in which to
operate public trangportation systems. Possibly we have entered into yet afourth era of
transportation in the US where the godls of the first era— (cost efficiency), must be incorporated
with the god's of the second era— (public service), within the framework of the third era— (loca

control and respongibility).
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If the US has entered into a fourth era of trangportation and loca governments are to be
held responsible for the performance of rall trangt systems, then it is extremely important to
determine exactly what goasrall trangt must meet and, possibly more important, who has
established the goals to be met and why. Presented in the following section of this paper are the
magor arguments and counterpoints both in support of and opposition to mass trangportation on
the whole and, more specificaly, publicly provided mass trangportation. This section further
assigsin providing an outline of palitica viewpoints that shape the discussion of rail trangt

performance.

2. Argumentsin Support of Mass Trangt Subsidies

Support for public assistance in mass trangportation has been expressed through two
major avenues, economic and socid, with each containing amyriad of permutetions. Claims
associated with each type of argument and evidence from research are presented in the

following sections.

Economic

The most fundamenta economic arguments in support of mass trangt are those
concerning scale economies. Economies of scale arise whenever the cost of production less
than doubles when output is doubled (Pindyck and Rubinfeld 1992). For mass trangt this
means that the cost per extra unit of output (e.g. cost per passenger mile) declines as service
volumeincreases. Expanding a system to take advantage of scale economies, while efficiently
pricing services a margina cog, results in deficit spending, thus subsidies are necessary for
public trangt to take advantage of returnsto scale (Meyer, Kain and Wohl 1965).

A second important economic argument in support of public mass trangt employs the

concept of utility maximization. Utility isthe leve of satisfaction that a person or group gets
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from consuming a good or undertaking an activity (Pindyck and Rubinfeld 1992), and utility
maximization is the highest satisfaction a person or group can get. In trangportation the most
commonly referred to areafor utility maximization isin the use of exiging infrastructure.
Supporters often associate mass trangportation with enabling the mogt efficient use of spacein
an urban area. That is, there are fewer resulting negative externdities in an urban areawhen
growth is compact and transportation needs are met by mass transportation. In thisway urban
sprawl, which is often viewed as a negetive externdity and as leading to the inefficient use of

exiging infrastructure and services, can be avoided.

Economic - Counter Point

Economies of scae depend on declining margina cogt; that is, as scae increases cost
per additiona unit of output must decrease. Actualy, nearly the exact opposite has been
viewed with respect to the relationship between system size and the margina costs of providing
public transportation. For example, Lave (1991), in astudy of the productivity of 62 trangit
firms from 1950- 1985, found that the average cost per bus hour increased with firm size. This
means that larger firms actualy incur greater costs as aresult of their being large, whichalso
indicates that diseconomies of scale are present. Severa hypotheses have been proposed to
help explain this phenomenon (Cervero 1983; Lave 1991). Hypotheses are primarily centered
on the idea that large systems dso have large workers unions. Inaddition, large citiestend to
be older and more dense, thus mass transit's mode share is greater and atransit worker strike
has a greater impact. Asaresult of the vulnerability of large trangt systemsto worker strikes,
labor negotiations in large cities tend to favor the unions more than in smaler cities. This causes
the costs associated with providing public trangportation in large cities to increase at a greater

rate than operations costs in smaller cities.

Socia
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Over the years socid judtifications for public trangportation have taken many forms.
Above dl, public trangt has been put forth as away of addressng many of society'sills. The
argument isthat if society can "interndize’ trangt's externd benefits, or the effects of production
and consumption activities not directly reflected in the market (Pindyck and Rubinfeld 1992),
then an investment in public trangportation results in much more than improved transportation.
Public trangt has not only been seen as part of the solution to increasing the mobility of the
disabled, the poor, the young, and the aged (Saltzman 1979), but also as away for society to
clean-up the environment primarily by reducing air pollution (Cervero 1989). Along theselines,
one main way to reduce air pollution is to reduce the total number of vehicle milestraveled
(VMT) by auto. One concept that has been presented to accomplish the goa of reduced VMT
isto locate jobs and housing within the same community, thereby increasing the ratio of jobsto
housing or, what is commonly known as, the jobs-housing baance (Levine 1996; Giuliano
1991, Cervero 1989). Findly, public trangit is often presented as a means of influencing land
use by concentrating development near highway interchanges and corridors and neer rail lines
and gations. It is hypothesized that by concentrating on increasing the density of urban land use
the nationwide trend of urban decay can be reversed and investment encouraged in inner-city
areas (Calthorpe 1993).

Socid - Counter Point

Few would argue with trangit's ability to increase mobility for the disabled, poor, young,
and dderly, but on the other three points research has shown public trangportation as having
little impact.

With respect to air quaity improvements and energy savings associated with public
trangt systems, trangit's mode share is too small to have much of an impact. In 1990, the
nationa average of trangt's mode share for journey to work was 5.1% (Federal Highway
Adminigtration 1992) and was closer to 3% for dl trips. Research on the air quaity impacts of

public trangportation has concluded that technologica solutions for auto emissons have a
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greater impact on air qudity than measures amed a reducing vehicle miles traveled to increase
trangt's mode split (Bae 1993).

With respect to the impact of transportation on land use, the genera conclusion of
research is that trangportation improvements in established urban areas have little impact on
local land use (Boarnet and Compin 1999; Giuliano and Smal 1993; Giuliano 1989; Knight and
Trygg 1977). Trangportation may serve as avehicle for public investment in areas served by
trangt, but it isthe promise of reductionsin development-related costs that entice developers,

not the existence of trangt.

Other Arguments
Countervailing Subsidy

Supporters of public trangt often cite uneven didtribution of government subsdiesasa
judtification for public trangt's inability to compete with the private auitomobile. The gist of the
argument is that the government heavily subsidizes automobile through the congtruction and
mai ntenance of roadways and the maintenance of low fuel prices. Auto users are not required
to pay the full cost related to driving such asincreased air pollution and roadway congestion.
The argument continues that if public trangt were subsidized at the same level as automobiles,
public transt would become more attractive to potentid riders and be able to compete with the
auto for passengers (Pucher 1990; Vickrey 1973).

Countervailing Subsidy - Counter Point

Few would argue that automobile users pay the full costs associated with operating a
vehicle. The cods of operating an automobile are much greeter than what drivers actudly pay,
primarily due to government investment in roadways and socid cogts of driving which
automobile users do not directly pay (Meyer, Kain, and Wohl 1965; Bly, Webster, and Pounds
1980). The problem with the countervailing subsidy argument is that raising the subsidies

offered to public trandt is not the most direct way to address theissue. Many argue that the



way to rectify the Stuation is to increase the cost of auto usage (Vickrey 1980; Downs 1992).
Rather than having society pay for inefficiencies in both forms of transportation, the costs of
those inefficiencies would be borne by the individud users. From a purely economic standpoint
user fees are preferable. From asocid welfare standpoint the preferable option isto apply
scarce public resources toward solving other societal problems instead of compounding

inefficiencies in trangportation (Meyer, Kain, and Wohl 1965, pg. 349).

Infant Industry

The main impetus for the 1964 UMTA capita subsidy program for mass trangt was
that after years of neglect, mass trangt in the USwasin need of afinancid "inoculation” to hep
it gain strength to counteract decreasing ridership and service levels (Lave 1994). Under the
program, aone-time injection of public funds would be used by mass trangt to help it become
more competitive with other forms of transportation, primarily the automobile. Extended service

levels and new vehicles would alow mass trangit to become more attractive to potentia riders.

Infant Industry - Counterpoint

The best evidence againg this argument is the history of government funding of mass
trangt in the US. The "one-shot injection” soon became an intravenous lifeline as operating
subsidies were made available to public trangt in 1975 and have continued to increase to the
present day. All the while trangit's mode share has declined or remained rdatively congtant
(Altschuler, Womack, and Pucher 1979).

Option (Alterndtive) Vaue

Supporters of public trangit argue that public transportation is necessary in that it can
serve as a trangportation option in cases of personal necessity or natural disaster (Y oshpe
1961). Anexample of persond necessity might be atemporary, unforeseen need such asa

medica condition that prevents a person from driving as they normally would. The 1994
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Northridge earthquake is a prime example of aregiond emergency caused by anatura disaster.
The earthquake damaged four mgjor freewaysin the Los Angeles area and thousands of
commuters were cut off from their jobs. Although the most serious delays were taken care of
within a month after the quake (Caltrans 1994) public trangt, especidly the Metrolink which
carries passengers from outlying cities to downtown Los Angeles, was available to carry alarge

portion of the city's workers who had no other way to reach downtown Los Angeles.

Option (Alternative) Vaue - Counterpoint

Natura disasters occur every year in the United States. Whether it is earthquakesin the
West, blizzardsin the Midwest or Northeadt, or hurricanesin the Southeast, hundreds of
millions of dollars are lost when cities and their transportation systems are damaged. During
such times, the availability of mass transportation plays an important role in the rapid recovery of
affected regions, especidly when it comesto getting workers back to their jobs. Fortunatdly,
temporary conditions such as natura disasters, dthough serious, are usudly short-lived (Giuliano
1996) and are not a judtification for long-term public investment in expensve trangportation

systems.

Income Redistribution

Onefind argument in support of public trangportation subsdiesisin their redigtributive
qualities. The concept is based on the argument that Ssmple, or flat fare Sructures, are
inequitable as inner-city riders, mostly poor, pay more per mile of service than suburban riders,
mostly middie-class. Thusincreasesin average fares would hurt those riders most who could

afford it least (Government Accounting Office 1981).

Income Reditribution - Counter
The main disagreement with the argument that trandt subsidies are aform of income

redistribution is that transportation subsidies must be spent on trangportation. Thisimplies that
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the trandfer isfor a purpose which society finds compelling, but is unknown to the transit user
(Kolsen and Docwra 1977, p. 11-12). Again, if such subgdies are to serve as equity
ingruments, gpplying them directly to the inequadity rather than a secondary target would result

in amore beneficid impact on income redigribution.

3. Arguments in Opposition to Trangportation Subsidies
One of the most important arguments againgt subsidies in terms of the current research
isthat subsdies remove incentives for trandt planners and managersto act in an efficient
manner. Past research has shown thet if alarge amount of capitd funding is available
transportation planners often have an incentive to overestimate ridership and underestimate
costs of potential systems (Kain 1990; Pickrell 1992). Research has dso shown that a steady
stream of operating funding often results in decreasing system productivity and increased costs
(Anderson 1983; Lave 1991; Pucher, Markstadt, and Hirshman 1983).
In addition to the counters to argumentsin support of trangt subsidies that were
covered in the previous section arguments in oppogtion to trangt subsidies include:
* Subgdiesinhibit free-market competition and elther force private firms out of
the market or prohibit their entry into the trandt market. Market inefficiencies
result in which trangt costs are higher than they would be in a free market.
* Subgdies create a dependency on outside funding sources that are subject to
withdrawa. A mgor shift in funding policies can cause chaos a the locdl level.
* Subgdies undermine revenue income (farebox return rate) asthey are applied
toward fare reduction even as operating cogts continue to escaate.
* Subsidies result in excessive service expanson (generdly in terms of route
miles) into low-density suburban areas. Thisresultsin syssemsthat operate far
below capacity and increases in operating costs per passenger
(Pucher 1995; Wachs 1989).



4. Discussng the Arguments

Of the arguments presented in support of public trangt subsidies, those based in
economics are the easiest to counter, while socid arguments are the most difficult to counter.
The reason for thisis that the economic impacts of transit subsidies on trangt system operations
are more eadly quantifiable and measured. Socia impacts are far more difficult to quantify and
even more difficult is the task of measuring direct impacts on society given the vast number of

potentialy sgnificant variables that are outsde the influence of trangportation.

B. TheHistorical Role of Government Participation in Rail Transt Finance

The economic and socia arguments presented in the previous section assgt in framing
the question of public involvement in the operation of rail trandgt sysemsinthe US. These
arguments, both pro and con, have not only helped to inform the public about rail trangt, they
have a so helped shape public policy. Presented in this section isthe history of federd
government involvement in the public provison of rall trangportation inthe US. From its earliest
beginnings federa financid policy, which has been and continues to be shaped by economic and
socid arguments, has been the driving force behind the congtruction and expansion of rail trangit

systems.

1. Beforethe 1960s

The federa government's role in the provision of rail trangt has changed dramatically
over the past 100 years. It wasthe federd government, which in the late 1800s spurred the
congtruction of railroad lines across the Western portion of the US. The transcontinental
railroads were heavily supported by the federal government and were used as away to hasten
the settlement of the Western United States. In this way, through widespread settlement, the
federad government insured that the lands in the West would remain part of the United States, in

effect protecting previoudy established borders. Once the system of rail lineswerein place and



the settlement of the West was well underway, the federa government in effect stepped out of
the picture. They did not assst, and were not involved in the congtruction, financing or
regulation of loca interurban rall linesthet criss-crossed many citesin the USin the 1920s. In
fact, two of the only steps that the federal government took in relation to rail transit between the
late 1800s and the early 1960s actudly asssted in the demise of rail trangt in many regions
throughout the US.

The Holding Company Act of 1935 and The Federd Transportation Act of 1958

Firg, the Holding Company Act of 1935 was passed as an attempt to break-up the
monopolies of power companiesin the US. This Act forced power companies to begn to
divest themselves of ther trangt subsdiaries (Smerk 1991, p. 43). Without the financia
support of such large companies, the interurban railways continued to weaken. Second, the
Federd Transportation Act of 1958 was an attempt at strengthening exidting rail trangit
companies by escalating the process of discontinuing unprofitable routes. Prior to the Act of
1958, arail company either had to go through a process that could take many yearsto
discontinue service on aparticular route or abandon an entire line if they wished act quickly.
"The 1958 Act was the first mgjor step in moving railroads away from passenger service'
(Smerk 1991, p. 60). ThisFedera Act, combined with the financia weakness of urban rail
trangt findly resulted in the abandonment of nearly al of the commuter rail linesin the US.

2. A Changing Federd Role - The 1960s

The presidentia eection of 1960 was the first step toward government involvement in
urban rall trangt inthe US. "Firgt, under Presidents Kennedy and Johnson, there was an
increased attention to urban problems’ (Salzman 1992, p. 40). As| have mentioned before, the
leadership of the US before the 1960’ s concentrated on what they were most familiar with rura
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policies. The Kennedy administration began considering the problems of urban areas, of which
trangportation was an integra factor.

The Federd Housing Act of 1961

The Federa Housing Act of 1961, signed on June 28, 1961, addressed the problem of
urban mobility by including three provisons specificaly aimed a financing urban rail trangt.
Firg, the Act authorized $25 million for rail transit demongtration projects. Second, asa
provison for planning grants, the Act required that mass trangt planning be included as an
integra part of comprehensive urban planning. Findly, the Act authorized $50 million in loans
for capitd improvement for rall trangt from the Housing and Home Finance Agency.

Of the three provisions, the one with the grestest effect on establishing anationd rail
trangt program wasthe first (Smerk 1991, p. 81). Through a smdl number of demonstration
projects (e.g., Philadelphia, PA) it was shown that if improved, rail trangt could attract riders.
One mgjor precedent that was established by the Act was that no funds were to be given
directly to private companies (which owned 95% of theral trangt lines before 1964) but would
be channdled through state or loca governments or other government agencies. Thusrall trangit
gained afoothold in federa governmentd palicy.

The Federd Highway Act of 1962 and the Urban Mass Transportation Act of 1964

The Federal Highway Act of 1962, which became effective on July 1, 1965, "wasthe
fird piece of federa legidation to mandate urban transportation planning as a condition for
receiving federa fundsin urbanized areas’ (Weiner 1992, p. 46). Under the Act, transportation
funding would not be appropriated to urban areas of 50,000 or more, unless proposed
expenditures were based on comprehensive and continuing planning efforts. The Act dso

required the consideration of aternatives to highway expansion, of which rail trangt was

principa.



The Urban Mass Transportation Act of 1964, signed on July 9, 1964 by President
Lyndon Johnson, continued both the demondtration and low-interest rate loan programs begun
under the Housing Act of 1961 and strengthened the requirement of an in-depth planning
process contained in the Federal Highway Act of 1962.

The 1964 Act provided for federd grants of two-thirds of net project costs (gross costs
minus operating revenues) associated with congtruction, reconstruction or acquisition of mass
transportation facilities and equipment. Additionally, the Act required that in areas where a
comprehensive planning process was incomplete, only 50% of total funding would be released
(Urban Mass Transportation Adminisiration 1964).

Thus both Acts not only strengthened rail trangit's position in federa trangportation
policymaking, but insured long-term, continuing ad for rail trangt in the US.

The UMTA and the Newly Created DOT 1966 - 1970

On April 1, 1967 the Department of Trangportation became a cabinet-level agency, but
the Urban Mass Transportation Administration (UMTA) was sill under the Department of
Housing and Urban Development, which in effect prohibited it from gaining accessto thered
cash cow, the Nationd Highway Trust Fund. Fortunately for trangit, in early 1968, and without
fanfare, President Johnson proposed switching the UMTA from HUD to DOT and by late
1968 the process was completed.

From 1968 until 1970 the federd trandt program dowed to a crawl as officials moved
from one department to another. The chaotic organization of the departments and their officids
was as0 in response to an uncertain future and an impending change of presdentia
adminigtrations (Smerk 1991, p. 106).

3. The Growth Yearsof Mass Trangt - The 1970s
The early 1970s witnessed an occurrence that made the trangportation industry hold its
collective breath, a republican was eected president for the first time in nearly 10 years, but
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Richard Nixon was not what trangt supporters had expected. During the first three fiscd years
of the Nixon Administration, mass transportation was to receive nearly seven times more

funding per year than it had received per year in the mid to late 1960s.

The Urban Mass Transportation Assistance Act of 1970 and the Highway Act of 1973

"Even though the Nixon and Ford adminigtrations de-emphasized the urban programs of
the previous adminigtrations, they gtill embraced transit problems in an attempt to accommodate
al perspectives on the urban problem” (Saltzman 1992, p. 40). The passage of the Urban
Mass Trangportation Assistance Act of 1970 on October 15, 1970, demonstrated Nixon's
dedication to mass trangit as the Act alocated $3.1 billion in capita grantsto urban mass
transportation over the next three fiscal years, until July 1, 1974.

During the years of 1971 and 1972, the mass transportation industry launched an
intense lobbying effort in order to reach two gods. Firg, they wanted federal aid for operating
expenses. This god was vehemently opposed by President Nixon primarily because one of the
main beneficiaries of such funding would be the organized labor groups of the transit industry
who were not Nixon supporters (Smerk 1991, p. 117). Thus provisions for operating expenses
were not included in the Highway Act of 1973.

Second, the transportation industry and its supporters wanted to gain access to the
Highway Trust Fund, which it did on August 13, 1973, when the Highway Act was signed into
law. The Act not only provided an increase of $3 billion in contract authority for mass
transportation purposes for fiscal years 1974-1976, it authorized an additional $985,500,000
from the Department of Transportation (i.e. the Highway Trust Fund) to be used for mass
trangportation. Thusthe trangt industry gained access to a continua and seemingly limitless

source of funding.



The National Mass Trangportation Assistance Act of 1974

The Act of 1974, which was signed into law by President Gerald Ford on November
26, 1974, had a profound effect on the provision of mass transportation in several mgjor aress.
The Act amended the Urban Mass Trangportation Act of 1964 in three mgjor aress. Fird, the
1974 Act provide a substantid increasein funding - atotd of $11.8 billion over six years.
Second, the Act required the participation of state and loca government in the distribution of
federd trangt funding. Third, and most important, the Act alowed federd funding to be spent
for trangt system operating costs for cities with a population over 50,000 (NMTA 1974).

The provisons of the 1974 Act are much more complicated than is presented here.
Sufficeit to say the Act was extremely beneficia for mass trangit, especidly with respect to
providing local systems federd funds for certain operating purposes.

The Surface Transportation Assstance Act of 1978

The years of the Carter adminigtration were difficult for the trangt industry. The mgjor
culprit was the uncertainty of the Carter administration with the finer points associated with the
operation of government programs. The Carter administration was not prepared to adequately
address the mgjor changes taking place in urbanized growth and mass transportation across the
country and thus was unable to build upon the long-term vison of the Nixon adminigtration
(Smerk 1991, p. 163). Although the process of creeting trangt legidation and then getting it
passed by Congress was long and often times confusing, the Surface Transportation Act of
1978 ultimately contained more funding for mass trangportation than had previoudy been
authorized. The trangit portion of the joint highway transit bill totaed $15.16 billion divided
over thefiscal years 1979-1983. The Act made severa basic changesin the mass
trangportation program including the provision of funding for rail trangt operations, operating aid
for mass trangportation systems in nort urbanized areas and a requirement that a public hearing

be held prior to implementation of genera fare increases or mgjor service changes by atrangit
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operating agency. The Act dso required consderation of environmenta and economic impacts

of any sarvice changes.

4. A Holding Pettern for Trangit - The Decade of the 1980s

In the 1970s the process of transferring control of the mass trangit industry from private
to public sector was dl but completed. With nearly dl of its mgjor goals met in the 1970s, the
trangit industry was able concentrate on just one mgor god in the 80s: increased funding. That
would be much easier said than done for in 1981 the new presidentid administration of Ronad
Reagan took control of Washington with tax and federd spending cuts onits agenda. Oncethe
Reagan adminigtration's agenda was identified, the best the transit industry could hope for was a
holding pattern in terms of federa funding and programs (Smerk 1991, p. 215) and in terms of
funding, that iswhat it received. With the passage of the Surface Trangportation Assstance Act
of 1982 initid funding from the Mass Trangportation Account of the Highway Trust Fund was
increased and funding from the Generad Fund was decreased.

The Reagan Adminigtration sought to ...strengthen Federalism by relying on state and
local processes for intergovernmental coordination and review of federad financid assstance and
direct federa development” (Weiner 1992, p. 63). Using the 1982 Act, the Reagan
Adminidration changed the manner in which transportation projects in the US were funded in
three important ways. The first change was a$.05 cent raise in the nationa gasoline tax ($.01
to the Mass Trandt Account) to guarantee a source of federa funding from the newly created
Mass Transit Account of the Highway Trust Fund (a guaranteed source which the transit
industry had been coveting for years)l. The second change was a shift in the federa funding
gpportionment formula from 2/3 discretionary and 1/3 non-discretionary to 1/3 discretionary

and 2/3. This gave control over how transportation funds were spent to state and locd officias.

1t isimportant to note that this change in effect linked the fortunes of masstransit and highways, thereby
creating an extremely strong political coalition.



Finaly, afunding cap based on a percentage of the fiscal 1982 gppropriations to operating
assistance provided to urban aress.
The Federa Mass Transportation Act of 1987

Although many voters saw Ronad Reagan’s presidential re-election as a mandate for
the Reagan adminidtration, it was not a mandate to make sweeping changes in the nation's mass
transportation program. Over the years transit had gained in stature, counting among its
supporters, Congress, many urban governments and amgority of the public. Thus changesin
the mass trangportation program in 1987 "redlly amounted to fine-tuning, not aradica departure
from previous practices’ (Smerk 1991, p. 258). The Act did authorize atrangt program for
five years, much longer than past acts and as a result of large-scale lobbying efforts; the Act dso
authorized an increase in federa ad for fiscal year 1988 of 2.8 percent over that for fisca year
1987.

Although the 1987 Act offered relaively few mgor changes over prior years, certain
important trends were continued, including: the gpplication of more stringent guiddines and
criterion associated with new trangt projects, an increase in comprehensive planning, including
long-range financid planning, initiation of a"Buy American” policy which required thet at least
60% of new rolling stock purchased for transt systemsin the US be manufactured or
assembled in the US, findly, increased funding for start-up projects in cities such as Los
Angdes, Fort Lauderdale-Miami, Philadelphia, the Virgin Idands, and Santa Clara County.

Although not an extreme departure from past requirements, rules governing the
digtribution of federa funding for new rail trangt starts were solidified and adjusted. Instead of
basing digibility for federd funding soldy on an established formula (roughly haf according to
population and population density, and haf according to service and ridership levels) (Pucher
1988, p. 384), the new process required dternative analyses and preiminary engineering studies
in order to assst decisionmakers in gauging the codt- effectiveness of proposed rail systems or
extensons. In addition, the amount of loca funding available for the new project was dso taken

into condderation. The result of changes in the determination of digibility was that urban areas
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that wanted new rail trangt or to expand existing systems were required to outline exactly where
the funding for such projects would come; including federd, state and local government sources
and predictions for farebox recovery rates. In essence, trangt authorities were required to

show the existence of loca support and take more financia respongbility for new rail projects.

5. Trangt Stabilizes and Grows - The Early 1990s

In the early 1990s mass trangit in the US gained greater access to federal funding and
increased flexibility of expenditure decisons. Under the Omnibus Budget Reconciliation Acts of
1990 and 1993 the portion of the Highway Trust Fund tax on motor fuels deposited into the
Mass Transit Account was raised to $0.015 in 1991 and raised again to $0.02in 1993. In
addition, in 1991, the Surface Transportation Assistance Act was reauthorized asthe
Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA), the trangt law was
renamed the Federd Trangit Act and the UMTA was renamed the Federd Trangit
Adminigration (FTA). Aside from the name changes, several main goas were to be addressed
by ISTEA. Thefirg goa wasto increase federd funding for trangportation-related projects.
The second was to promote amore regiona approach toward transportation projects. The
third was to strengthen the emphasis on the environmenta aspects of trangportation decisions.

With regardsto the first god, ISTEA represented a plan for nearly a 50% increase in
yearly funding over the late 1980s: $5 billion/year vs. 3.3 billion/year (Pucher 1995, p. 217).
The second goal of amore regional gpproach toward transportation was to be accomplished by
providing state and local governments and loca trangportation authorities a greater amount of
flexibility in how they chose to use federd funding. Specificaly ISTEA dlowed States the option
to use atota of $28 billion, or 50% of their federa highway funds and 40% of their federa
bridge funds for projects to improve public trangport, carpooling, and bicycle or pedestrian
fadlities

Thethird god of increased emphasis on the environment was included primarily to assst

gate and loca governments to meet the requirements of the Clean Air Act; restore and preserve
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wetlands; and finance transportation enhancements (US DOT 1992). In order to reach the
third god, the Congestion and Air Quality Improvement Program of ISTEA authorized $6
billion over 6 yearsfor usein projects that can be shown to improve air quaity and reduce

roadway congestion.

6. Summary of Federd Involvement in Trangportation Finance

What has been documented in this section is an increasing federd rolein the provison
of rall trangt service in the US, including increased funding and control. Federal monies were
first made available for capital expenses, then operating expenses. Asthe federd role
increased, so too did the amount of regulation connected to federa funding. Findly, in the
1980s and 1990s, state and local officids gained control over the ditribution of funding, but the
federd government maintained a certain level of control by associating federa transportation
funding with other federd policies such asthe Federa Clean Air Act of 1990. Theresult has
been amassive increase in both the amount of available funding and requirements associated
with short and long-term planning of rail projects.

The days of asingle entity having control over the design, funding and operation of arall
system arelong gone. Many different entities are now involved including federd, State, regiond
and loca governments and private sector developers. Each group hasits own set of criteria by
which it gaugesrail trangt system performance. The integration of funding and policy
requirements & al levels of government has resulted in an immense industry with anearly ad-
hoc establishment of goad's and methods to reach gods. Thusit is necessary for research to
begin to address the question of the impact of a set of important factors on rail transit
performance in order for rail trangt operators to both set and meet long-term gods and increase
rall trangt's operating performance in urban areas throughout the US. That iswhat this study
grivesfor: abit of darification in an otherwise hazy and confusing mesh of interconnected vaues

and intersecting priorities that are associated with the operation of rail trangit in the US.



C. Sources of Capital and Operating Funding for Mass Transt (1991-1995)

Where does the funding for trangt system capita and operating expenses come from?
Thisisthefirst piece of datathat is necessary to begin to understand the impact that funding
source and type have on the performance of trandt systemsin generd, and, more specificaly,
rall trangt systemsin the US. Thisinformation is necessary because different levels of
government have different goas with respect to public invesment in transportation. If the US
has entered into a fourth era of trangportation that requires the incorporation of the goals of the
fird era— (cost efficiency), the gods of the second era— (public services), and the framework
of the third era— (loca control and responsihility), then not only isthe level of government from
where funding comes important, but also whether the funding is dedicated? or not. In order to
answer these questions data from the Federd Transt Adminigtration's (FTA) "Data Tables'
report for the 1991 - 1995 Nationa Trangit Database Report Y ears were andyzed.3

1. Recent Trendsin Total Available? Capitd and Operating Funding (1991-1995)
a Auvallable Capitd Funding

Capitd funding for mass trandit reached its highest leve in higtory in 1995, the latest
year for which dataiis readily accessible, as over $7 billion was made available from federd,
state and local sources(See Table 1). From 1991-1995 the totd amount of capital funding for
trangit from government sources increased approximately 35%: 12.5% from 1991-1993, a
2.4% decrease in 1994, and findly, a 25.1% increase from 1994-1995.

Tablel
Sour ces of Capital Funding 1991 - 1995 (Millions)

Source 1991 1992 1993 1994 1995
Federal $2,545.0 (49.9%) $2,598.7 (49.2%) $2,383.5 (41.6%) $2,518.1 (45.0%) $ 3,313.7 (47.3%)

2 Dedicated funding refers to funding that is collected and dispersed for a specific purpose.
3 1995 was the most recent year for which comprehensive data on this subject was readily available.
4 The term "available" refersto funding from all sources that could have been spent during the time period.



State 638.1 (12.5%)  777.7(14.7%) 1,316.7 (23.0%) 1,005.5 (18.0%)  989.2 (14.1%)
Local 1.914.2 (37.6%) 1.906.2 (36.1%) 2.003.4(34.9%) 2.074.8 (37.1%) _2.705.5 (38.6%)
Total  $5,097.3 (100%) $5,282.6 (100%) $5,733.6 (100%) $5,598.4 (100%) $ 7,008.4 (100%)

Source: National Transit Summaries and Trends 1995, Exhibit 2-1, pg. 21.

Federd capitd assistance has continudly represented the greatest source of available
funding, with ahigh of 49.9% of total capital funds availableto trangt in 1991, alow of 41.6%
in 1993, and 47.3% in 1995. Trendsin state capital assstance were opposite of federd funds,
increasing from 12.5% of the totdl in 1991 to 23% in 1993, the year federd percentages were
at their lowest, and falling to 14.1% in 1995. Locd sources of capitd funds mirrored the
percentage trends of federal funds, decreasing from 37.6% in 1991 to 35.4% in 1993, then
increasing to 38.6% in 1995. Thus, for capital assstance in the 1990s, federa and loca funding
have followed amilar trends, while state funding has had an opposite response to trendsiin
federd funding.

b. Avalable Operating Funding

Overdl operaing funding for mass trangt reached the highest leve in higtory in 1994
with over $17.3 billion available from al sources (See Table 2). Theleve of operating funding
then dropped less than 1% in 1995, but remained over the $17 billion leve.

Table2
Sour ces of Operating Funding 1991-1995 (Millions)

Source 1991 1992 1993 1994 1995
Government Subsidies
Fed. $ 850.0 (5.3%) $849.1 (5.3%) $913.0 (5.4%) $ 861.5 (5.0%) $ 767.8 (4.5%)
State 3,173.5(19.9%) 3,680.6 (23.1%) 3,475.1 (20.7%) 3,626.7 (20.9%) 3,598.6 (21.0%)
Local 5,391.7 (33.8%) 4.832.6 (30.4%) 5.165.5 (30.8%) 5.815.4 (33.5%) 5,677.7 (33.1%)
Total $9,415.2 (59.1%) $9,362.3 (58.9%) $9,553.6 (57.0%) $10,303.6 (59.4%) $10,044.1 (58.5%)
Directly Generated

Pass. Fares 5,599.4 (35.1%) 5,697.3(35.8%)  6,117.1(36.5%) 6,466.4 (37.3%) 6,478.9 (37.7%)
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Other 929.1 (5.8%) _ 848.2(5.3%)  1.087.2 (6.5%) 574.7_(3.3%) 651.2 (3.8%)
Total $6,528.5 (40.9%) $ 6,545.5 (41.2%)  $7,204.3 (43%)  $7,041.1(40.6%) $7,130.1 (41.5%)

Operating Funding
Total $15,943.7(100%) $ 15,907.8(100%) $16,757.9(100%)  $17,344.7(100%) $17,174.3(100)

Source: National Transit Summaries and Trends 1995, Exhibit 3-5, pg. 35.

State and locd outlays for trangt operations increased 13.4% and 5.3% respectively,
from 1991-1995, while their percentages of total operating funds experienced a less than 1%
change, leveing off in 1995 at 20.9% for state and 33.1% for locd. Totd federd outlays
increased 10.7% over the same period, but the federal share of total operating funding
decreased from 5.3% in 1991 to 4.5% in 1995.

Another main source of operating funding presented in the 1995 National Transit
Summaries and Trends is"other" which represents gpproximatey 43% of the tota operating
funds avallable to trangt systems. "Other” includes funding collected directly by transt agencies
such as revenue from passenger fares and advertisng. Although the "other" category's overdl
share of total operating funds increased |ess than one percent between 1991 and 1995, for
passenger fares, the main component of the category, revenue increased 15.7% from 1991-
1995. The share of total operating funding generated by passenger fares aso rose steadily from
35.1% in 1991 to 37.7% in 1995.

Thus, with respect to operating funding, total outlays continue to increase. Meanwhile
gate and locd sources of funding are becoming increasingly more important as the federa
government's rolein providing direct funding for trandt system operations diminishes. This
declining federd role in ral trangit finance isin accord with the relatively conservetive policies
pursued by republican adminigtrations that held the presidency during the decade of the 1980s
and into the early 1990s and whose policies have been continued by a republican-dominated
Congress to the mid-1990s.



2. Government and Individua Sources of Applied Capita and Operating Funding - 1995°
a Applied Capita Funding

In 1995 the largest governmenta source of capital funds gpplied by dl raill sygemsin
the US was the federa government (47.3%), followed by directly generated (26.3%), Sate
(14.1%), and local (12.3%). Thelargest individua sources of federa trangt capital funds were
the Capita Program (55.8%) and the Urbanized Area Formula Grant (42.7%).

b. Applied Operating Funding
In 1995, directly generated (trangt agency) funds were the largest government source of
operating funds applied (53%), followed by loca (21.6%), Sate (21.0%) and federa (4.5%).

Thelargest individud source of transit operating funds applied was passenger fares (35.4%).

3. Summary

Given that the trends of increased government subsidy of mass transit and increased
financing of trangt operations by state and local government in the US will continue, it has
become increasingly necessary to assess the impact that source of government subsidies has on
the performance of rall trangt sygemsin the US. Only in thisway will thoseinvolved in the
planning and operation of rall trangt systems be able to establish and reach long-term godsthey

have set for system operations.

D. Typesof Mass Transportation Funding: Dedicated and General Revenue
Theinformation in this section will assg in highlighting the importance of two funding

types: dedicated and generd revenue. The information is presented herein order to establish a

basis for the argument presented in Chapter 111 that funding type - dedicated or generd revenue,

5 The term "applied" means spent. In thisinstance capital and operating funding "applied” is used in that
datafor only one year, the mo st recent, was observed. When datafor only one year is observed it is more
accurate to consider "applied" rather than "available" funding as funding that is available in one year may
be applied in subsequent years.
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should be included in any analysis of the factors that affect rail trangt system performance in the

USif agreater understanding isto be gained.

1. Definitions

Dedicated funding refers to funding that is both raised and then, by law, appropriated
for agpecific purpose. Dedicated funding sources for transportation are often supplied by
specificaly earmarked taxes. Taxes may be raised at the Sate, regiond or loca level. State
taxes applied to dedicated funding sources for trangt-related purposes often involve increasesin
sdes, income, and property taxes. Regiona and loca sources of dedicated funding are often
supplied by increases in sdestaxes or bridge and tunnel tolls. Regiona tax increases are often
made possible by the passage of countywide initiatives and often result in sales tax increases
(Pucher 1980). Other common sources of local, dedicated funding for transportation include
payroll taxes, joint development fees, public/private partnerships, specid assessments, and
parking fees (McGillivray and Kirby 1979).

Generd revenue funding refersto funding that is not specificaly raised or gppropriated
for aspecific purpose. Generd revenue funding is most commonly supplied by property taxes
and gate grants (Fisher 1988). Generd revenue funding isflexible in that it may not have been
allocated to a specific purpose prior to its being raised. Outlays from genera revenue funds are
usualy subject to yearly budget negotiations conducted by elected officids and therefore are not

guaranteed sources of trangportation funding.

2. Sources of Dedicated and Generd Revenue Funding - 1995

This section provides a breakdown of the percentage of dl rail trandt capita and
operating funding in the US that has been provided by state and local dedicated and genera
revenue sources. This section provides aframework from which to begin to understand the
rel ationship between dedicated funding, public gods, and their impact on the performance of rall

trangt systemsin the US.



* Applied Capitd Funding
For capital funding in 1995, approximately 66.8% of state funds were from dedicated
sources while 33.2% were from genera revenue sources. For loca funds, approximately

59.9% were from dedicated sources and 40.1% from general revenue sources

* Applied Operating Funding

In 1995 local sources of operating funds were split roughly in haf with 50.8% from
dedicated sources and 49.2% from general revenue sources. For state sources of operating
funds, gpproximately 55.1% were from dedicated sources and 44.9% from genera revenue

SOurces.

a. Dedicated and General Revenue Funding Provided by Taxes

Presented in this section are the percentages of state and local taxes (by type of tax)
dedicated to trangt operating and capitd funds. It isimportant to make a distinction between
types of taxesin that, as will be argued in Chapter 111, the competition for sdlestax receiptsisan

important factor affecting the performance of mass trangt systems throughout the US,

* Applied Capitd Funding

In 1995 local taxes accounted for 37.8% of total dedicated taxes for mass trangt
capita funds, with directly generated (35%) and state (27%). Thelargest portion of loca taxes
was generated by sdes tax (88.6%), while the largest potion of directly generated tax was dso
salestax (98%). For state taxes, the largest contributor was the gastax at (26.4%), next was
"other" (25.1%), property tax (25%), and finally salestax (23.5%).

* Applied Operating Funding
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Of the total funds dedicated for mass trangit operating fundsin 1995, local taxes
accounted for 35.5%, directly generated taxes (34.6%) and state taxes (29.9%). The largest
portion of loca taxes was provided by salestax (80%). For directly generated taxes, "other"
taxes® provided the largest portion (50%). The largest portion of state taxes was aso
generated by "other" taxes’ (36.4%) while sales and gas taxes generated 24% and 23.5%

repectively.

3. Advantages and Disadvantages of Dedicated and Generd Revenue Funding
a Dedicated Funding

Dedicated sources of trangportation funding offer one primary advantage; funding & a
gpecific leve is guaranteed for a specific amount of time. Guaranteed funding makes it possible
for trangt agenciesto develop long-range plans. Thisis especidly important for capita-
intensive projects such asrall trangt that operate dong fixed routes. The argument is put forth
that without dedicated funding, long-range planning is difficult and that subsequently, uncertainty
over the availahility of funding may result in shortsghted planning efforts (Heathington 1979).
Short-term planning for long-term projects such asrail trangt syssems may result in incomplete
or patialy completed sysems thet offer rdaively little in terms of trangt service. Short-term
planning involves short-term goals which are often not conducive to meeting long-term goals set
forth for rail trangt systems that often remain a part of the urban landscape for many decades.

A mgor disadvantage of dedicated funding is that the basic criteriathat are required for
atrangt system to receive funding change very dowly and it is often very difficult to change the
gods for which the funds are designated. If it isthe intent of aregion to build arail transit
system of a specific Szeto redize certain gods, the trangt authority has an incentive to continue

building and spending funds even after an agreed upon "optimum™ sze has been reached. Once

6 For directly generated taxes, "other" taxesinclude all taxes except: income, sales, property and gasoline.
7 For state and local taxes, "other" taxesinclude any special dedicated tax such as motor vehicle excise ta