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Because of the complexity and importance of the U.S.
transportation systeam, governmment at all levels--Federal, State,
and lccal--has assumed a wide range of roles and
responsibilitiec in transportation. At the Federal level, these
responsiirilities incilude: promoting the development of an
efficient and accessible national traisportation system;
promoting fair competition and protecting the public from abuse
of monopoly power; protecting the safety of travelers and cargo;
and balancing envircnmental, social, and cnergy goals with
transportation needs. Findings/Conclusions: Current
transportation issaes inwolve: rail freight transportation, rail
parsenger service, urban sass transit, highway and auto safety,
trucking ipdustry reqgulation, air transportation, inland
vatervays, ocean transportation, and pipelines. Puture
developasents in three areas--energy, environmental quality, and
nev technology-~-are likely to have particular importance for the
U.S. transportaticn systesm. GAO has been involved in: developing
and coordinating balanced national transportation policies and



programs; evaluating efforts at restrancturing and rehabilitating
the railroad freight transpertation system; evaluating progrems
.0 develup a safe motor vehicle~-highway transportation systenm;
evaluating the management of PFederal assistance programs for
highway construction anrd maintenance; and evalusiing the
justifications for transportation regulaticn. Other GAO
activities have incladed audits of Amtrik's nanagement role and
studies of alrcraft szfety and economic requlation. GiO's role
in developing economically riable urban public transit systeas
has been limited. (RRS}
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PREFACE

The Federal Government performs many functions in
the U.S. transpcrtaticn system, including financial and
technical aid, development and operation of transporta-
t'on facilities and support services, economic regulation,
research and development, an’ safety regulation. The
Federal Government spends over $18 billion per year on
transportation programs.

Because of the size and significance of th2se activ-
ities, we devote a substantial part of our audit worr to
Federal transportation agencies and programs. In o:dcer
to coordinate and plan this work, the Comptroller General
has assigned the Community and Economic Development
Division the responsibility for understandiny, assessing,
planning and communicating what we are doing now and
should do in the future regarding transportation issues.

This study is based on our plan for audit work in
transportation. Chapter 1 presents a perspective on
current and future transportation issues. Chapters 2
through 9 discuss major transportation issues on which
our work will focus over the next 2 years. Each chapter
analyzes a major transportation issue and surmarizes our
recent work in the area. Emphasis is placed on congres-
sional interests and potential congressional needs for
GAO assistance. Appendix I presents an overview of
major government agencies, congrecsional committees,
private sector lobby groups and research organizations
involved in transportation.

Information on this study and on our current and
planned work in transportation can be obtained from John
Vialet, Assistant Director and Transportation Program
Coordinator, Community and Economic Development Division,
on (202) 426-1777.

Henry Eschwege
Director
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PERSPLCTIVE ON TRANSPORTATION ISSUES

INTRODUCTION

Transportation affects the daily iives of all
Americans--as passengers, consumers, employees, shippers
and investors. Transportation influences pcpulation dis-
tribution, economic developmen:, the shape of cities, energy
consumption, the balance of trade, business and farm access
to rarkets and materials, and the pace, style and quality
of life. On the international scerc, transportation is the
connecting link which permits the exchange of gonds and
people among the nations of the world.l/

In 1975, the national trar«»ortation bill--the total
cost of all private and civiliuan ;overnment spending for
transportation equipment and services—-amounted to more than
$300 billion, equal to one-fifth of the gross national pro-
duct. About one out of eight persons in the labor force is
employed directly in some aspect of transportation. The
Fede2ral Government alone spends more than $18 billion per
year on transportation related agencies and programs, not
including its own purchases of transportation goods and
services These cost estimates actually understate the real
impact of transportation on our society, since they exclude
the irdirect social and environmental costs of accidental
deaths and injuries, environmental pollution, urban sprawl,
reduced mobility for the elderly and hardicapped, and
dependence on foreign wnergy sources.

Because of the importance and complexity o< the U.S.
vranportation :ystem, government at all levels--Fedzral,
“ta“e and loca’.--has assumed a wide range of respoensibi-
tities and rolus in transportation. At the Federal level,
t2.se responsihiiitis s include:

Promoting the Jdevelopment of an efficient and acces-
sible r:*ionai transportation system.

Promoting f:.ir competition and protecting tke public
fror abure of monopoly power.

- —

1/3um2 of the meterial in this study was published pre-
viot'ly in Chapter Five of the Senate Committee on Gov-
e «intal Affairs' December 1977 report on Regulatory
C.guization ‘Volume V, Study on Federal Requlation),
wiil:h #e helped the Ccmmictee to prepare.



Protecting the safety of :ravelers and cargo.

Balancing environmental, social and energy goals with
transportation needs.

The enormous size of the U.S. transportation system
and the diversity of public and private activities which
compose the system have strongly influenced the scope and
character of our audit work in transportation. There is no
single Federal program or "transportation problem" on which
most of our audit work should focus. Instead, the U.S.
transportation system encompasses a wide range of federal
programs, problems and policy issues--some linKed to a
single transportation mode, others crossing modal lines.

The following perspective on current and future
transportation issues was develop2d to provide the back-
ground and analytical framework for identifying the major
transportation prodrams and problems wnich our audit work
should &3dress. The perspective begins with a description
of current transporiation issues. This is followed by a
discussion of the long-range p:rspective for the U.S.
transportation system--problems and opportunities that are
likely to demand national attention during the 1980's and
beyond. Chapter 1 concludes with the identification of
eight major transportat on issues on which our audit work
will focus over the next two years.

CURRENT TRANSPORTATION ISSUES

Rail freight transportation

bince World War 11, fundamental changes in transporta-
tion needs and in transportation technology have caused
severe economic problems for the railroads. Rail freight
remains a vital component of the total freight transporta-
tion system, resvonsible for carrying more than one-third
of the 2.5 trillion ton miles of freight generated by the
econ-my. However, the railroad industry has experienced
serious and continuing financial difficulties, exemplified
by the bankruptcy of the Penn Central and other Northeast
railroads.

In 1976, the Consolidated Rail Corporation (Conrail)
was establishad by the Congress to operate and modernize
the reorganized Northeast-Midwest rail system. Conrail
has not yet been successful in achieving the self--sustaining
for-profit status intended by the Congress, and doubts are
growing as to Conrail's potential future profitability.
Meantime, there have been additional bankruptcies among
midwestern railroads and others are considered financially



shaky. <Conrail's most recent financial plan, released in
February 1978, estimated that an additional $1.3 billion in
direct Federal subsidies will be needed to rehabilitate the
system plus a possible $1 billion in Federal loan qguarantees.,
In August 1978, the Interstate Commerce Commission warned
that Conrail's estimated costs through 1982 were understated
by at least $1.1 billion.

During the next decade, the rail freight system will
face serious problems of rehabilitation and modernization.
Much of the existing track, equipment and operations is
already antiquated and outmoded. Substantial expansion of
facilities will be needed to carry the anticipated doubling
of rail coal traffic tonnage. To meet these needs without
further requirements for Federal subsidies, the rail freight
industry nrgently needs to achieve greater financial stabil-
ity and profitability.

Rail passenger service

Despite the effortc of Amtrak (the National Railroad
Passenger Corporation) to revitalize the rail passenger
system, there is increasing public and congressional concern
that the present Amtrak route system is too large and costly.
Since the formation of Amtrak in 1970, Federal subsidies for
intercity rail passenger service have totalled over $2 bil-
lion. Current Federal subsidies amount to more than one-ha:f
billion dollars a year, and are increasing. The Department
>f Transportation estimates that 50 percent of the ccst of
each Amtrak ride is subsidized by the Federazl Government.

In May 1978, the Department of Transpo:tation recom-
mended major cutbacks in Amtrak's route syscem in order to
prevent future increases in Federal subsidy requirements.
Previously, congressional efforts to limit the Federal
subsidy had focused primarily on improvements in Amtrak's
management and operating efficiency. Most observers now
believe that limitation of Federal subsidies will also
probably require substantial reduction in Amtrak's present
route structure, particularly the longer distance routes.
Even in the Northeast Corridor, where Amtrak service has
been most successful, there is little question that con-
tinued rail passenger service will depend on continuing
and large Federal subsidies.

Urban mass transit

Another transportation mode with serious economic
problems is urban mass transit. Federal aid to mass
transit in the Nation's older urban areas has largely
succeeded in halting the rapid decline in transit



ridership. However, transit systems continue tn experience
large and growing operating deficits, placing a difficult
burden on already strained municipal finances. New high-
speed rail transit systems are very expensive and apparently
have only a limited ability to attract traffic from private
automobiles.

While public and congressional support continues for
Federal uassistance to mass transit, there is growing senti-
ment that Federal programs can be more cost-effective and
more sensitive to local needs and objectives. There is also
increasing recognition that fuel prices and Government
policies which encourage automobile travel may have to change
before mass transit programs can become more effective.

Highway and auto safety

Despite the recent drop in motor venicle fatalities
caused by the 55 mph speed limit, motor vehicles are still
the most dangerous transportation mode. In 1976, motor
vehicle accidents caused an est mated 45,000 fatalities and
4 million injuries. The causes ot motor vehicle accidents
are complex and include such basic elements as the operating
characteristics of motor vehicles and highways and the
physiological limitations of the human driver. Increasing
the safety of motor vehicle transportation--through improve-
ments in the design and operating characteristics of vehicles
and highways and through more effective driver-oriented
safety programs--is one of the Nation's most serious trans-
portation problems.

Trucking industry requlation

Economic regulation of the commercial trucking industry
by Interstate Commerce Commission is currently a major trans-
portation issue. Critics of the motor carrier regulatory
system charge that regulation causes economic inefficiency
and excessively high freight rates. Defenders of regulation
believe that it protects small shippers and communities and
preserves the stability of the trucking industry. Recent
proposals for changes in motor carrier regulatory practices
have become the focus of substantial controversy and debate
by the public and the Congress.

The Carter administration has not introduced motor
carrier regulatory reform legislation in the 95th Congress.
If introduced, such legislation will probably include pro-
visions to ease entry into the industry, prohibit carrier
association rate agreements, and give individual carriers
more flexibility in establishing their rates. But strong
opposition by trucking industry and shipper groups makes it



likely ~nat any l--,313%ative changes will stop well short of
full-scaie der=eg: ation.

Air transportat)

Aviation 07 'y, ecomomic regulation and the development
needs of the aviution sysvem are current issues in air
transpeortation. Althoush air transportation is one of the
zafest L.S. transportation modes, the interstate character
and complex technology of air travel and the higih potent;al
for catastrophic accidenis make continued direct Federal
involvement in aviaticn safety ecsential. Concern jis
presently focused on who:her tiie Federal Aviation Admin-
istration is sufficiently responsive to new aviation safety
problems and hazards and on shother Federal air safety
pPrograms give adequate weighi to the economic impacts and
cost-effectiveness of new ssfety standards.

Economic re3 .ation of tle commercial air transpert
industry is aiso ¢ current issue. Critics of the present
regulatory system ielieve that the Civil Aeronautics
Board's (CAB's) policies and practices discuurag * com~
petition be%ween airlines and cause economic inefficiency
-and unneceasarily high air fares. Defenders of the
regulatory system assert that Federal regulatiun promotes
needcl financial stability in the aviatieon industry anc
faciiitctes the long-range growth and develcpment of the
aviation system. Legislative propesals for change in the
CiB reyulatory system are currently under consideration
in the Congress (5.2493 and H.R. 1261i). Thesc proposals
would provide for a progressive transition to a deregula-
ted airline industry, easing entry and increasing rate-
making flexibility. Recent (A3 actions have also de facto
deregulated the airlines t> some extent, providing greater
freedom to change fares without prior CAB approval, and a
liberalized attitude toward granting new routes. CAB has
recently announced plans to increase freedom of entry into
the airline industry even further.

Finally, the development needs of the air transporta-
tion system are receiving increasing attention in the Con-
gress. Current concern focuses on the adequacy of major
. airports and the federally-owned and operated national air
traffic control and navigation system to meet current and
future capacity demands. Proposals are also under con-
sideration (H.R. 8729, H.R. 11986) to provide financial
assistance tc airporte and airlines in order to meet Fed-
eral noise standards.



Inland waterways

The irland waterway iadustry has traditionally cperated
on a system of navigable channels constructed and maintained
at public expense by the U.S. Army Corps of Engineers. The
resulting waterway system provides a substantial public
subsidy to the barge transportation industry, which has been
the subject of increasing criticism--particularly by the
competing railroads. Both Houses of Congress have recently
enacted legislation which would establish a waterway user
charge (H.R. 8309) and the bill has been referred to con-
ference. President Carter has threatened to veto this bill
because it lacks a capital recovery provision, but prospects
for eventual enactment of a user charge appear to be gcodl
Environmental impacts and costs of waterway construction
and maintenance alsc are receiving increasing public atten-
tion. Determining the appropriate future role of the inland
waterway system in the U.S. transportation system is likely
to be an issue of increasing importance t¢ the public and
the Congress.

Ocea:.. transportation

Economic problems continue to trouble the American
shipbuilding and shipping industries. Despite improvements
in productivity, U.S. shipyards continue to be uncompetitive
with foreign shipyards and to require Federal subsidies.
Automated ship operating technologies and larger ships have
combined to reduce the need for labor in the shipping in-
dustry. This has improved the competitive position of the
U.S. shipping industry versus foreign flag lines but has had
an adverse effect on the maritime labor force. There is
also concern that Federal operating subsidies for U.S. flag
lires which operate on essential foreign trade routes may be
toc costly for the benefits produced and may tend to dis-
courage some carriers from operating as efficiently as
possible. Finally, the energy crisis has added to the
already difficult problems of developing and maintaining an
efficient, low-cost, environmentally compatible, and
polilically secure ocecan t:cansportation system for importing
petrcleum and natural gas. The defeat of proposed cargo
preference legislation which would have earmarked part of
U.S. petroleum imports for shipping in U.S. flag ships, and
controversies over the control of marine o0il pollution are
two recent issues which nave received considerable atten-
tion.

Pipelines

Although the pipeline industry carries 25 percent of all
intercity freight ton miles--more than the trucking industry--



it has received comparatively little public attention. This
has resulted from the industry's economic cvoductivity apd
low costs, high level of automation and abience of a large
labor force, and little or no Yederal 2id. 1In recent years,
increased public attentior has been giver tc the environ-
mental aspects of pipelines. Concern for the environment
was a major factor in the controversy over the Alaska pipe-
line and is alsc a factor in the current controversy over
coal slurry pipelines in the western United States--which
might have adverse effects on scarce regiornzl water supplies.
The potential effects on water supplies and the possibility
of adverse economic effects on the railrcads were major
factors in the recent House defeat of legislation providing
eminent domain powers for coal slurry pipelines (H.R. 1609;.

LONG-RANGE PERSPECTIVE~-PROBLEMS AND OPPORTUNITIES IN THE
1980's AND BEYOND

Looking ahead to the 1980's and beyond, developmrents
in three areas are likely to have particular importance for
the U.S. transportation system: 1) energy, 2) environmental
quality, and 3) new technology.

Energz

The energy crisis cuts across traditioral modal bounda-
ries, and presents a number of difficult problems for the
U.S. transportation system. The close relationship between
transportation and energy was dramatically illustrated by
the October 1973 Arab embargo on oil shipments to the United
States. During the petroleum shcertage which followed the
0il embargo and the subsequent rapid escalation in gasoline
Frices, millions of American motorists received a painful
lesson on the economic importance of enercy for transporta-
tion. In the continuing energy crisis, the U.S. transporta-
tion system plays three important roles: (1) a vital
economic sector for which adequate energy supplies at
economically efficient pPrices must be assured; (2) a prime
target for national energy conservation efforts; and (3) a
major element in the energy materials distribution system.

As the Arab oil embargo fuel shortage aemonstrated, the
supply of energy is an essential factor of production in
transportation; without energy, the transportation system
cannot functicn. But the price of energy also plays a major
part in transportation industry economics. The substantial
and sudden increase in gaso.inc prices in 1973 seriously
affected consumer demand for new automobiles during the 1974
and 1975 model years and contributed to the economic reces-
sion. 1In the railroad industry, fuel and power costs doubl-
ed in size in 1974--increasing by $592 million and reducing



the industry's total 1974 net income by more than one-third.
Price increases on aviation jet fuel--from 12 cents per
gallon in July 1973 to 38 cents per gallon in January 1978--
similarly affected aviation industry costs,

Because transportation is a major user of enerdy re-
sources, it has become a primary target in national efforts
to conserve energy. The U.S. transportation system is one
of the Nation's largest consumers of energy, accounting for
31 percent of total ne’ energy inputs. The automobile alone
accounts for approximately 40 percent of U.S. petroleum
consumption, and reducing automobile energy consumption is a
major element in Federal energy conservation plans. Public
attention is also focusing on the possibilities for energy
conservation through increased use of energy-efficient
transportation modes such as mass transit, railroads,
and inland waterwevs.

Finally, the U.S. transportation system plays a vitally
important role in distributing energy materials throughcut
the economy. Railroads, pipelines, highways, inland water-
ways and supertankers form a complex transportation network
through which coal, petroleum and natural gas are distributed
to refineries, industries, utilities and consumers. Economic
inefficiencies in the energy transportation network are in-
evitably reflected in the deiivered price of energy materiais,
and thus in the price of energy as a factor of production.

In the long run, the productivity of the U.S. economy will be
strongly influenced by the efficiency with which we plar and
operate the energy transportation network.

Looking ahead to the 1980's and beyond, it is likely
that our present reliance on the family automobile as the
primary mode of urban passenger transportation may continue.
But the auto is already becoming much smaller in size, and is
likely to beccme even smaller, in order to economically
adjust to higher ene-gy prices.

Our national preference for single-passenger long-dist-
ance suburban commuting by private automobile will probably
change radically over the next decade. Greaver reliance on
carpools, a shift toward shorter commuting trips, and increas-
ed commuting by public transit are likely to result. Also
likely is a change in the preferred location of middle-income
residential areas from the outer suburbs to the inner suburbs
and central city. Improved financial viability for public
transit systems may also result as private auto travel be-
comes less economically attractive.



Scme transportation planrers are concerned that the
private automobile may become obsolete because of the un-
availability of petroleum~based fuels, with disastrous
conszquences for the economy and quality of life. But
alternative propulsion technologies for the private
automobile have been available for many yesars. Electric-
powvered motor vehicles have been in operation for more than
than 50 years, and combustion engines burning coal-derived
fuels were used extensively during World War II to propel
trucks and automobiles. As the price for petroleum fuels
continues to rise, use of these alternative technologies
in the private automobile will become increasingly
economically feasible.

Desoite the concerns voiced by many energy conserva-
+ionists, it appears unlikely that the energy crisis will
radically change the modal characteristics of intercity
passenger travel during the next 10 to 15 years. From
the standpoint of energy-efficiency, a fully loaded pas-
senger automobile compares very favorably with other
modes of intercity travel, as does a fully-loaded jet
passenger airplane. Rising energy costs are likely to
foster more efficient use of existing modes such as the
recently introduced trans-Atlantic air shuttle. But a
large-scale shift of passenger traffic to long-distance
intercity passenger trains is unlikely, unless very large
energy price increases or actual fuel snortages occur.

The energy crisis is already having major impacts on
the freight transportation system. 1In the freight rail-
roads, the expected increases in demand for coal transporta-
tion will create difficult problems but also gr¢at oppor-
tunities. Massive requirements for new equipment and
facilities and for modernization of the existing system
will strain the rfinancial and management capabilities
of the railroads. At the same time, the assurance of
a growing and profitable market for rail freight services
may be the financial medicine which is needed to cure
the railroad irdustry's economic malaise.

The energy crisis is also likely to result in increased
economic viability and pubiic support for the inland water-
way industry. Because the inland waterways are very energy-
efficient, they are well-suited to line-haul transportation
of high-bulk/low-value commodities like coal (although the
need to use less energy-efficient transportation modes to
bring coal to and from the waterways may counterbalance
line-haul energy savings). The waterways are therefore
likely to play an important rcle in the future coal trans-
portation network. Over the next decade and a half, the
resulting expansion of existing waterway facilities is



also likely to encourage greater use of the energy-efficient
waterways for other transportation needs.

Environmental quality

A second important factor in shaping our future
transportation system over the next 15 years will be the
quality of our physical environment. Several interactions
between the environment and transportation are likely to be
of particular importance. First, the interaction of
transportation and air quality will continue to present
difficult and possibly insoluable conflicts. Historically,
air pollution emissions from automobiles have becn a major
contributing factor to air pollution. Modifications in
automobile technology have substantially reduced the emiss-
ions from individual vehicles--but aggregate emissions from
all vehicles continue to present a serious problem.

One often proposed solution is the absolute prohibition
of automobile travel in the most heavily impacted urban
areas, coupled with drastic reductions in auto travel else-
where. To date, the nation has rejected this and related
sclutions (such as heavy taxes on central city auto travel)
because they have sefrmed incompatible with the need for
personal mobility 2nd with consumer preferences for the
automobile.

In tne foreseeable future, the most promising areas for
solution of this conflict are side-sffects of the energy
crisis. Reductions in automobile size and energy coasumption
will also reduce air pollution emissions from automobile
engines. Shifts from single-occupancy driving to carpools,
and from autos to mass transit will also reduce automotive
pollution emissions. Finally, some new automotive techno-
logies such as the battery-powered car will reduce the
pollution emission of individual cars--and shift the
pollution effects to more easily controllable electric
generating plants.

Concern for environmental quality is also likely to
shape the character and economic costs of future additions
to our transportation system's physicai plant and facilities.
In the aviation area, community concern over aircraft noise
has already placed a virtual 1ié on new airport construction
in many parts of the country. Requirements for government
ownership and control ¢f noise-impacte  zones around air-
ports are likely to substantially increase the future cost
of new airports and airport expansions. 1In addition, meet-
ing Federal noise standards for aircraft pcses major f{inan-
ial problems for the commercial airlines, which will be
required to retrofit, re-engine or replace a large number of
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existing aircraft by 1985, Legislation has been introduced
in the 95th Congress (H.R. 8729, H.R. 11986) to provide
finencial assistance to the airlines for this purpose.

Environmental quality considerations are also likely to
erert a major influence on development of the future coal
transportation system. The railroads are planning to make
extensive use of continuous "unit" coal trains of up to 100
hopper cars in length (or more than 1 mile). At expected
levels of up to 35 trains per day, some communities might be
physically divided in half for several hours each day. This
would disrupt traffic, delay essential hospital, fire and
police services, and effectively destroy the life of the
affected communities. To avoid these ~onsequences, major
public investments will be needed to provide rail-highway
grade separation structures ard alleviate other adverse
effects.

New Technology

Traditionally, much of the speculation about future
trends and developments in transportation has involved new
technciogies. Over the next decade and a half, it is
likely that some relatively new transportation technologics
will come into greater use. However, there is little like-
lihocd of a radical shift in the character of our major
transport technologies.

There is some possibility that unconventional high-speed
ground t.ansportation modes such as tracked air cu:hion vehi-
cles and magnetically-levitated vehicles will become opera-
tional Auring the next 15 Years. At present, these tech-
nologies are in operation as engineering prototypes but are
not economically feasible. However, increased energy costs
and further engineering refinements may permit the practical
implementation of these technolcgies in short-medium inter-
city passenger service during the 1990's.

Short and vertical take-off and landing aircraft have
been operational for several decades, and are in limited
civilian use at present. Some further implementation of
these vehicles in civiliar passenger transport service is
possible if economic costs can be further reduced.

In urban transportation, the most likely new tech-
nologies (as previously discussed) will involve shifts in
autonotive propulsion technology to non-wetroleum-fuel-
based engines. Urban mass transit is likely to make in-
creased use of an old technology, the streetcar, and a new
technology, the personal rapid transit system. The stre:t-
car ies receiving increasing attention because of its
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flexibility and economy. The personal rapid transit system
also is a possible alternative to the automobile. It uses
a computer-based automatic command and control system to
route small transit vehicles (5-10 passengers) directly to
waiting travellers and then non-stop to their destination.
If cost and reliability problems can be solved, this new
technology could potentially comhine the personal auto's
attractiveness to consumers with the societal advantages of
public transit.

Improvements in communications technology are also
likely to exert an increasing influence on transportation.
As new forms of communications--visual telephones, and
computerized message systems--become less expensive,
physical travel will become unnecessary for many purposes.
While physical travel will continue to be preferreé for
personal reasons such as visits to relatives and to tourist
sites, business and government will make increasing use of
electronics communications media as an economical alter-
native to physical travel.

ISSUES FCR FUTURE AUDIT WORK

Based on an analysis of transportation issues and the
expected needs of the Congress, we have identified eight
major transportation issues on which our audit work should
focus over the next 2 years:

Developing and coordinai.ng balanced national
transportation policies and programs.

Restructuring and rehabilitating the railroad
freight transportation system.

Developing a safe motor vehicle-highway transporta-
tion system.

Developing and maintaining an adequate and cost-
effective national highway system.

Determining the continued justification foc¢ ani
effectiveness of surface transportation econuomic
regulation.

Developing economically viable urban puktlic
transit systems.

Determining the role of Amtrak's intercity rail

passenger service in the U.S. transportation
system.
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Developing a safe, efficient and reliable air
transportaticn system.

In selectinyg these areas of concern, emphasis was placed
on addressing curreat congressional interests and concerns,
and anticipating future congressional needs for GAO ascisi-
ance. Over the next 2 years, we plan to concentrate most of
our self-initiatad audit work on the eight issues listed
above. We also anticipate that most congressional requests
assistance will be related to these issues.

The :(emainder of this study examines these major issues
in more detail. Each chapter contains an analysis of a maior
issue and a summary of our recent work in the area. Appendix
I presents an overview of the major government agencies, con-
gressional committees, private sector lobby groups, and re-
search organizations involved in transportation.

Other GAO work in transportation

Althouah most of our audit work in transportation over
the next 2 years is expecte. .o focus on the eight issues
listed above, we recognize that* congressional needs and our
own responsibilities for audit coverage of Federal trans-
portation programs and activities will require some audit
work which falls outside these issues. We have set aside
part of our planned audit time to meet these requirements.

We also conduct audit wosk involving other national
issues which may have implications for Federal cransporta-
tion agencies and transportation issues, in suc!: areas as:
energy, environmental protection programs, Federal procure-
ment of goods and services, science and technology policies
and programs, consumer and worker protection, land use plan-
ning and control, housing and community development programs,
water and water-related programs, tax policy, and food.
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CHAPTER 2

DEVELOPING AND_ COORDINATING BALANCED NATIONAL
TRANSPCRTATION POLICIES AND PROGRAMS

ISSUE ANALYSIS

There is a growing public awareness and concern that
uncoordinated transportation policies are having counter-
productive effects on the U.S. transportation system.

In a December 1977 report prepared with GAQ assist
ance, the Senate Governmental Affairs Comnittee strongly
criticized the fragmentation of Federal transportati:on
policies and programs and recommonded major organiza:ional
reforms aimed at developing a unified national transporta-
tion pelicy. The Secretary of Transportation's February
1978 policy statement called for "careful consideration”™ of
the Committee's proposals, and recommended unification of
highway and mass transit subsidy programs as well as a zom-
pined Federal transportation budget account. The 1978
National Transportation Institute of the Transportation
Association of America took "Unifying Transportation
Policies"™ as ite theme, and focused specifically on the
Governmental Affairs Committee and DOT policy recommenda-
tions. During the next decade, we expect that the general
problem of planning and coordinating balanced natinal
transportation policies and programs is likely to become a
dominant transportation issue for the Congress.

Historically, nost Federal transportation programs have
been narrowly oriented, typically addressing a limited set
of problems relating to a single transportation mode. As
new transportation problems have arisen, new programs and
agencies hav~ been established--often with little emphasis
on coordinating existing programs and agencies with the new
activities. Over the years, this process of piece-meal :nd
incremental growth has resulted in the present decentrali-ed
orgunization of Federal transportation programs. The De-
partment of Transportation faces major difficulties in con-
trolling and coordinating the plans and programs of the semi-
avtonomous operating administrations such as the Federal
Fviation Administration and the Federal Highway Administra-
zion. At least 22 other Federal agencies with transporta-
tion-rzlated programs are completely outside the Department's
control, including the independent transportation regulatory
commissions, the Maritime Administration and the Corps of
Engineers.
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The absence of coordination and long-range planning
from the historical development of the Federal role in
transportation is characteristic of many areas of the
Federal Guvernment. For most cf the historv of the United
States, *“he rapid growth in national economic wealth and
the abundarce of natural resources made long-range plianning
of Government programs seem unnecessary. But many natural
resources which previously seemed abundant and cheap have
now becume scarce and expensive--petrcleum, clean air, clean
water, and open land. The Nation's rapid growth in economic
productivity and wealth has slowed. Meanwhile, national
standards fcr the gw:zlity of transportation--personal
mobility, speed and ~cmfort, environmental compatibility and
Cleanliness, and safzty-—-have continued to rise. Consequent-
ly, the Nation's traasportation problems have become more
complex, cutting across the traditional boundaries of trans-
portation modes and Federal agency jurisdictions.

These factors have made the need for long-range planning
and coordination cof Federal tranzportation programs increas-
ingly apparent. The public is beginning to recognize that
Federal policy toward the inland waterway system may undercut
Federal aid tc the nation's railroads, th.* the Federal high-
way program hai isncrtant effects on Fede. a4 mass transit
policy, &and that i-nrovements in auto safety may affect auto
energy consumpticn. As the problem of planning and coordi-
nating national tramnsportation policies and programs has be-
come a major issue, the Tongress has begun to give particular
attention to the inte.modal and multimodal impacts of Federa.
transportation policiec and programs. We expect that the
Congress will address ti.2 impact of organizational fragmenta-
tion on Federal transgpo.iatiun policy in its consideraticn
of administration and conarussional proposals for executive
branch reorganization. We aiso expect in:reased congression-
al interest in the early identification of emerging future
transportation problems, and in the effect:i#emness of inter-
modal planning and coordinaticon by Federal, tate and local
transportation agencies.

GAQ ACTIVITIES

Our activities relating to this issue over the past 2
years can be divided into four general areas: 1) direct as-
sistance to the Congress in assessing national transporta-
tion policy issues, 2) evaluations of government coordination
and planning of transportation programs, 3) analysis of in-
termodal and multimoGal transportation policy problems, and
4) analysis of 2merging transportation problems and :issues.
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Direct assistance to the Congress in assessing national
transportation policy issues was provided in two assignments.
In November 1976, we briefed the National Transportation
Policy Study Commission on current transportation issues,
alternative study plans and work schedules, at the Commis-
sion's second public meeting in Reston, Virginia. 1In
October-December 1977, we assisted the Senate Governmental
Affairs Committee in prepar.ng a study of the fragmented
lfederal role in transportatior. The Committee report was
issued in December 1977, and recommerded major Federal
policy and organizational changes to achieve a unified
national transportation policy. The Commjttee report was
discussed in the Secretary of Transpcrtacion's February 1978
policy statement, and was the vrincipal 'opic of discussion
along with the DOT policy stacement at 1978 National
Transportation Institute of the Transpt cion Association
of America.

We conducted several evaluations of government plan-
ning and coordination of transportation >rograms. 1In October
1977, we reported on the administrative confusion and other
hindrances to coordination of the 114 Federal programs that
provide financial aid for the transportation of people.

This repor:. caused the Interstate Commerce Commission to
administratively deregulate Federally funded interstate
transportation service projects for the elderly, handicapped
and poor. In March 1978, we issued a report on the need for
intermodal planning by State and local transportation agen-
cies in making future transportation decisions. This report
was directly relevant to the current congressional debate
over proposed highway and mass transit legislation. In May
1978, we reported on the need for a flexible and obstruction-
free system of marine approaches to 7.S. ports. This report
highlighted the conflict between energy and maritime
interests over the use of the ocean surface and the efforts
of the Coast Guard and Corps of Engineers to resolve the
conflict. In our current review of public ports in the
United States, we are investigating the present and potential
Federal role in port planning and devulopment.

We also conducted a number of assignments involving
the analysis of intermodal and multimodal transportation
problems. In March 1977, we reported on the reasons why
cities did not use Federa. aid urban system highway funds
for mass transit projects uunder a 1973 amendment permit-
ting such use. We are currently conducting a survey to
develop a possible review methodology to measure the multi-
modal effects of economic regulation of surface transporta-
tion. We also conducted several surveys of intermodal
problems which provided useful background informatien,
but d4id not identify feasible audit approaches for further
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review work. These includea stndies of transportation
subsidies, the impact of multiple Federal and federally-
supported rail organizations, the joint problems of the
three transportation regulatory agencies (ICC, CAB and
FMC), and the need for a Federal Maritime Commission.

Finally, we conducted a number of assignments which
investigated emerging transportation problems and issues,
primarily in the areas of maritime and inland waterway
transportation. Our September 1977 report on the costs
of proposed cargo preference legislation had a major impact
on the congressional debate over this legislation. We
issued several reports to the Depcrtment of Commerce and
its Maritime Administration dealing with various aspects
of the Departme.t's maritime transportation programs. We
also prepared a report for Representative Jack Brooks on
the Federal ship financing program. 1In June 1978, we
reported to the Congress on ways to more effectively
implement existing cargo preference programs for govern-
ment~-financed ocean shipments. Our December 1977 report on
the cost of little-used inland waterways is directly
relevant to the current congressional debate over waterway
user charges. We identified potential savings of $4 million
per year in the Atlantic coast area througn reductions in
operating hours for infrequently used locks and drawbridges,
and the Corps of Engineers is taking steps to reduce opera-
tions during low-demand periods.

Reports Issued Date

Need for strengthening the 1/26/717
management and control of the

ship sales program (CED-06548,

letter report)

Why urban system funds were 3/18/77
seldom used for mass transit

(CED-77-49)

Aspects of Marad's administration 5/16/117

of the Federal ship financing pro-
gram (CED-77-68)

Need for consistent policies among 5/26/71
Federal agencies having vessel dis-
posal programs (CED-77-80)

Opportwnities to reduce the ocean 9/7/717

transportation cost of P.L. 480
commodities (CED-77-127)
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Costs of cargo preference
(PAD-77-82)

Hindrances to coordinating
transportation of people
participating in Federally
funded grant programs
Volumes I and II (CED-77-119)

Opportunities for large savings by
altering some inland waterway opera-
tions (CED-78-12)

Maritime Administration's noncompli-
ance with the planning requirements
of Section 210 of the Merchant Marine
Act of 1936 (CED-78-31)

Making future transportation decisions:
intermodal planning needed (CED-78-74)

Marine approaches to U.S. ports: A
flexible and obstruction free system
is needed (CED-78-107)

Cargo preference programs for Government
financed ocean shipments could
be improved (CED-78-116)

Current Assignments

Review of American ports:
issues and problems

Survey to identify effects
of ICC regulation of surface
trangportation

9/9/717

10/17/77

12/12/77

1/20/78

3/16/78

5/2/78

6/8/78



CHAPTER 3

RESTRUCTURING AND REHABRILITATING
THE RAILROAD FREIGHT TRANSPORTATION
SYSTEM

SUE_ANALYSIS

Railroads are the dominant intercity freight trans-
portation mode in the United States. 1In 1975, the rail
freight system carried 761 billion ton-miles of freight--
about 37 percent of total intercity freight traffic and
substantially more than was carried by truck (21 percent),
pipeline (25 percent), inland waterways (17 percent) or air
(4 percent). Railroads are economically and environmentally
efficient. They are capable of moving large volumes c¢f
freight at low economic and social cost, and are fuel-effi-
cient and non-poliuting. But the U.S. rail freight system
is also a troubled industry, whose deeply rooted economic
and financial problems pose difficult policy questions for
the Nation and the Congress.

The financial collapse of the Penn Central and six
other northeastern and midwestern railroads in 1970 focused
national attention on the problems of the rail freight
system. s Since the end ¢f Wo:1d War II, the railroad in-
dustry has experienced serious difficulties in adapting to
changes in the market for rail freight service, and has
earned an extremely lcw return on invested capital. 1In
1976, the rate of return on net worth for all U.S. rail-
roads was 1.8 percent. This reflects a deficit by the
eastern railroads, and low rates of return by cthe southern
(6.5 percent) and western (5.5 percent) railroads.

Because of their low earnings, the railroads have
found it extremely difficult to finance needed mairtenance
and capital improvements. 1In a vicious cycle, deferred
maintenance has led to increased operating costs and deter-
iorating freight service, which has caused loss of traffic
to competing transportation modes, and has decreased
revenues and earnings. This process has had particularly
adverse effects on the railroads in the Northeast where
changes in the composition and geographic distrik -ion of
rail freight shipments have made modernization and ration-
alization of obsolete or duplicative physical facilities
especially important. But the entire rail freight system
has been characterized by extensive obsolescence and
deterioration of track, facilities and equipment, and an
increasing need for major rehabilitation and upgrading.
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The rail freight system nas also been characterized by
a duplicative and overlappiig route system and corporate
industry structure, established during an earlier historical
era and poorly suited to current patteians of traffic and
demand. In some instances, competing railroads with
duplicate routes must divide markets which are only large
enongh to profitably support a single carrier. In other
instances, long-distance and cross-country shipments
must be interchanged between a number of competing lines,
forcing economically strong and efficient railroads to
depend on the reluctant cooperation of economically we=k
and inefficient railroads. This presents major obstacies
to the efficient handling of long-haul shipments--potenti-
ally the largest and most profitable rail freigiit market--
and discourages needad innovations in service, pricing,
marketing and technology.

The magnitude of the Penn Central bankruptcy, and the
potential threat to the northeast-midwest economy forced the
Federal government to actively intervene in the rail freight
system's financial difficulties. After the Penn Central
bankruptcy, the Congress enacted the Emergency Rail Service
Act of 1970. This legislation provided Federal loan
guarantees for continuation of essential transportation
services by the bankrupt railrcads. In 1974, the Regional
Rail Reorganization Act established the United States
Railway Association (USRA), a nonprofit mixed-ownership
government co.poration. It required USRA to design a plan
for restructuring the northeast-midwest rail system.

in 1975, USRA sent the Congress its F.aal System Plan
for reorganizing the bankrupt railroads, providing for
the establishment of a for-profit corporation, the
Consolidated Rail Corporation (Conrail) to operate the
restructured system. In 1976, t.e Congress enacted the
Railroad Revitalization and Regulatory Reform Act (4R Act).
The 4R Act authorized $6.4 billion in Federal aid for rail
transportation, including $1.75 billion for upgrading and
improving rail service in the northeast corridor, $1.6
billion for improving track and facilities in other parts
of the nation's rail system, and $2.1 billion to Conrail
to finance the restructuring of the six bankrupt railroads.
In April 1976, Conrail began operation of the restructured
northeast-midwest rail system.

Recent financial and economic developments in the
rail freight system have not been encouraging. In February
1978, Conrail submitted a new 5-year operating plan to
the Congress which raised grave doubts as to whether Conrail
will ever achieve profitability. The corvoration reported
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losses of more than $560 million in 2 years, and requested
$1.3 billion more in Federal funds. Conrail also said that
if private financing proved difficult, an additional $1 bil-
lion in Federal loan guarantees might be needed. Conrail
forecast profitable operations beginning in 1980, but the
assumptions underlying this forecast appear to be very
questionable. 1In August 1978, the Interstate Commerce Com-
mission warned that Conrail's cost estimates through 1982
were understated by at least $1.1 billion.

Elsewhere in the rail freight system, a number of rail-
roads in the midwest are currently experiencing severe
financial difficulties. Proposals have been made for Feder-
al involvement in a restructuring and refinancing of midwest
railroads in the form of a "Farmrail" corporation. But the
Carter administration rejected Federal intervention in the
midwest situation, arguing that restructuring through
private mergers will be adeguate to achieve an economically
viable syste.,

Future prospects for the rail freight system are un-
certain. The expeccted national shift to coal as a primary
energy source may prove to be the economic salvation of the
railroads. Railroads are very efficient carriers for coal
traffic, and an assured expanding demand for coal transporta-
tion may provide the solid financial base needed to rehabili-
tate and upgrade the rail freight system. But the financial
requirements for expanded coal traffic are expected to be
very large and may be difficult for the railroads to manage
without Federal assistance. The poor financial performance
of many railroads raises doubts about their ability to
obtain adequate private financial capital. These doubts are
reinforced by uncertainty about the potential future role of
coal slurry pipelines, which the railroads fear will capture
the most protitable long-term, long-haul segments of western
coal traffic.

Significant safety problems also appear to be develop-
ing throughout the rail freight system. The defer.al of
needed maintenance and system improvements has resulted in
extensive obsolescence of track and equipment, and increased
frequency of unsafe operating conditions. The Federal Rail-
road Administration receives only a miniscule annual budget
for rail safety regulation, and appears to have very limited
effectiveness in promoting rail safety. Recent rail freight
accidents involving liquified energy gases and other hazard-
ous materials, as well as recent rail commuter line accidents,
have highlighted the potential seriousness of the rail safety
problem. Given the extent of present rail rehabilitation
needs, it is likely that rail accidents will. increase over
the near-term, and that public and congressional concern
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over rail safety will also increase.

Except for future coal traffic, no significant increases
in total demand for rail freight service can be expected.
Indeed, economically declining regions such as the northeast
may experience decreases in rail freight traffic in the
future. Overall, the rail freight system is clearly going
to continue to play a major role in the U.S. transportation
system. But the present corporate industry and roate
structure of the rail freight system is likely to undergo
significant changes during the remainder of the century,
and the Federal government isf likely to play a continuing
role in this restructuring. We anticipate that GAO will be
required to provide extensive assistance to the Congress in
assessing the need for restructuring and rehabilitating the
rail freight system, and evaluating Federal efforts to sup-
port and promote such restructuring and rehabilitation.

GAO ACTIVITIES

Oour activities relating to this issue over the past 2
years can be divided into four main areas: 1) evaluations
of the management, effectiveness and need for Federal
financial assistance programs for rail freight transporta-
tion, 2) evaluations of the management and effectiveness
of Conrail's operation of the restructured Northeast-Mid-
west rail system, 3) evaluations of the management and
financial operations of the federally-owned Alaska railroad,
and 4) evaluations of Federal efforts to regulate and pro-
mote railroad safety.

Evaluaticns of the management, effectiveness and need
for Federal aid to rail freight transportation accounted
for much of our work relating to this issue. We issued
reports on the adequacy of financial controcls over Federal
aid to railroads, and on the ability of U.S. industry to
produce rail and ties for track rehabilitation. We also
issued a series of reports on the U.S. Railway Association's
finances, operations and administrative practices. As a
result of this work, the Railway Association took steps to
improve its financial management system, expand the scope of
its internal audit activities, and establish formal policies
for financial disclosure by its employees. We are currently
reviewing the Federal Railroad Administration's management
of the Northeast Corridor improvement program, pursuant to
a congressional request.

We have also given particular emphasis to evaluating
the management and effectiveness of Conrail's oneration of
the reorganized Northeast-Midwest rail system. In January
1978, we reported on Conrail's freight car utilization, a

22



key element in Conrail's efforts to increase operating
efficiency and achieve long-range profitability. Currently,
we are engaged in a comprehensive review of Conrail's per-
formance during the first 2' months of operation and pro-
spects for profitability within the next 5 years. We are
also reviewing Conrail's track abandonment program, and the
Title V salary reimbursement program for establishment of
Conrail, and issued a preliminary report on the Title V
program in July 1978. We have also provided assistance to
several congressional committees in analyzing Conrail's
financial plans.

At the Alaska Railroad, we conducted a comprehensive
evaluation of the Railroad's management and financial
operations, We reported on improper relocation allowances
Paid “o the Railroad's general manager in April 1978, and
issued a comprehensive report on this review in July 1978.
Our review has already been successful in producing financial
savings for the government. The Railroad has promised to
take action to correct deficiencies noted in our review,
and. has begun renegotiating leases to raise property rents
to fair market value. We estimate increasea yearly revenues
for the government of at least $400,000 per year.

In the field of railroad safety, we reviewed the safety
of commuter rail lines operated by Conrail in the New York
City metropolitan area. In our March 1978 report to the
House Interstate and Foreign Commerce Subcommittee on Trans-
portation and Commerce, we recommended that inadequacies in
Conrail's safety activities should be corrected and found
that the Federal Railroad Administration had been ineffec~
tive in its safety regulatory role. Our findings provided
assistance to the Subcommittee for its March 1978 hearings
on railroad safety. We are also currently reviewing rail-
road accident investigations conducted by the National
Transportation Safety Board and the Federal Railroad Admin-
istration, pursuant to a congressional request.

In 2ddition to the assignments discussed above, a
rumber of assignments relating to Interstate Commerce
Commission economic regulation of railroads are discussed
in Chapter 6, below, which discusses the problem of "De-
termining the continued justification for and effectiveness
of surface transportation economic regulation.”
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Reports Issued

Industry capability to produce rail and
crossties for nationwide railroad track
rehabilitation (CED-76-150)

Improved contrcls needed over Federal
financial assistance to railroads
(CED-76~161)

Improper relocation allowances paid to
Alaska Railroad general manager (CED
34347)

Examination of the U.S. Railway Associa-
tion's financial statements and other
matters concerning its operations
(CED-77~64)

Other matters concerning the financial
operations of the U.S. Railway Associa-
tion (B-164497(5))

U.S. Railway a: .ciation's subsidy for
its executive dining room and its award
of the two contracts (CED-78-2)

Conrail's attempts to improve its use of
freight cars (CED-78-23)

Is t-e administrative flexibility
originally provided to the U.S.
Railway Association still needed?
(CED-78-19)

Commuter railroad safety activities on
Conrail's lines in New York should be
improved (CED-78-80)

Information on questions about Conrail's
service in the Scranton, Pennsylvania area
{CED-78-82)

The Alaska Railroad: Its management is
being imprcved; its future needs to be
decided (CED-78-137)

Conrail's profitability: framework for
analysis (PAD-78-52)
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9/23/76

11/15/76

4/27/17

7/8/71

7/11/177

11/7/717

1/24/78

2/22/78

3/15/78

4/4/78

7/27/78

4/10/78



How long does it take Conrail to process 7/31/78
protected employees' claims under the 1973
Regional Rail Reorganization Act? (CED-78-138)

Current A:signments

Review of railroad accident
investigations conducted by the
National Transportation Safety
Board and the Federal Railroad
Administration

Review of Conrail's prospects of
achieving profitability

Review of the management of the
Northeast Corridor improvement
program

Review of Conrail's track
abandonment program

Review of Title V reimbursement

arrangement between Conrail and
the Railrcad Retirement Board
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CHAPTER 4

DEVELOPING A SAFE MOTOR VEHICLE-
HIGHWAY TRANSPORTATION SYSTEM

ISSUE ANALYSIS

Traffic accidents continue to be the leading cause of
accidental death in the United States. Traffic fatalities
hit a peak in 1972 when over 56,000 deaths were recorded,
but a sharp decline in the number of deaths occurred after
the 1973 o0il embargo. 1In 1974, 46,700 traffic fatalities
were reported and the annual death toil has currently
stakhilized at this level. 1Increasing the safety of travel
on the highways~--through improvements in the design and
operating characteristics of vehicles and highways, and
through more effective driver-oriented safety programs--is
one of the Nation's most serious transportation challenges.

Traffic accidents are caused by a number of complex and
interrelated factors; however, these can be grouped into
three basic categories: The driver: the vehicle; and the
rcadway. The Department of Transportation has identified
six factors which play a particularly important role in
traffic safety: (1) the growing number of motor vehicles,
drivers, and miles driven, (2) the growing number of young
drivers, (3) higher speeds (even with the 55 mph speed
limit, average vehicle speed is increasing each year), (4)
the combination of drinking and dr...ig, (5) the growing
disparity in the size and weight of vehicles on the road,
and (6) the interaction between pedestrians and vehicles
{pedestrians account for one-sixth of the traffic fatali-
ties).

Often the roadway environment leads the driver into
error or prevents him from making the right decisicrs.
Better engineered roadways !2ssen driver errors ar  wrovide
a more forgiving environment when an error is made. Im-
proved roadway environments have significant safety payoffs.
For example, the accident fatality rate on Interstate high-
ways, which are designed to very high safety standaris, is
50 percent below the national average and 500 percent below
the rate on nonfederal-aid rural roads.

For many years, traffic safety was considered to be the
basic responsibility of the States. It was not until 1960
that Congress took initial steps to involve the Federal
Government, by establiching a National Driver Register as an
aid to the State licensing authorities. Six years later,
Congress took a major step toward Federal involvement by



enacting the National Traffic and Motor Vehicle Safety Act

of 1966 and the Highway Safety Act of 1966. This legislation
call:d for a coordinated national effort to improve traffic
safety through the reduction of traffic accidents and the
resultant deaths and injuries. The overall effect of the
1966 legislation was to involve the Federal Government
directly in %thr quality of the safety features in vehicles
and in the quality and quantity of State highway safety
programs.

At present, Federal responsibilities for motor vehicle
and highway safety are administered by the Department of
Transportation. In general, the National Highway Traffic
Safety Administration is responsible for those aspects of
safety dealing with “he driver and the vehicle, and the Fed-
eral Highway Administration is responsible for roadway-
related aspects. The Federal Highway Administration is also
responsible for regulation of commercial motor carrier
(truck and bus) safety.

The 1966 motor vehicle and highway safety legislation
called for: (1) the establishment of Federal motur vehicle
safety standards; (2) the initiation and support of neces-
sary safety research and development at the Federal level;
(3) the establishment of uniform standards for State high-
way safety programs; and (4) the establishment of a grant
program to assist States in accelerating their own safety
programs to bring them into compliance with the uniform
standards. Several amendments have been wade to this
legislation; some called for greater emphasis on safety
(e.g., requiring safety standards for school buses);
while others put a check on Federal safety efforts (e.g.,
repeal of the seat-belt interlock system and the requirement
for congressional approval of all future motor vehicle
safety standards).

The Congress has also enacted several safety construc-
tion programs in‘order to place special emphasis on removing
safe:y problems caused by roadway condition or engineering
design, such as bridges, high-hazard locations, and rail-
highway crossings. Most of these programs were started be-
cause the States were hesitant to use conventional Federal-
aid highway construction funds for safety. The bridge re-
placemerit program was established because of the widespread
concern over the number of structurally deficient and func-
tionally obsolete bridges and because of the very large
amount of funds needed to replace bridges.

In 1973 the Congress recognized that safety needs far

exceeded available funds and required Scates to assign
priorities to safety improvements and evaluate the costs
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and benefits obtained from such improvements. The Congress
also recognized the safety problems of rural and urban roads
outside the Federal-aid system and for the first time
provided Highway Trust Fund money to assist State and local
governments in this area.

In recent years, Congress has focused increased atten-
tion on the economic impact of automobile ownership and on
the protection of the consumer. 1In the Mctor Vehicle In-
formation and Cost Saving Act of 1972, the Congress mandated
bumper standards to reduce vehicle damages, and odometer
requirements to prohibit tampering with vehicle mileage
figures. The 1972 law also established demonstration pro-
jects for testing the feasibility of diagnostic inspection
procedures, and required a comprehensive Federal study of
the damage susceptibility, degree of crashworthiness, and
ease of diagnosis and repairability of damaged vehicles.

A 1975 amendment to this Act added a requirement for
stringent automotive fuel economy standards in order to
improve the. fuel efficiency of passenger cars.

In response to the 1973 Arab oil embargo, Congress
enacted the national 55 mph speed limit law. Although this
law was initially passed as a fuel conservation measure,
the number of highway deaths dropped sharply after the law
was implemented. In a recent audit, we found that many
States are not enforcing the 55 mph speed limit, and
average speeds are beginning to rise. As a result, the
recent reduction in highway fatalities may »nrove to be only
temporary.

During the past 2 years, several major safety issues
were aldressed by the Congress. One of the most important
issues was the debate on whether to approve the Secretary
of Transportation's passive restraint decision (commor.ly
referred to as the airbag decision). 1In October 1977, both
houses of Congress voted to uphold the Secretary's Jaecision.
Another issue was the proposed enactment «f a national no-
fault insurance bill; legislation on this subject (H.R.
13048) was rejected by the House Interstate and Foreiqgn
Commerce Committee in August 1978 but is likely tc be re-
introduced in the 96th Congress. 1In July 1977, DOT sub-
mitteé its recommendations for changes to the highway
safety program standards, pursuant to a congressional man-
date. The Congress is currently reviewing these standards
in connection with its consideration of authorizations for
the Highway Safety Act (S. 2541), an administration bill.

The Congress is also currently reviewing PFederal
highway construction safety programs as part of its
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consideration of new Federal highway legislation (S. 2440).

The major focus of this review is likely to be on two issues:
(1) increasing the bridge program funding level, and (2) con-
solidation of the other Federal safety construction programs.

The Federal role in movor vehicle and highway safety is
still evolving. Because of adverse public and industry re-
actions to past motor vehicle safety standards, it is likely
that future Federal efforts will focus primarily on refining
and simplifying existing standards rather than issuing new
standards. In the highway safety area, the Carter admin-
istration appears to favor a reduction in Federal involve-
ment with a corresponding increase in State and local
responsibilitiss, but congressional approval for such a
shift appears unlikely.

Although the energy crisis will make gasoline scarcer
and more expensive, most observers believe that motocr
vehicles will continue to be the dominant mode of urban
transportation for the remainder of this century. This
means that the number of highway passenger miles can be
expected to increase for some years to come and that motor
vehicle accidents will also increase. Moreover, the energy
crisis will almost certainly result in increased highway
safety problems, since the expected reductions in vehicle
sizes and weights to save ensrgy will also produce vehicles
which are more susceptible to severe damage in accident
situations.

A key issue will be the availability of accurate and
comprehensive statistical data on motor vehicle/highway
accidents. Such data is needed in order to identify
specific safety problems and to aralyze the effectiveness
of efforts to alleviate safety problems. Obtaining better
accident data will be particularly important for the
Department of Transportation because 1) inaividuals and
consumer groups are becoming more 7ocal in their demands to
improve safety and/or reduce costs, 2) vehicle manufacturers
are trying to get current and future vehicle safety standards
withdrawn or down-graded in crder to “:z<p weight down to meet
fuel consumption criteria, and 3) States are applying in-
creasing pressure in the Ccngress tc get more flexibility
and less Federal oversight in handling highway safety
problems.

GAQO ACTIVITIES

Our activities relating to this issue over the past 2
years can be divided into three general areas: 1) evalua-
tions of the effectiveness of motor vehicle safety standards,
2) evaluations of the effectiveness of programs to improve
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highway traffic and motor carrier safety, aud 3) evaluations
of programs to improve safety in highway design and construc-
tion.

In the area of motor vehicle safety standards, we re-
ported in December 1977 that DCT lacked sufficient informa-
tion to determine the effectiveness of vehicle safety
inspection programs. Our July 1978 report called for
stricter vehicle safety standards for light trucks and
multipurpose passenger. We are currently investigating the
effectiveness of occupant restraint systems, with particular
emphasis on passive restraint systems such as airbags and
passive (automatic) seat belts. During the 1977 congress-
ional debate on the Secretary of Transportation's "airbag"
decision, we provided extensive direct assistance to
interested congressional offices on this subject. Much of
this assistance was provided to congressional opponents of
the adm_nistration position, who sought our assistance in
order to obtain an outside, non-partisan assessment of the
validity of administration data.

In the area of highway traffic and motor carrier
safety, our February 1977 report on the 55 mph speed limit
found that the States were failing to effectively enfo.ze
this law. In April 1977, we reported on problems in
funding school bus driver training programs. We issued a
report on the Federal motor carrier safety program in
May 1977, concluding that the program has not been effective
and should be strengthened. As a result of this report, the
Fede:al Highway Administration implemented a number of major
management improvements in the motor carrier safety program
that responded directly to our recommendations. In March
1978, we reported on the need for an active public education
program for drinking drivers. In June 1978, we reported on
the effectiveness of the federaliy-funded National Driver
Register, used by the States to maintain information on
driver licensing and accident records. Both the 55 mph and
the motor carrier safety report received extensive national
media publicity, and the motor carrier report was discussed
on the ABC evening television news.

In the field of highway design and construction safety,
we reported on the management of Federal highway safety
programs in October 1976, finding that systematic procedures
were needed to assure that funds are spent on projects of-
fering the greatest safety benefits. In December 1977, we
reported on highway construction zone safety, concluding.
that Federal and State highway officials are giving in-
adequate attention to safety in designing, managing and
inspecting highway work sites. 1In April 1978, we issued
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a report on the effectiveness of the Federal Highway Admin-
istration's rail-highway crossing safety program, which
provides funds to improve railroad grade crossings. We
concluded that the Federal Highway Administration should
define the extent of safety needed at crossings and that
the Congress should authorize states additional flexibility
in selecting safety projects.

Reports Issued Date

Information on motor vehicle safety 9,/10/76
standard for air brakes (CED-76-151)

Management action needed to improve 10/21/76
Federal highway safety programs
(CED-76-156)

Speed 1imit 55--is it achievable? 2/14/71
(CED-77-27)

Problems in funding school bus driver 4/26/71
training programs (CED-77-60)

The Federal motor carrier safety 5/16/77
program--not yet achieving what
Congress wanted (CED-77-62)

Effectiveness of vehicle safety 12/20/77
inspectioas neither proven nor
unproven (CED-78-18)

Highway construction zone safety--not 12/23/77
yet achieved (CED-78-10)

NHTSA needs to establish an active public 3/1/78
education program for drinking drivers

(Letter report to National Highway Traffic

Safety Administrator)

Rail crossing safety--at what price? 4/25/78
(CED-78-83)

The National Driver Regis-er--a valuable 6/15/78
licensing tool that needs to be improved

(CED-78-129) '

Unwarranted delays by the Department of 7/6/78

Transportation to improve light truck
safety (CED-78-119)
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Current Assignments

Review of the alcohol counter-neasure
programs in highway safety

Review of occupant restraint systems--
passive and active belt systems

Survey of National Highway Traffic Safety
Administration's research programs

Survey of highway safety management
information systems
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CHAPTER 5

DEVELOPIWG AND MAINTAINING AN ADEQUATE
AND COST-EFFECTIVE NATIONAL HIGHWAY SYSTEM

ISSUE ANALYSIS

Highway transportation is an essential element in the
U.S. transportation system. Hichways carry nine-tenths
of the total interstate passenger-miles and almost a fifth
of the interstate freiah. ton-miles. Counting all urban
and intercity passe ger *traffic, U.S. highways carry about
2.3 trillion passenger miles a year--compared with 0.1
trillion passenger miles for all other transportation
modes combined. Developing and maintaining an adequate,
modern and cost-effective highway system is therefore
vitally important to the preservation of our personal
mobility and to the economic well-being of the nation.

Spending for highways by all levels of government has
grown substantially since 1956, when the Federal Highway
Trust Fund was established, increasing from $8.3 billion
in 1956 to an estimated $30 billion in 1977. Despite this
increase in government spending, however, there is con-
siderable evidence that actual canital investment in high-
way construction and improvement. is declining, and that
we are failing to adequately replenish our national invest-
ment in the highway transportation system. Increasing
expenditures for law enforcement, safety, interest payments,
maintenance and administration, have reduced the amounts
available for capital improvements from 60 percent in 1956
to an estimated 46 percent in 1977. Further, inflation has
more than doubled the cost of highway construction, and
environmental concerns now absorb about one of every eight
Federal highway dollars. A recent Department of Transporta-
tion study shows that, after adjusting for inflation,
capital improvement spending for highways actually decreased
between 1967 and 1975--from $9.4 billion to $6.3 billion
(calculation using constant 1967 dollars). Moreover, traf-
fic on the highways continues to increase, with large
increases in the number and weight of trucks. Many roads
were designed to carry 5 percent of their total traffic in
trucks, but are now carrying 15 to 20 percent truck traffic.

The result of declining capital improvement spending,
increasing inflation and increased vehicle usage is that our
highways are wearing out faster than they are being repair-
ed--and the Congress, highway officials, and the public are
becoming increasingly concerned over the physical condition
of our highways. The Federal Highway Administration has
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reported that the overall condition of the Nation's highways
changed from good to fair between 1270 and 1975. Further
deterioration occurred during the severe winters of 1976-77
and 77-78. The Federal~Aid Highway Act of 1976 authorizes
$175 million in each of fiscal years 1978 and 1979 for
resurfacing, restoring, and rehabilitating highways in the
Interstate System.

However, recent estimates show that these authorizations
will not meet future needs. For example, the backlog of ce-
ferred major maintenance work on approximately 8,000 miles of
older Interstate segments is estimated to cost $2.6 billion
(in 1975 dollars). The future need for major maintenance
work on the entjce Interstate System is estimated to be $950
million annually. These funds are in addition to the
estirated $40 billion needed to complete and bring up to full
standards the Interstate Highway System (which has top prior-~
ity within the Congress and the Highway Administration).

Moreover, the 1976 Federal-Aid Highway Act redefines all
construction of Federal-aid highways to include resurfacing,
resterat ion, and rehabilitation, opening the way for future
maintenance appropriations like those recently made for the
Interstate System. Ustimates of the potential cost of re-
storing all currently deficient roads range as high as $329
billion.

Currently, the Congress is again considering proposed
Federal highway legislation, which will eventually become
the ¥ederai-Aid Highway Act of 1978. Proposals by the
Carter administration (H.R. 10578, S. 2440, and S. 2441)
have emphasized tne need for increased maintenance of the
existing highway system and for an expanded bridge replace-
ment and rehabilitation program, but have not recommended
major increases in total highwav funding. Legislation now
being considered by the Congress (H.x. 11733, s. 3073),
alsc emphasizes maintenunce and bridge repairs but proposes
large increzses in total spending for highways. Issues
which are being addressed by the Congress in their con-
sideration of this lejislation include: 1) the overall
Federal spending level for highways and its effects on the
national economy, 2) the need for spending on new construc-
tion, 3) the need to complete the Interstate System, 4) the
need for increased spending on highway maintenance, 5) the
need for increased spending on bridge replacement and
rehabilitation, 6) the adequacy of curreat Highway Trust
Fund revenues, 7) the equalization of Federal matching
ratios, and 8) the consolidation of highway and mass
transit grant and planning programs.
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The Congress is also considering whether to extend the
life of the Highway Trust Fund, which is scheduled to expire
in October 1979. The Highway Trust Fund is the principal
mechanism for funding Federal highway programs. The Trust
Fund is supported by user charges--primarily the Federal
gas tax--and provides over 90 percent of Federal highway
funds. (The remainder is paid for with general tax re-
venues.) User charges have not kept pace with the benefits
received by highway users, and the Trust Fund has grown
mainly bacause of the increased volume of highway traffic.
Two major issues before the Congress are the adequacy of
current user charges to meet future highw .y meeds, and the
adequacy of the charges on different classes and types of
users (such as heavy trucks) in relation to the benefits
they receive. A third issue is the future effect of
inflation. 1If inflation continues to be a major economic
problem, increased highway user charges or general tax
increases will be needed to meet our future highway needs.

In the immediate future, the Congress will continue to
be faced with the problem of expeditiously completing the
Interstate Highway System. A key question over the longer-
range future, however, will be what the Federal Government
should dc when the Interstate System is completed--that is,
what is the appropriate Fe.eral role in managing and main-
taining the existing highway system? A likely change will
be to increase the States’ flexibility in the use of Fed-
eral highway funds by reducing the number of program
categories and the corresponding red tape. Increased
flexibility will require greater rlanring and coordinaticn
between Federal, State, and local jJovernments to insure
the funding of cost-effective projects and to provide the
most effective mix of transportation services including
mass transit. 1In addition, the Federal government will
need to streamline its p.esent regulatory procedures, so as
to simplify or eliminate duplicative or unnecessary require-
ments.

Because of the great demand for limited amounts f
highway funds, more emphasis probably will be directed at
insuring the quality of highway construction and maintenance
operations. States will need to identify the causes of
deterioration and try to control them. The Highway Ldmin-
istration and the States also will have to improve the
capacity of the present highway system with operating
changes which do not require major capital investments, such
as computerized traffic control systems and preferential
treatment for buses and car pool vehicles.

Tc maintain satisfactory levels of operating perform-
ance on the U.S. highway system, and to avoid wasteful
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and hazardous deterioration of our bridges and highways,
the United States must allocate large and continuing shares
of our national economic resources for highway construction
and maintenance. The challenge for the Nation is to
develop and administer efficient and economical highway
programs which will satisfy our immense highway needs at an
acceptable and reasonable cost. ‘

GAO ACTIVITIES

Our activities relating to this issue over the past 2
years have focused primarily on evaluations of the management
and effectiveness of Federal assistance programs for highway
construction and maintenance. Our most important contribution
was in the area of highway maintenance, where our February
1977 report identified actions that should be taken by the
Department of Transportation to insure that States properly
maintain highways constructed with Federal aid. This report
received extensive media coverage, and helped to focus public
attention on the national problem of highway deterioration
and the States' growing highway financial needs. The report
was used as background for hearings by the House Ways and
Means Oversight Subcommittee in October 1977 on the effect
of increased truck weights on highway deterioration.

In November 1976, we reported on the Appalachian
Development Highway System in West Virginia. We reported in
October 1977 on management improvements needed at the Federal
Highway Administration relating to the Forest Highway Pro-
gram. The Department of Transportation has proposed legisla-
tion to accomplish one of our recommendations for protecting
Federal interests in the National Forests. In February 1978,
we reported on problems of the Darien Gap Highway--a U.S.
funded segment of the Pan American Highway. 1In March 1978,
we reported on cbstacles to the Federal billboard removal
program, and recommended management and legislative changes
to increase this program's effectiveness. We also provided
direct -assistance to several congressional offices in
reviewing such problems as the use of Federal highway funds
in digging a canal in California, cost-overruns for a
history of the Federal highway program, environmental impact
procedures used in planning part of Interstate 40 in North
Carolina, the cost of the proposed Crosstown Expressway in
Chicago, Illinois, and the basis for funding authorizations
for bridge replacement in proposed highway legislation.

In August 1978, we reported on the limited success of

the Federal Highway Administration's implementation of the
"certification acceptance” program--an effort to delegate
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program administration responsibilities to State highway
agencies, so as to reduce red tape and improve efficiency.
We recently began surveys of Federal and State efforts 1)

to control highway deterioration, and 2) to close essential
gaps in the Interstate Highway System. As part of our
highway deterioration survey, we are examining the effec-
tiveness and need for Federally financed highway resurfacing
projects. We also recently began a survey of the impact of
increased coal production on Federal-aid highways.

Reports Issued Date

Action needed to improve the administration 8/11/76
of the States' allocations and suballocations :
of Urban S8ystem funds (Letter report to Fed-

eral Highway Administrator) (CED 34254)

The Appalachian CLevelopment Highway System 11/3/76
in West Virginia: too little funding too
late? (PSAD-76-155)

The Appalachian Development Highway System 11/3/76
in West Virginia: too little funding too
late? (PSAD-76~155)

Improving and maintaining Federal-aid roads-- 2/2/717
Department of Transportation action needed

(CED-77-31)

Federal interests should receive more 10/13/77

consideration under the Forest Highway
Program (CED-77-130)

Linking the Americas--Progress and problems 2/23/78
of the Darien Gap Highway (PSAD-78-65)

Interstate 5 and the Peripheral Canal in 3/10/78
San Joaquin and Sacramento Counties,

California (CED-78-6%)

Obstacles to billboard removal (CED-78-38) 3/27/78

Information on the special bridge replacement 6/23/78
program (CED-78-139)

Information on the proposed Crosstown Express £/30/78
way in Chicago, Illinois (CED-78-135)

Federal efforts to reduce red tape in highway 8/18/78

construction have had limited success (Letter
report to Federal Highway Administrator)
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Current Assignments

Survey of Federal and
State efforts tc
minimize highway
deterioration

Survey of closing of
essential Interstate
Highway gaps

Survey of impact of
increased coal
production of Federal-
aid highways
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CHAPTER 6

DETERMINING THE CONTINUED JUSTIFICATION
FOR AND EFFECTIVENESS OF SURFACE
TRANSPORTATION ECONOMIC REGULATION

ISSUE ANALYSIS

The Interstate Commerce Commission (ICC) is an inde-
pendent Federal agency with responsibiiity for the economic
regulation of surface transport~tien. The ICC has broad
powers and responsibilities for the economic regulation of
the U.S. railroad industry and of commercial motor freight
and passenger carriers (tbe "for-hire" interstate trucking
and bus industries). The ICC also has limited regulatory
responsibilities for slurry pipelines and for a small number
of "for-hire" domestic water transportation carriers. There
is serious public and congressional concern that: 1) some
ICC regulatory activities may be unnecessary or even counter-
prcductive, and 2) ICC's management of its regulatory
responsibilities is inefficient and ineffective.

Most U.S. railroad transportation is subject to ICC
economic regulation. Railroads must file tariffs with ICC
which set forth just and reasonable passenger and freight
rate tariffs. ICC exercises control over rates and regula-
tes competition among railroads and between railroads and
motor carriers. ICC approval must be obtained for esta-
blishing and developing new rail freight or private pas-
senger service and for discontinuance or mergers of rail-
roads. The National Railroad Passenger Corporation (Amtrak)
is subject to some but not all ICC regulations applicable to
private sector railroads.

ICC is also responsible for the economic regulation of
common and contract interstate commercial motor freight car-
riers--the for-hire interstate trucking industry--and most
of the intercity bus industry. ULocal (noninterstate) truck-
ing, agricultural trucking, and privately operated trucking
are excluded from ICC regulation. Consequently, ICC regula-
tions do not apply to 58 percent of intercity motor-freight
transportation in terms of ton miles or to two-thirds of all
motor freight transportation in terms of dollar expenditures.
Motor carriers subject to ICC jurisdiction are required to
comply with detailed regulations that control entry into the
interstate bus and trucking industries, the rates charged
for service, and company consolidations and mergers.

ICC exercises more limited authority over slurry pipe-

lines and certain domestic water transportation carriers
which operate coastwise, intercoastally through the Panama
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Canal, and on inland waters of the United States. ICC
jurisdiction over domestic water carriers is extremely
limited, covering only about 6 percent of all domestic water
carrier traffic, and does not include such major categories
as private shippers carrying proprietary cargoes, carriage of
liquid bulk cargoes, and the bulk carriage of three or less
commodities. Regulated pipeline and water carriers must file
tariffs with ICC setting forth just and reasonable rates.

ICC exercises control over minimum rates, and regulates
cartain types of competition between carriers.

Most criticisms of ICC are directed toward ICC regula-
tion of the railroads and the commercial motor carriers.
Many critics believe that ICC forced the railroads to con-
tinue operating passenger services at a loss during the
long decline of rail passenger service after World War II--
with disastrous financial losses for the railroads before
the establishment of Amtrak, and some losses continuing
today for private railroads which still operate passenger
lines. 1ICC still appears to be forcing the railroads to
cross-subsidize small shippers, shippers of some bulk com-
modities, and shippers on lightly used branch lines, by
imposing uneconomic freight rate tariffs and by making it
difficult or impossible to discontinue service. The rail-
road industry has been pParticularly concerned about its
inability to competitively adjust freight rates without
obtaining ICC approval and about the extreme slowness of
ICC proceedings to set new freight rates or to approve
corporate mergers.

In the motor carrier area, criticism is focused
orimarily on JICC's control over competition in the trucking
industry~--through limits on entry, and through detailed
regulation of the specific routes and commodities which can
be carried. Critics assert that thesc rontrols have resulted
in increased freight rates compated to those which would
occur if the motor carrier industry was unregulated. Esti-
mates of this "cost of trucking regqulation” range from $0.5
to $3 billion per year, although a counterestimate by the ICC
has asserted that regulation produces benefits of up to $4
billion per year. Supporters of regulation, including the
American Trucking Association and the Teamsters Union, argue
that trucking requlation has served the Nation well by pro-
ducing a high quality motor freight transportation system.
They believe that deregulation would result in decreased
truck service to small towns and small shippers, and would
cause financial instability within the trucking industry.

Despite the widespread publicity given to these and

other criticisms of ICC regulation of surface transportation,
few major changes have been made in ICC requlatory policies
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and procedures. The Railroad Revitalization and Regulatory
Reform Act of 1976 (4R Act) attempted to give the railroads
greater flexibility in setting and adjusting rail freight
rates, and to streamline the very leagtay and cumbersome
ICC hearing procedures. But there is evidence that the re-
forms intended by the 4R Act have not been fully effective.

During the 94th Congress, the Ford administration in-
troduced motor carrier regulatory reform legislation which

‘would have substantially reduced ICC regulation of the motor

carrier industry. This legislation was not approved by the
Congress. The Carter administration has not yet introduced
motor carrier deregulation legislation in the 95th Congress,
and short-term prospects for congressional passage of such
legislation appear dim.

In recent months, the Senate Governmental Affairs Com-
mittee has issued a report (prepared with our assistance)
which discusses ICC regulatory policy and organization.

The Governmental Affairs Committee analysis calls for the
integration of ICC regulatory policy into a unified national
transportation policy, and recommends giving the Secretary
of Transportation the authority to initiate policy-oriented
rulemaking procedures before the ICC in order to implement
national transportation goals. The ICC itself has also be-
gun to implement a number of reform measures, including
major studies of existing policies and procedures, and
experiments to test the impact of changes in regulatory
practices.

Overall, the limited degree of change which has occur-
red in ICC regulatory policy and practices reflects the
strength of political support for the requlatory status
quo. In the regulated industries, despite support for
modernization and rationalization of ICC regulatory pro-
cedures, there is relatively little support for complete
deregulation. The support of some groups for a relaxation
of government controls over industry is counterbalanced by
the concern of other groups about the possible adverse
effects on consumers of an unregulated laissez~faire
transportation industry. 1In the coming months, the Con-
gress is likely to give attention to evaluating both tkre
continued justification for ICC regulation (i.e. the costs
and benefits) and the effectiveness of ICC regulation in
achieving its intended goals. We anticipate that the
Congress will seriously consider the need to streamline
and update ICC policies and practices to meet modern needs
and requirements. But it seems unlikely that the Congress
will enact the sweeping reforms envisioned by some pro-
ponents of deregulation.
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GAO ACTIVITIES

Our activities relating to this issue over tle past 2
years can be divided into four main areas: 1) evaluations
of the effectiveness of ICC's maragement of the motior
carrier regulatory program, 2) analyses of potential
economic inefficiencies caused by ICC regulation, 3}
evaluations of the implications and impact of less regula-
tion and other regulatory reforms, and 4) evaluations of
ICC requlation of freight railroads.

Much of our work has focused on the effectiveness of
ICC's management of motor carrier regqulation. In December
1976, we reported on the need for improved service to small
shippers. As a result of this report, ICC took corrective
action to revise its recording and reporting procedures
for consumer complaints involving small shipments. 1In
August 1977, we reported on improvements needed in the
regulation of household goods carriers. We recently began
a survey of ICC's field offices in which we will examine
the extent and effectiveness of ICC's compliance and
enforcement activities. We have also recently begun a
review for the Senate Appropriations Subcommittee on
Transportaticn of the effectiveness of ICC actions to pre-
vent weight falsification in the household goods moving
industry.

Our reports have also addressed potential inefficienc-
ies of regulation in areas such as energy conservation and
intermodal piggyback transportation. Our July 1977 report
pointed out that ICC regulatory responsibilities and
objectives are somewhat incompatible with broader energy
conservation goals. 1In February 1978, we reported on the
need for reducing entry restrictions for truckers seeking
temporary operating authority, pointing out that these
restrictions often perpetuate inadequate service and
overly protect regulated truckers. Cost-benefit studies
of ICC regulation done by both ICC and other have reached
widely different conclusions. As discussed previously in
Chapter 2, we are trying to develop a methodology for
quantitatively measuring the impact of ICC regulation
on surface transportation.

To assist the Congress in considering proposed reforms
of ICC motor carrier regulation, we issued a staff study in
June 1978 which (1) discusses the history of ICC regulation
and how conditions have changed since motor carrier regula-
tion began in 1935, (2) explains how ICC regulates tnday,
and (3) outlines the issues and implications of requtatery
reform that should ve considerad before legisle’ '+ _,nanges
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are made. We have recently begun a survey of ICC's regula-
tion of the intercity bus industry.

Petermining the impact of less regulation has been dif-
ficult without actual deregulation experience. ICC's April
1977 expansion of the exempt commercial zones provided the
first large scale shift from regulation to deregulation.

In cooperation with ICC, the Department of Transportation

and the Justice Department, we studied what effects the
expansion had on motor carrier rates and services, and

issued a report in June 1978 finding that the expansion had
little or no effect on carriers and shippers. As a result
of our review, the Transportation Department cancelled a
proposed study on the expanded commercial zones at a savings
of $50,000. Instead, they will use the results of our review.

In the area of railroad regulation, our January 1977
report discussed the problem of freight car shortages and
criticized the ine.lfectiveness of ICC's compliance and en-
forcement programs. In November 1977, we reported on the
need for changes in ICC's procedures for setting freight
car rental rates. We have also monitored ICC's implemen-
tation of the Railroad Revitalization and Regulatory
Reform Act of 1976 (4R Act). In December 1977 we repcrted
on ICC actions needed to increase the effectiveness of
combined truck/rail piggyback transportation. We recently
began a survey of ICC's implementation of regulatory reform
provisions in the 4R Act. We alsc recently began a survey
of ICC efforts to minimize freight car shortages.

Reports Issued Date

Improved service to the small shipper is 12/22/76
needed (CED-77-14)

Efficient railcar use: An update of 1/12/77
the Interstate Commerce Commission's
compliance and enforcement program

(CED-77-21)

Energy conservation competes with 7/8/117
regulatory objectives for truckers

(CED-77-79)

Improvements needed in regulating 8/1/77

household goods carriers (CED-77-104)

Changes needed in procedures for 11/11/77
setting freight car rental rates
(CED-77-138)



Combined truck/rail transportation
service: Action needed to enhance
effectiveness (CED-78~3)

New interstate truckercs should be
granted temporary operating authority
more readily (CED-78-32)

Issues in regulating interstate motor
carriers (CED-78-106)

ICC's expansion of unregulated motnr
carrier commercial zones has had
little or no effect on carriers and
shippers (CED-78-124)

Current Assignments

Survey to identify effects of ICC
regulation of surface transportation

Survey of ICC's implementation of the
4R Act requirements

Survey of ICC's regulation of interstate
bus service

Survey of extent and effectiveness of
ICC's field office compliance and en-
forcement activities

Review of effectiveness of ICC's actions
to prevent "weight bumping” in the house~-
hold goods moving industry

Survey cf ICC efforts to minimize freight
car shortages
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CHAPTER 7

DEVELOPING ECONOMICALLY VIABLE
URBAN PUBLIC TRANSIT SYSTEMS

ISSUE ANALYSIS

The effectiveness of Federal aid to mass transit is the
subject of considerable controversy. On the one hand, Fed-
eral aid (together with even larger amounts of State and
local government aid) has successfully halted the rapid
deterioration of urban public transportation services.
Antiquated equipment and facilities have been replaced in
many transit systems, and the decline in ridership appears
to have ended. On the cther hand, most efforts to promote
urban mass transportation as a socially and environmentally
superior alternative to the automobile have not been succes-
sful. Only about 5 percent of all metropolitan area trips
are made by public transportation. Modern high-speed rail
rapid transit systems, such as San Francisco's BART, have
proved tn be extremely costly and to be relatively ineffec-
tive at raducing automobile use. Also, the $2 billion
gap between fare-box revenues and transit operating costs
is achieving permanent status as a municipal and Federal
budget expense.

The basic causes of the transit industry's economic
problems are clear. As personal incomes have risen, auto-
mobile ownersnip has become increasingly widespread. 1In the
largest cities, the transit industry has retained its tradi-
tional peak-hour travelers from the older suburbs to the
urban central business district. The transit industry has
also retained travelers for whom automobile travel was
impractical--the poor, the old, and the handicapped. But
the transit industry has lost shoppers, other off-peak
travelers, and workers in the new auto-oriented suburbs.

The transit industry has faced a difficult economic
dilemna during the post war era. To retain peak-hour com-
muter ridership, it was necessary to maintain high-capacity
physical facilities and the numerous employees needed to
operate them. However, during the off-peak hours, these
costly facilities and employees were little used. When
fares were raisea, the transit industry lost more riders,
but when services u2teriorated because revenues were in-
adequate to pay for new equipment and to maintain facili-
ties, transit lost even more riders.

Beginning in 196! with amendments to the Housing Act

authorizing loans and demonstration projects for mass
transit, an extensive body of legislation has been enacted
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to provide Federal financial and technical assistance to
urban mass transportation. Recent legislation includes

(1) amendments to the Federal-Aid Highway Act of 1973 per-
mitting State and local governments to transfer Federal
highway funds to mass transit projects and (2) the National
Mass Transportation Assistance Act of 1974 authorizing
Federal operating subsidies for transit systems. These
programs were initially intended to aid financially distres-
sed transit systems in the older cities. More recently,
however, Federal mass transit programs have been directed at
broader objectives, including 1) helping to maintain, improve
and expand existing mass transit systems in order to enhance
the convenience and comfort of travel for the millions of
people who depend on these systems for their daily travel
need; 2) using transit investment as a tool of commupity
development and central city revitalization; 3) supporting
transportation improvements that help to strengthen the
economic vitality of downtown areas and the quaiity of urban
life; 4)improving mobility in low density areas, especially
for those who have no access to or cannot use an automobile,
and 5) alleviatirg the problem of urban air pollution and
reducing the consumption of scarce energy resources.

The Congress is currently considering proposed mass
transit funding legislation, in conjunction with the biannual
revision of Federal highway iegislation. Legislation pro-
posed by the Carter adminictration (H.R. 10578) calls for
only slight increases in current mass transit funding levels,
with annual authorizations for FY 1979 through 1982 ranging
from $3.2 billion to $3.5 bhillion. The House Public Works
and Transportation Committee has proposed substantially
higher authorizations (H.R. 11733). 1In the Senate, mass
transit programs are under the jurisdiction of the Senate
Banking, Housing and Urban Affairs Committee. That Committee
has recommended an annual authosrization of $3.7 billion for
FY 1979-82 (S.2441), and funding in that general range may
have the best chance of final passage.

In its consideration of mass transit legislation, the
Congress is likely to give particular attention to the
following issues:

-~How can the most effective use of Federal dollars be
assured while still maintaining local administrative
flexibility and independence?

--Fuel, equipment and labor costs are rising but fare

box revenues are not: how can future increases in
transit operating deficits be controlled?
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--New rapid rail transit systems such as those in
Washington and San Francisco have proved to be
extremely costly: what should Federal aid policy
be for such systems?

--What can the Federal government do, by regulation or
aid policies, to assist transit systems in providing
adequate cost-effective transit services to the
elderly and handicapped?

~-What will be the impact of the energy crisis on con-
sumer demand for mass transit services?

--What can be done to limit the economic risks and un-
certainties of manufacturing mass transit equipment,
S$0 as to encourage experienced manufacturers to remain
in this industry?

Over the next decade, a number of broader policy issues
are also likely to receive increasing congressional attention.
First, there is growing interest in the Congress in the pos-
sibility of combining mass transit assistance with Federal
aid for urban highway transportaticn. The intent of such a
change would be to improve the control of the Federal govern-
ment over resource allocation and priority setting, to
facilitate congressional consideration of alternate funding
priorities, and to increase the flexibility of State and
local governments in using Federal aid.

A second related issue is the appropriate source of
funds for Federal aid to urban transportation. At present,
Federal aid for urban highways iz financed through user
charges paid by highway users, »" imarily the Federal gaso-
line tax. These charges are acciitulated in the Highway
Trust Fund and earmarkec for hijiway use. 1In this way, a
committed long-term source of funding for Federal highway
aid is assured. In contrast, Federal mass transit aid is
financed from general tax revenues, and subject to major
changes each time new authorizing legislation is required.
Some observers feel that multi-year authorizations for mass
transit can provide sufficient assurances of long-term fund
availability; others feel that a transit trust fund would
be preferable--either as part of a general transportation
trust fund, or as a separate mass transit fund. Some sup-~
porters of a transit trust fund would also support an ear-
marked source of revenue such as the Federal gas tax,
rather than reliance on general tax revenues.

A chird policy issue which is likely to receive in-
creasing attention over the next few years is transit
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financing at the local level. Mass transit has found it
very difficult in recent years to finance costs through

the fare box, that is, through direct user charges. 1If
present consumer preferesnce patterns continue, transit
fares will probably never attain the level needed to repay
operating costs. On the other hand, if rising energy costs
decrease the appeal of private auto travel relative to mass
transit, it may be possible to raise transit fares so they
cover costs. Regional taxes dedicated to mass transit,
already used in a few areas, are likely to be the approach
taken to provide a stable predictable source of revenues.

Finally, it is clear that a major controversy is
developing over the general issue of national urban and
regional development policy. While Federal transit aid pro-
grams tend to have relatively positive impacts on the cities
and older regions such as the Northeast there is concern by
many observers that Federal spending for defense contracts,
highway construction, water and sewer grants and housing
mortgage guarantees is biased in favor of the suburbs and
the newer regions of the country such as the Southwest. For
these critics, Federal urban policy (or the lack thereof) is
among the chief causes of urban and regional decline. In
contrast, other groups argue that Federal urban and regionail
spending patterns are necessary responses to the dynamics of
national growth and regional development. Whatever the out-
come, this issue promises to be a source of increasing
controversy over the next decade.

GAO ACTIVITIES

Our work relating to this issue over the past 2 years
has been relatively limited. 1In August 1976, we reported on
the purchase of a commuter ferry system for San Francisco
Bay. In November 1976, we criticized the use of Federal
transit funds in Chicago to buy and later replace unreliable
two-way radios. As a result of our Chicago report (and our
previous March 1976 report on the effectiveness of rapid
transit grants), the Urban Mass Trarsportation Administra-
tion (UMTA; established a policy for the use of new or
improved products in .apital grant projects, including
procedures requiring grantees to determine the reliability
of new equipment before it is purchased. UMTA also began a
project to specifically evaluate the reliability and effect-
iveness of the Chicago system's communication equipment.

In December 1976, we reported on the low priority that
UMTA had given to aiding privately owned transit companies
and recommended that private companies receive equal treat-
ment with public transit systems. Our March 1977 report
discussed UMTA's efforts to aid the elderly and the
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handicapped in obtaining adequate transit service. Our June
1977 report discussed funding problems experienced by the
Washington Metropolitan Area Transit Authority METRO rail
transit system.

In April 1978, we reported on the need to develcp
transit performance evaluations of efficiency and effective-
ness. We also responded to several congressional requests
for direct asistance involving UMTA's contract and grant
management policies and procedures, including requests fro
the Senate Appropriations and House Government Operations
Committees. 1In July 1978, we reported on the need for more
Federal leadership in administering transit programs for
small urban and rural communities. In August 1978, we is-
sued a letter report to the Washington Metropolitan Area
Transit Authority on the need to improve security over
cancelled farecards.

As discussed in Chapter 2, we also conducted three
assignments relating to the issue of national transportation
policy which are closely related to the issue of mass transit.
In October 1977, we reported on the administrative confusion
and other hindrances to coordination of the 114 Federal
programs that provide financial aid for the transportation
of people. In March 1977, we reported on the reasons why
cities have not used Federal-aid urban system highway funds
for mass transit projects under a 1973 amendment permitting
such use. In March 1978, we issued a report on the neced
for intermodal planning by State and local transportation
agencies in making future transportation decisions.

Currently, we are conducting seven assignments relating
to mass transit. We are reviewing 1) the effectiveness of
UMTA's mass transit fixed guideway planning and grant appli-~
cation processes, 2) UMTA's efforts to encourage low or non-
capital solutions to local transit needs, 3) the operations
of the Regional Transportation Authority of Northeastern
Illinois, 4) a rail industry market analysis of the inter-
national urban railcar market, 5) the bus and rail opera-
tions of the Washington Metropolitan Area Transit Authority
(WMATA), 6) WMATA's rail warranties and muintenance costs,
and 7) WMATA's cost estimating procedures.

Reports Issued Date
Follow-up on status of commuter 8/3/176

ferry system for San Francisco
Bay (CED-76-131)
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Federal funds used in Chicago to 11/22/76
procure, and later replace, un-

reliable communication equipment

(CED-77-5)

Private companies should receive 12/10/76
more consideration in Fed- al
mass transit programs (CEL 77-8)

Why urban system funds were 3/18/77
seldom used for mass transit
(CED-77-49)

Mass transit for elderly and 3/25/17
handicapped persons: Urban Mass

Transportation Administration's

actions (CED-77-37)

Effect of Federal mass transit 4/25/78
formula assistance grants (CED-78-100)

Need to resclve METKO funding 6/29/77
(PSAD-77-123)

Hindrances to coordinating 10/17/77
transportation of people

participating in Federally

funded grant programs,

Volumes I and II (CED-77-119)

Making future transportation 3/16/78
decisions: intermodal plan-
ning needed (CED-78-74)

Need for more Federal leacdership in 7/3/78
administering nonurbanized area public
transit activities (CED-78-134)

Washington Metropolitan Area Transit 8/21/178
Authority needs to improve its security

over cancelled farecards (Letter report

to the Authority)

Current Assignments

Survey of Federal efforts

to increase the efficient use

of existing urban transportation
resources in urbanized areas
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Review of the Regional Transporta-
tion Authority of Northeastern -
Illinois

Review of mass transit fixed guide-
way planning and grant application
processes

Review of an industry analysis oZf
the international urban railcar
market

Survey of Washington Metropolitan
Area Transit Authority (WMATA)
bus and rail operations

Review of METRU rail warranties
and maintenance costs

Review of cost estimating procedures

of the Washington Metropolitan Area
Transit Authority (WMATA)
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CHAPTER 8

DETERMINING THE ROLE OF
INTERCITY RAIL PASSENGER SERVICE
IN THE U.S. TRANSPORTATION SYSTEM

ISSUE ANALYSIS

The Congress decided in 1970 that a stepped-up Federczl
effort was needed to halt the decline of intercity passenger
train service in the United States and to retain and re-
vitalize a realistic national network of rail passenger
routes. The Rail Passenger Service Act, enacted in October
1370, involved the Department of Transportation in selecting
a national network of routes and created the for-profit but
quasi-public National Railroad Passenger Corporation to take-
over, manage and develop the routes. The corporation, known
as Amtrak, was incorporated on March 30, 1971, and began
operations on May 1, 1971.

Individual railroads joined Amtrak by contributing
capital, transferring rail passenger equipment, or providing
future service. Railroads which joined Amtrak were relieved
of their own responsibility for operating intercity rail pas-
senger service but were required to operate certain passenger
service for Amtrak. Under the program authorized by the Rail
Passen¢ger Service Act, Amtrak is charged with developing,
operating, and maintaining a safe, modern and efficient
national rail passenger system. It operates, both directly
and through contracts with operating railroads, about 1,500
trains per week over about 27,000 route miles. It also
manages a capital improvement program designed to upgrade
equipment and facilities.

Amtrak has received substantial Federal subsidies since
its inception. From Amtrak's beginning in May 1971 through
September 1977, it generated revenue of almost $1.5 billion,
but incurred operating expenses of more than $3.3 billion.
During the same period the Federal govenment provided opera-
ting subsidies of about $1.6 billion, loan guarantees of
$900 million and grants of more than $229 million for Amtrak's
capital acquisitions and improvements.

Amtrak has grown substantially since it began operations
in 1971. The number of Amtrak routes has increased from 25
to 40, the number of trains per week is up 20 percent, and
the train miles per week are up 40 percent. Yet, ridershidp
has not kept pace with the system's expansion. Amtrak
carried 19.2 million passengers in 1977 compared to 16.6
million in 1972, an increase of only 15.6 percent. Amtrak's
load factors, expressed as passenger miles per train mile
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have also gone doﬁn steadily, from 126.81 in late 1974 and
early 1975, tn 103.81 in fiscal year 1976. The latest data
show that this statistic is now below 100.

Amtrak has identified several routes as being potential
corridors which may warrant developmen! along the same lines
that the Congress authorized for the Rortheast Corridor.
However, as we testified before the House Interstate and
Foreign Commerce Committee on March 20, 1978, Amtrak's pro~
spects for economic success on these additional corridors
appear to be bleak. Although Amtrak considers them to be
some of its best routes, there simply are not enough peopie
riding the trains to pay for the service.

Our audit work at Amtrak strongly indicates that if
Amtrak's subsidy is to be reduced significantly, substantial
reductions in rail passenger service will be necessary.
These reductions would entail discontinuation of some of
Amtrak's least-used and most heavily subsidized routes.
Amtrak's 7-year experience shows conclusively that under
current conditions, all but about one percent of intercity
travelers in the United States prefer other modes of
transportation. Air travel is much quicker and more
convenient for time-sensitive travelers, smoother and more
comfortable (especially considering the comparatively short
time the traveler occupies the airline), and, on longer
trips, air travel is in the same price range as Amtrak.
Busses go more places than Amtrak, and bus travel is some-
what cheaper. Automobiles give travelers more control owver
where and when they go, are convenient to have at the desti-
nation points, and are perceived as being much cheaper than
the train, particularly when more than one traveler is
involved. Under current conditions, Amtrak cannot offer
most intercity travelers a service that is as good as the
available alternatives.

The exception that seems to prove the rule is the
Northeast Corridor, where the train offers comparatively
high speed, low fares, and where the major cities along
the route have adequate public transportation minimizing
the convenience value of the automobile. In 1677, North-
east Corridor operations accounted for 57 percent of
Axtrak's total ridership, 31 percent of Amtrak's revenues
and only 24 percent of Amtrak's costs.

Because of these factors, Amtrak's attempted revital-
ization of the passenger railroad system has not produced
the results predicted by its early backers. More than one-
half of the cost of each Amtrak ride is subsidized by the
Federal Government. The quality of service still draws
many complaints from the public and many of these
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complaints receive widespread media attention. Most
importantly, Amtrak appears to be lusing larger and larger
amounts of money each year, which must be pa.d for with Fed-
eral subsidies.

Amtrak's monthly financial losses anc¢ Federal subsidy
requirements have generated substantial pu»slic and congres-
sional concern with Amtrak and the national rail passenger
system. In March 1978, we testified before both the House
Interstate and Foreign Commerce Subcommittee on Transporta-
tion and Commerce, and the Senate Commerce, Science and
Transportation Subcommittee on Surface Transportation,
on Amtrak's costs and operating results. The House
Appropriations Subcommittee on Transportation has introduced
legislation (H.R. 11089) to put Amtrak under direct Federal
control. Such legislation would formally recognize that
Amtrak is not going to become profitable, and will require
substantial Federal subsidies for the indefinite future.
Congress has also directed the Department of Transportation
to study rail passenger service needs throughout the country
and propose a restructured route system for Congressioral
approval. This sti 7 is to be completed 1in December 1978.
In May 1978, Secretary of Transportation Adams released the
Preliminary results of this study, recommending an 18,900
mile route system. The study estimated that the current
system would require a $1 billion annual subsidy by 1984--
versus an $800 million subsidy for the DOT-recommended
system.

Current uncertainties about the role intercity rail
passenger service will eventually play in the U.S. trans-
portation system make it difficult to predict how much
national effort and resources will be devoted to-the
industry in the 1980's and beyond. Some authorities have
suggested that if the nation develops a system of high-speed
trains that are reasonably economical and self-sufficient,
rails might become a more popular mode of intercity travel.
However, past experience suggests Amtrak will not make
significant inroads on the intercity travel market unless
one of the other modes is disrupted, and costs will continue
to increase faster than revenues or ridership. Another
possibility is that growing energy costs will encourage some
diversion of traffic from other modes to raijl passenger
service--but many observers feel this may be unlikely.

A growing body of opinion is that the future role for
intercity rail passenger service will be in the heavily
populated areas of the Nation such as the Northeast Cor-
ridor, and that routes over long distances through rural
areas can never become economically or socially justifiable.
It is possible that new regional trangsportation agencies will
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be created specifically to develop and operate passenger
transportation in areas such as the Northeast Corridor.

In the immediate future, it seems likely that the Con-
gress must decide whether to maintain the present intercity
rail passenger system at its current service levels and
accept the resulting requirements for Federal subsidy, or
to reduce Federal subsidy requirements by reducing service
in appropriate parts of the system. We expect that the
Congress will look to us for much of the information it
will need to decide Amtrak's future.

GAO ACTIVITIES

Our activities relating to their issue over the past
2 years have included audits of specific Amtran management
problems and broader investigations of Amtrak's overall
economic situation and prospects for future profitability.
During FY 1977, most of our efforts were devoted to an
audit of Amtrak's incentive contract program. Under this
program, Amtrak gives incentive awards to its operating
railroads in order to encourage on-time perfo:mance and
better maintenance. In our June 1977 report, we criticized
this program as ineffective, and recommended that Amtrak
tighten 1ts incentive contracts and set higi.er standards
for incentive eligibility. This report was our annual
performance audit of Amtrak activities, as required by the
Rail Passenger Service Act. Amtrak has tightened these
provisions in subsequent incentive cont.acts.

Also during FY 1977, we provided :»:tensive direct as-
sistance to both the House and Senate Appropriations Sub-
committees on Transportation. We prepar~d an oral report on
Amtrak's five year financial plan for the House subcommittee,
and conducted investigations of Amtrak's minority contracting,
and research and development activities for the Senate sub-
committee.

During the past fiscal year, our work has focused on
Amtrak's overall economic situation and on Amtrak's prospects
for future profitability. We have investigated the most
promising area for rail passenger service--high density
intercity corridors--and issued a report on this subject in
April 1978 as our annual required performance audit of
Amtrak. For the House Appropriations Subcommittee on
Transportation and the House Interstate and Foreign Com-
merce Subcommittee on Transportation and Commerce, we are
currently reviewing Amtrak's costs and ability to reduce
costs while operating its presant system. We testified on
thie subject before the House Interstate and Foreign
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Commerce Subcommittee on Transportation and Commerce, and be-
fore the Senate Commerce, Science and Transportation Sub-
committee on Surface Transportation in March 1978, and issued
our report in May 1978. We prepared an analysis of Amtrak's
financial plan and suggested ways to improve future plans.

We are about to complete a review of Amtrak's worst routes,
and the financial implications of continuing to operate

them. We recently began a review of Amtrak's inventory and
property control programs, as our annual required performance
audit of Amtrak for FY 1979. We also began a review of the
impact of Amtrak's fare structure on the intercity bus in-
dustry.

Reports Issued Date

Amtrak's incentive contracts with
railroads--considerable cost, few
benefits (CED-77-67) 6/8/77

An analysis of Amtrak's five year
plan (PAD-78-51) 3/6/78

Should Amtrak develop high-speed
corridor service outside the
Northeast? (CED-78-67) 4/5/78

Amtrak's subsidy needs cannot be
reduced without reducing service
(CED~78-86) 5/11/78

Current Assignments

Review of economics, services,
and other implications of
maintaining highly unprofitable
rail passenger routes

Review of Amtrak's inventory and
property control programs
(Annual performance audit of
Amtrak for FY 1979)

Review of the impact of Amtrak's

fare structure on the intercity
bus industry
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CHAPTER 9

DEVELOPING A SAFE,
EFFICIENT, AND RELIABLE
AIR TRANSPORTATION
SYSTEM

ISSUE ANALYSIS

Federal involvement in the U.S. air transportation
system can be broadly divided into two major categories, 1)
economic regulation of the commercial air carrier industry,
ard 2) the development of a safe and efficient national
air transport system. Each of these areas present difficult
and complex problems which require priority attention in our
audit work.

Economic regqulation

Economic regulation of the commercial air carrier
industry--authorization to enter the industry, selection
of intercity routes, and control over the establishment
of passenger fares and cargo rates--is administered by the
Civil Aeronautics Board pursuant to the Federal Aviation
Act of 1958. By controlling entry into the industry, CAB
controls the amount of competition that exists. In exchange
for being allowed to overate under reduced competition, the
regjulated air carriers give up some control over the fares
and rates they charge and the kind of service (routes) they
provide. The CAB-air carrier relationship also implies
some Government responsibility for the financial health of
the regulated companies. Legislation deregulating domestic
air cargo opearations (P.L. 95-163) was enacted in November
1978, and CAB now exercises only very limited controls over
the air cargo industry.

The general objectives of air carrier economic regula-
tion are to protect the public interest by encouraging

--an adequate and financially stable industry;
--equitable distribution of service to all customers;

--service to all deserving communities or customers who
would not justify service in purely economic tzarms;

--stable, uniform, and nondiscriminatory fares and rates;
and

~-a system that promotes the inherent advantages of air
transportation.
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Critics of CAB regulation believe that these objectives
have produced increased costs for air travelers, and that
air fares would decrease if competition were not regulated.

Legislation providing for regulatory reform of airline
domestic passenger operations is currently being considered
by the Congress. The major thrust of this legislation (S.
2493 and H.R. 12611) is to emphasize competitive market
forces as the primary governing factor in the domestic air
transport industry. Increased competiticn would be permit-
ted within the industry by establishing pricing flexibility,
reducing barriers to entry into the industry, and redvcing
restrictions on domestic air carrier operations. Recent
CAB actions have also de facto deregulated the airlines to
some extent, providing greater freedom to change fares with-
out prior CAB approval, and a liberalized attitude toward
granting new routes. CAB has recently announced plans to
increase freedom of entry into the airline industry even
further.

A related issue involves U.S. international aviation
policy. Groups dissatisfied with the results of the
recent bi-lateral air agreement between the U.S. and Great
Britain have expressed concern abcut the goals and objec-
tives of U.S. international aviation policy. Many groups
in the aviation area have also expressed concern about the
adequacy of the present Federal organizational structure
tarough which the international aviation policy is admin-
istered, and both we and the current Secretary of Trans-
portation have recommended changes to centralize Federal
responsibilities.

Safety and efficiency

The development of a safe and efficient national air
transport system is the responsibility of the Federal
Aviation Administration (FAA). To accomplish this, FAA
conducts research; promulgates equipment and personnel
standards; inspects and certifies airports, aircraft, and
pilots; and operates a national air traffic control and
navigation system for the orderly, safe, and efficient
movement of aircraft through the U.S. air space. In
addition, FAA provides grants for airport planning and
construction and partly finances air traffic and naviga-
tion facilities and equipment from aviation trust fund
revenues received from taxes on passenger fares, freight
bills, and fuel. These activities are authorized by the
Federal Aviation Act of 1958 and the Airport and Airway
Development Act of 1970.
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FAA's programs cost in excess of $2 billion annually,
and some critics believe that a larger share of FAA's costs
should be recovered through charges on users of the national
air system. At the direction of Congress. the Department of
Transportation conducted a study in 1973 which showed that
costs should be allocated as follows: 50 percent to air
carriers, 30 percent to general aviation, and 20 percent to
the public sector to support military and government flying.
The present user charge structure recovers only about 55
percent of total Federal costs from nonpublic users. The
DOT study concluded that a more reasonable user charge
system was needed to provide stronger incentives for overall
efficiency. The 1973 study recommendations were not adopted
and a restudy is underway with a view toward resubmitting
this matter to Congress for further consideration.

In 1976, U.S. air carriers recorded the lowest number
of accidents in commercial aviation history. In comparison
to other modes of domestic passenger transportation, air
carriers have by far the fewest number of fatalities
per passenger mile. General aviation, which historically
has had a far greater number of accidents and fatalities
than air carriers, also improved on its safety record
in 1976. Despite these improvements, air taxi operators
have an accident rate 7 times greater than air carriers.
This is alarming considering that this category of
general aviation includes commuter airlines th.t enplane
more than 6 million pascfengers annually. Enactment of
the airline regulatory reform legislation could result
in a dramatic expansion of ~ommucer airlines as a major
class of U.S. air carriers.

Differences in air carrier and air taxi accident rates
may be partly attributable to the differences in the safety
standards and requirements FAA imposes on these categories of
aviation. Generally, FAA's regulation parallels the degree
of economic regulation imposed by CAB; i.e. the highly CAB-
regulated trunk and local service airlines (such as American,
Eastern, Alleghany and Frontier) have the most stringent
safety requirements whereas the less regulated carriers,
such as commuter airlines and air taxis, have fewer safety
rules to meet.

Like many other businesses, the airlines continue to be
plagued by :: 'ing costs, including those associated with FAA
safety reguirements. Many of FAA's safety and noise standards
and regulaticns require equipment additions or modifications
to the carriers' fleet which can be extremely costly. FAA is
beginning to critically examine its sarety requirements to
determine which have overall social benefits. The objective
is to achieve a program of reasonable actions in the public
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interest, insuring incremertal improvements in safety each
year commensurate with advancing technology, improved
facilities, and consideration of other Federal priorities
such as energy conservation and the control of inflation.
Legislation (H.R. 8729 and 11986) has been introduced which
would provide airlines with financial assistance in retrof-
Ltiting, re-engineering, or replacing noisy aircraft.

Delays encountered in the air traffic s7stem are also
cestly to the airlines, amounting to more than $195 miliion
in 1975. Without appropriate increases in the capacity
of the air traffic system, delays are expected to increase
substantially in future years. To help solve this prablem,
FAA has underway a research and develcpment program for
upgrading the air traffic system. FAA studies of non-
technical alternatives to physically expanding the airport/
airway system, such as peak-hour pricing and quotas at
airports, indicate that peak-hour pricing and quotas could
effectively relieve aircraft congestion and delay and
improve the flow of air traffic. However, economic and
institutional constraints may limit the practical value of
these changes.

The FAA has forecast a substantial increase in air
travel and related activities over thz next 12 years.
Passengers on U.S. airlines are expected to increase by
80 percent, from 232 million to over 418 million. Airline
flights will increase at a somewhat slower rate as wide-body
aircraft gradually replace narrow-body types and as pas-
senger load ractors increase. The highest growth rate is
forecast for commuter airlines which should experience an
annual passenger growth rate of 7.5 peccent. Revenue
passenger miles for commuters are expected to triple and
operations double. The general aviation fleet is expected
to increase by 65 percent and the number of hours flown
will reach 60 million compared to 36 million today. The
number of general aviation pilots will jump from 740,00 to
1,120,000.

The potential growth in aviation activity can be ex-
pected to result in a greater number of aircraft ancidents
and fatalities if no further improvements are made in
reducing accident rates. Increased growth will also impact
on FAA's workload. FAA has efforts underway to accomodate
this growth through increased productivity; such as techno-
logical advances in air traffic control, improved operating
and management procedures in regulatory activities, and °
improved reliability and maintenance for facilities and
equipment. However, without appropriate increases in pro-
ductivity, considerable staff increases could be needed.
Lower or higher growth rates than considered in FAA's
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forecast could affect the timing of plann.d technological
advances and staffing needs. Increased inefficiencies in the
air traffic system could occur if techneclogical adva:.ces or
nontechnological alternatives are not ready for implementa-
tion when' the need arises. For example, at least a 5 year
lead time is needed to obtain and train air traffic control-

lers.

Assuming continuing U.S. economic growth it is likely
trhat substantial additional airport capacity will be needed,
including additional airports, a fourth generation air
traffic control system, larger aircraft and supporting
terminal facilities, and a scheduling system that would
minimize peak-hour problems at airports yet ensure high load
factors. By 1985, all air carrier aircraft are to meet
FAA's noise standards. Until this goal is achieved, air-
craft noise will continue to constrain the growth of air
transportation. Future airline profit levels are uncertain
because of the likelihood of airline deregulation, and the
airline industry may experience difficulties in obtaining
sufficient financing to purchase sufficient financing to
purchase needed capital equipment. Uncertainties about
future financial support by Federal, state, and local
governments will also influence the expansion of the
aviation system.

Aviation is expected to continue to rely on petroleum
as a fuel source over the next 25 years. Improvements in
technology will make aircraft engines more efficient and
the availability of alternative energy sources for non-
transportation use should make petroleum more available
to aviation. However, the long run prospects of adequate
petroleum supplies and reasonable fuel prices for the
aviation use are not clear, and a energy shortage could
have significant adversz effects on the long-range demand
for air transportation.

GAO ACTIVITIES

Our activities relating to this issue over the past
2 years have focused on aviation safety, economic regula-
tion, and the long-range needs of the air transportation
system. In the aviation safety area, our November 1976
report criticized FAA for lack of efforts to ident‘ iy
civilian pilots with medical problems. This report was
followed by a January 1977 letter report. to FAA recommending
that physicians be given immunity so that they will report
medically unfit airmen to FAA and a March 1978 report
recommending stronger actions to identify and reduce alcohol
use among civilian pilots. We briefed the staff of the
House Government Operations Subcommittee on Government
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Activities and Transportation on FAA's ability to assure

air safety after regulatory reform. In another briefing,

we provided a Congressman's staff with information on the
safety of an airport in the Congressman's district. Cur-
rently, we are reviewing the differential safety requirements
applied to some aircraft operations because of their economijc
regulatory status, zt the request of the House Committee on
Government Operations.

Also in the aviation safety area, the Federal Aviation
Administration (FAA) made several major changes in response
tc our recommendations in earlier (pre-July 1976) reports.
During FY 1976, FAA increased its participation in the
certification of light aircraft safety partly in response to
our June 1973 report to the House Governmen: Operations
Committee on the need for improvements in identifying and
correcting light aircraft safety defects. In November 197¢,
FAA revised its procedures for responding to National
Transportation Safety Board recommendations, including
provisions for monitoring and follow-up of promised Faa
actions, for reviewing responses to previous Safety Board
recommendations, and for periodic meetings with the Safety
Board, in response to recommendations in our March 1975
report on this subject.

Our work in the area of economic requlation received
particular attention by the public, the Congress, and tre
news media. For the Senate Judiciary Subcommittee on Acémin--
istrative Practice and Procedure, we prepared two reports
(issued in February 1977) which examined airline costs and
fares and the potential consequences of airline deregulation.
We reported in August 1977 on the Faderal airline cubsidy
program administered by CAB, and recommended complete re-
vision of the program. We provided extensive direct assist-
ance to the House Public Works and Transportation Subcommit-
tee on Aviation, including information on the {inancial
impact of regulatory reforw proposals. Our work ir this
area has been recognized by the CAB as a major factor in
the CAB's recent decision to relax regulatory controls
over airline fare setting and rout> awards.

Also in the area of ecconomic regulation, we briefed the
staff of the Senate and House committees handling the econo-
mic regulatory reform legislation regarding the inclusion in
pending bills of an access to airline records clause. This
would provide us the authority to review airline operations
as part of our review of CAB activities. We also provided
the Senate Committee on Commerce, Science and Transporta-
tion's Subcommittee on Aviation with a letter analyzing
Eastern Airline's testimony before the Subcommittee,
regarding our February 1977 report on the lower air fares
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that could result from a less regulated industry. In July
1978, we reported on ways that the CAB can increase consumer
protection for airlines passengers. Currently, we are study-
ing CAB's verification of airline financial and operating
data.

In the area of long-term aviation needs, we reported in
August 1977 on the need for effective aviation fuel conserva-
tion programs. We also test.fied before the House Ways and
Means Oversight Subcommittee on the Federal airport and air-
ways trust fund. Currently, we are conducting a comprehen-
sive review of airport problems, plans and programs, and a
study of ways to increase airport/airway capacity through
peak hour pricing an# other non-capital alternatives. 1In
connection with our review of airport problems, we reported
in August 1978 on the need for better agscasment of the
envirornmental effects of airport development. As part of
our review of airport problens, we are addressing the
feasibility of using more of the airport and airways trust
fund for improving safety equiprent at airports. We are
currently reviewing FAA's microwave landing system. We
reviewed FAA's Second Career training program for dis-
qualified air traffic controllers, issuing 2 letter report
to FAA ¢on management of the program in May 1978, and a
report to the Congress in July 1978 recommending that the
program be discontinued. We also reported on international
aviation policy issues in 2 March 1978 report to the
Congress.

Reports Issued Date

The Federal Aviation 11/3/76
adminis.vation should

do more to detect

civilian pilots having

medical problems (CED-76-154)

Physician immunity needed for 1/27/77
reporting medically unfit
airmen to FAA (Letter report)

Lower airline costs per pas- 2/18/°117
senger are possible in the

United States and could

result in lower fares (CED-77-34)

Comments on the study: 2/25/717
"Consequences of Deregulation

of the Scheduled Air Trans-

portation Industry" (CED--77-38)
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Using aviation resources in the
United States more effectively
. (LCD-76-445)

Eppley Airfield, Nebraska:
Problems caused in Council
Bluffs, Iowa (CED-77-73)

Effective fuel conservation
programs could have saved
millions of gallons of fuel
(CED-77-98)

Why the Federal airline
subsidy program needs
revision (CED-77-114)

The critical role of government
in international air transport
(ID-77-50)

Stronger Federal Aviation
Administration requirements
needed to identify and reduce
alcohol use among civilian
pilots (CED-78-58)

Navigation planning--need for a
new direction (LCD-77-109)

FAA's management of air traffic
controller activities and programs,
(Letter Report to FAA Administrator)

Second career training for air
traffic controllers should be
discontinued (CED-78-131)

Airline passengers: are their
consumer rights protected?
(CED-78-143)

Environmental effects of airport
development: better assessment
needed (CED-78-156)

Current Assignments

Review of airport problems,
plans and programs
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3/31/177

5/27/77

8/15/77

8/19/77

2/17/78

3/2G/78

3/21/78

5/11/78

7/29/78

7/20/78

8/22/78



Review of aircraft operations
which do not meet appropriate
FAA safety regulations

Survey of CAB's verification
of airline financial and
operational data

Survey of increasing airport/
airway capacity through peak
hour pricing and other non-
capital alternatives

Review of FAA's microwave
landing system
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APPENDIX 1 APPENDIX I

ORGANIZATIONS INVOLVED
IN TRANSPORTATION

FEDERAL AND FEDERALLY-SUPPGRTED AGENCIES

The Federal government is involved in many programs
which impact on the U.S. transportation system. Some of
the most important Federal transportation programs are
administered by the Department of Transportation. How-
ever, at least 22 other Federal agencies also conduct
transportation-related programs, ranging from the aviation
and marine weather services of the Commerce Department's
National Oceanic and Atmospheric Administration to the
inland waterway development projects of the Army Corps
of Engineers.

A detailed description of Federal transportation pro-
grams and expenditures is presented in cur staff study,
"U.S. Transportation System--Federal Role and Current
Policy Issues" (RED-76-34)., The major Federal and federa-
lly-supported agencies which administer transportation-

related programs are:

Federal agency

Civil Aeronautics Board
Council on Environmental Quality
Depairtment of Agriculture:
Forest Service
Department of Commerce:
Maritime Administration
National Oceanic and Atmospheric
Administration
Department of Defense:
Military Research and Development
U.S. Army Corps of Engineers
Panama Canal Company
Department of Energy
Federal Energy Regulatory Commission
Department of Housing and Urban
Development
Department of the Interior:
Bureau of Indian Affairs
Bureau of Land Management
National Park Service
Department of State
Department of Transpor’:ation
Office of the Secretary
U.S. Coast Guard
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Mode

Air
All

Highway
Water
Air and water

Air and Water

Water

Water

All

All

Air, highway, and
transit

Highway

Highway and pipeline

Highway
Air and water

All
Water
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Federal Aviation Administration

Federal Highway Administration

Federal Railroad Administration

National Highway Traffic Safety
Administration

Research and Special Programs

APPENDIX I
Air
Highway and transit
Rail and transit

Highway and transit

Administration All
Saint Lawrence Seaway
Development Corporation Water
Urban Mass Transportation
Administration Transit
Department of the Treasury All
Environmental Protection Agency All
Federal Maritime Commission Water

Interstate Commerce Commission Highway, slurry
pipeline, rail,
transit and water

National Aeronautics and Space

Administration Air
National Transportation Safety Board All
Tennessee Valley Authority Water
U.S. Railway Association Rail

Federally-supported agency Mode

National Railroad Passenge: Ccrporation (Amtrak) rail
Consolidated Rail Corporation Rail
Washington Metropolitan Area Transit Authority Transit

CONGRESSIONAL COMMITTEES

Because of the numerous Federal programs and activities
i the U.S. transportation System, many congressional commit-
tees have responsibilities relating to sume aspect of trans-
portation. A special effort has been made to brief these
committees on the progress and findings of our audic work irn
transportation. Regular briefings are conducted for the
House and Senate Appropriations Subcommittees on Transporta-
tion to discuss all of our transportation assianments. In
addition, briefings are regularly held with with the ap-
propriate subject-area committees to discuss our work on
specific audit assignments and reports. As appropriate,
telephone discussions and informal briefings are used to
coordinate planned and ongoing assignments with pertinent
subject-area specialists in the Congressional Budget Office,
Congressional Research Service and Office of Technology
Agssessment.
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Committees with responsibilities in transportation,
including committees with broad transportation-related

charters or with jurisdiction over one of the ma
transportation agencies, are listed below.

Program
House committees category
1. Appropriations:
a. Public Works Ffacilities
b. Transportation All

2. Banking, Finance and
Urban Affairs
a. Housing and Community
Development Financial
3. Government Operations
a. Government Activities

and Transportation all
4. Interstate and Foreign
Commerce
a. Zonsumer Protection and
finance Safety
b. Transportation an.
Commerce All
5. Merchant Marine and
Fisheries
a. Coast Guard and
Navigation all
b. Merchant Marine all
6. Public Works =nrd
Transportation
a. Aviation All
b. Surface Transportation All
c. Water Resources All

7. Science and Technology:
a. Aviation and Transportation
Research and Development Research

Senate committees

l. Aeronautical and Space Sciences Research
2. Appropriations

a. Public Works Facilities
b. Transportation All
3. Banking, Housing and Urban Financial
Affairs

4. Commerce, Science and
Transportation
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Mode

Water
All

Transit

All

Highway
Rail and
Water

Water
Water

Air
All
Water

All

Air

Water
All
Transit
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&. Aviation All Air
b. Mercha:r. Marine All Water
c. Surface .ransportation All All (except
air)
5. Environment and Public Works
a. Transportation All all
b. Water Resources Water Water
6. Governmental Affairs all All
7. Judiciary:
a. Antitrust and Monopoly Regulation All

Congressional commission

1. National Transportation Policy
Study Commission All All

PRIVATE SECTOR LOBBY GROUPS

Transportation industry trade associations and consumer
movement lobby groups play a major role in communicating the
views of the private sector on national transportation is-
sues to the Congress and the executive branch. Most of
these lobby groups are Washington-based, and can provide
background information and statistics on transportation
problems as well as informed criticisn of current Government
programs and policies. Some of the most active private
sector lobby groups are listed below.

Lobby Group Mode

Ad Hoc Committee for Airline Regulatory Reform Air
Aircraft Owners and Pilots Association Air
Airport Operators Council International, Inc. Air
Air Transport Association Air
American Association of State Highway and

Transportation Officials all
American Automobile Association Highway
American Bus Association Highway
American Institute of Merchant Shipping Water
American Public Transit Association Transit
American Trucking Associations, Inc. Highway
American Waterways Operators, Inc. Water
Association of American Railroads Rail
Association of 0il Pipe Lines Pipeline
Center for Automotive Safety Highway
Insurance Institute for Highway Safety Highway
Lake Carriers' Association Water
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Motor Vehicle Manufacturers Association
National Waterways Conference, Inc.
Slurry Transport Association
Transportation Association of America
Water Transport Association

PRIVATE RESEARCH ORGANIZATIONS

APPENDIX I

Highway
Water
Pipeline
all
Water

Private research organizations also provide an important
source of independent views, expert analysis and background

information on transportation problems.

Many of these orga-

nizations are university research institutes, which provide
laboratory facilities, computers and libraries, for profes-

sors and students to conduct academic research.

Such research

is funded by universities, private sector sponsors, and Gover-

nment agencies.

Other private research organizations include

independent non-profit research institutes and profit-making

research coporations.

These organizations primarily perform

contract research for private industry and governmental

clients.

Some of the most prominent private research orga-

nizations now active in the transportation area are listed

below.

Organization

American Enterprise Institute, Center for the
Study of Government Regulaticn

Arthur D, Little, Inc.

Batelle Memorial Institute

Brookings Institution

Calspan Corporation

Johns Hopkins University, Applied
Physics Laboratory

Massachusetts Institute of Technology,
Center for Transportation Studies

National Academy of Sciences, Transportation
Research Board

Northwestern University, Transportation Center

SRI International

Rand Corporation

Southwest Research Institute

Texas A&M University, Transportation Institute

The MITRE Corporation (METREK Division)

The Urban Institute

University of California, Institute of
Transportation and Traffic Engineering
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Type

Non-profit
For-profit
Nonprofit
Nonprofit
For-profit

University
University

Non-profit
University
Nonprofit
Nonprofit
Nonprofit
University
Norprofit
Nonprofit

University
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University of Michigan, Highway Safety

Research Institute University
University of North Carolina, Institute

of Highway Safety University
(995024)
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