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NATIONAL COOPERATIVE HIGHWAY RESEARCH PROGRAM

Systematic, well-designed research provides the most effec-
tive approach to the solution of many problems facing high-
way administrators and engineers. Often, highway problems
are of local interest and can best be studied by highway
departments individually or in cooperation with their state
universities and others. However, the accelerating growth of
highway transportation develops increasingly complex prob-
lems of wide interest to highway authorities. These problems
are best studied through a coordinated program of coopera-
tive research.

In recognition of these needs, the highway administrators
of the American Association of State Highway and Transpor-
tation Officials initiated in 1962 an objective national
highway research program employing modern scientific tech-
niques. This program is supported on a continuing basis by
funds from participating member states of the Association
and it receives the full cooperation and support of the Federal
Highway Administration, United States Department of
Transportation.

The Transportation Research Board of the National Re-
search Council was requested by the Association to ad-
minister the research program because of the Board’s recog-
nized objectivity and understanding of modern research
practices. The Board is uniquely suited for this purpose as:
it maintains an extensive committee structure from which
authorities on any highway transportation subject may be
drawn; it possesses avenues of communications and cooper-
ation with federal, state, and local governmental agencies,
universities, and industry; its relationship to its parent orga-
nization, the National Academy of Sciences, a private, non-
profit institution, is an insurance of objectivity; it maintains
a full-time research correlation staff of specialists in highway
transportation matters to bring the findings of research
directly to those who are in a position to use them.

The program is developed on the basis of research needs
identified by chief administrators of the highway and trans-
portation departments and by committees of AASHTO.
Each year, specific areas of research needs to be included in
the program are proposed to the Academy and the Board by
the American Association of State Highway and Transporta-
tion Officials. Research projects to fulfill these needs are
defined by the Board, and qualified research agencies are
selected from those that have submitted proposals. Adminis-
tration and surveillance of research contracts are the respon-
sibilities of the Academy and its Transportation Research
Board.

The needs for highway research are many, and the Na-
tional Cooperative Highway Research Program can make
significant contributions to the solution of highway transpor-
tation problems of mutual concern to many responsible
groups. The program, however, is intended to complement
rather than to substitute for or duplicate other highway re-
search programs.

NOTE: The Transportation Research Board, the National Academy of
Sciences, the Federal Highway Administration, the American Association of
State Highway and Transportation Officials, and the individual states partici-
pating in the National Cooperative Highway Research Program do not endorse
products or manufacturers. Trade or manufacturers’ names appear herein
solely because they are considered essential to the object of this report.
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PREFACE

FOREWORD

By Staff
Transportation
Research Board

A vast storehouse of information exists on nearly every subject of concern to
highway administrators and engineers. Much of this information has resulted from
both research and the successful application of solutions to the problems faced by
practitioners in their daily work. Because previously there has been no systematic
means for compiling such useful information and making it available to the entire
highway community, the American Association of State Highway and Transporta-
tion Officials has, through the mechanism of the National Cooperative Highway
Research Program, authorized the Transportation Research Board to undertake a
continuing project to search out and synthesize useful knowledge from all avail-
able sources and to prepare documented reports on current practices in the subject
areas of concern.

This synthesis series reports on various practices, making specific recommen-
dations where appropriate but without the detailed directions usually found in
handbooks or design manuals. Nonetheless, these documents can serve similar
purposes, for each is a compendium of the best knowledge available on those
measures found to be the most successful in resolving specific problems. The
extent to which these reports are useful will be tempered by the user’s knowledge
and experience in the particular problem area.

This synthesis will be of special interest to decision makers and others seeking
information on alternative systems for operating smaller transit programs. Infor-
mation is presented on various systems and an evaluation frameworKk is presented.

Administrators, engineers, and researchers are continually faced with highway
problems on which much information exists, either in the form of reports or in
terms of undocumented experience and practice. Unfortunately, this information
often is scattered and unevaluated, and, as a consequence, in seeking solutions,
full information on what has been learned about a problem frequently is not
assembled. Costly research findings may go unused, valuable experience may be
overlooked, and full consideration may not be given to available practices for
solving or alleviating the problem. In an effort to correct this situation, a continu-
ing NCHRP project, carried out by the Transportation Research Board as the
research agency, has the objective of reporting on common highway problems and
synthesizing available information. The synthesis reports from this endeavor con-
stitute an NCHRP publication series in which various forms of relevant informa-
tion are assembled into single concise documents pertaining to specific highway
problems or sets of closely related problems.



An important choice facing transit decision makers in small urban and rural
areas is the type of arrangement to be used for ownership and operation of the
" system. This report of the Transportation Research Board reviews the choices
generally available and evaluates the advantages and disadvantages of each. A
framework for the selection of the options is also presented, and the need for more
information on the effectiveness of various ownership/operation options is iden-
tified. »

To develop this synthesis in a comprehensive manner and to ensure inclusion
of significant knowledge, the Board analyzed available information assembled
from numerous sources, including a large number of state highway and transpor-
tation departments. A topic panel of experts in the subject area was established to
guide the researcher in organizing and evaluating the collected data, and to review
the final synthesis report.

This synthesis is an immediately useful document that records practices that
were acceptable within the limitations of the knowledge available at the time of its
preparation. As the processes of advancement continue, new knowledge can be
expected to be added to that now at hand.
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SUMMARY

TRANSIT OWNERSHIP/OPERATION
OPTIONS FOR SMALL URBAN AND
RURAL AREAS

Public transportation services in rural and lsmall urban areas have several
common characteristics. These services are important to a broad spectrum of
public agencies, are usually multijurisdictional, are established to meet a variety
of special transportation needs, and are extremely dependent on financial support
from sources other than fares. _

Ownership means holding titles to vehicles and related equipment and facili-
ties. Operations are the day-to-day activities such as scheduling drivers, dispatch-
ing services, and maintaining vehicles. The most common ownership and op-
erations options are (a) publicly owned and operated, (b) publicly owned and
privately operated, and (c) privately owned and operated. In some cases a publicly
owned and operated system may also use a private company to manage day-to-day
operations. Also, many privately owned and operated systems are publicly sub-
sidized.

Public ownership options allow greater orientation toward service to the
entire public and offer a better position for short- and long-term planning, which
may lead to greater coordination and consolidation of transportation services.
Public ownership can take advantage of tax exemptions and may eliminate state
public utility commission involvement in setting routes and fares. On the other
hand, public ownership may entail political interference that affects management
and operations, especially where the service is publicly operated, and financing
may be difficult during times of fiscal austerity. Public ownership may not be
suitable in some areas because it requires a public entity to be involved in a
function with which it has little experience. The degree to which the various
advantages and disadvantages of public ownership occur is affected by the type of
public ownership (city, county, or authority).

Private ownership permits easier implementation of new service. Because
public employees are not involved, there is less potential for political interference.
Where service is publicly subsidized, a public official is needed to administer the
contract and monitor the service. However, private ownership may not be able to
take full advantage of local, state, and federal tax exemptions.

Before evaluating the various ownership and operation options, three ques-
tions should be answered: (a) What are the public transportation needs? (b) Should
public funds be used to meet those needs and if so, what funds are available?
(c) Do current laws permit creation of special organizations, such as authorities?

The evaluation of options should include a detailed study of costs, especially
those related to personnel, and the noncost factors, such as coordination of



services, potential for political interference, time to implement the option, and
problems of adding employees to a public payroll. A framework, which includes
a flow chart and two matrices, is suggested for formulating and evaluating the
options. The flow chart is a logical, systematic method of answering questions
regarding needs and availability of funds, owners, and operators. Use of the flow
chart should result in identification of several potential ownership/operation op-
tions. The matrices are then useful in evaluating the cost and noncost factors for
each option.

A recommendation of this synthesis is that a systematic study be conducted
to examine the relationship of the ownership/ operation option to overall system
efficiency and effectiveness in small urban and rural areas.



CHAPTER ONE

INTRODUCTION

BACKGROUND

The general problems, issues, and concerns regarding the
provision of public transportation services in rural and small
-urban areas are well documented (/ —4). A review of this
literature indicates that there are four major characteristics
of these services, which need to be clearly understood in
order to ensure that proper planning and implementation are
carried out and, specifically, that appropriate ownership and
operation options are considered.

One characteristic is that public transportation services
are of extreme importance to a broad spectrum of public
agencies from all levels of government, many of which are
concerned primarily with basic human needs. Consequently,
a number of efforts have been initiated to coordinate the
work of these agencies, based on the assumption that these
efforts would prove to be fruitful and productive, leading to
the provision of more effective and efficient transportation
services (5-8). Although experience has shown this to be
true in a number of instances, there are certain barriers that
have to be overcome to make coordinated efforts successful
(9). Ownership and operation options, if feasible, provide the
necessary authority and flexibility required to deal with these
barriers, thus making the time and money committed to the
effort worthwhile.

The second characteristic is that services like those in
major metropolitan areas are usually multijurisdictional; that
is, they are often provided to more than one city, town, and
county. This has led to the creation of organizations, such as
regional transit authorities that represent all jurisdictions and
often own and sometimes operate the services. These entities
also facilitate the allocation of various costs to each jurisdic-
tion to ensure that the different jurisdictions are paying their
““fair share.”” This allocation of costs requires that reliable
data be tabulated and maintained on expenses, and, in some
cases, on ridership (the data gathering would be most likely
a responsibility of the owner and/ or the operator).

A third characteristic is that these services are established
to meet a variety of special transportation needs, particularly
those of individuals without access to an automobile, such as
elderly, low-income, and handicapped persons. Moreover, it
is apparent that no one type of public transportation will meet
all needs and that some combination is essential. Types of
public transportation include local bus (/0, 11), intercity bus
(i2-14), taxi (I15-18), chaircar (I9), and human service
agency- services (20). Recently, other types have been in-
vestigated, including the integration of the postal bus (2/) and

the school bus (22, 23) with regular public transportation,
employer/employee based vanpools (24), and mobility clubs
(25). Some of these services are owned and/or operated by
private, for-profit and nonprofit entities, whereas others may
be offered by public agencies.

Finally, the fourth characteristic of these services is that
they are extremely dependent on financial support from
sources other than fares paid by users (26). Therefore, a
concerted effort must be made to determine what funding
sources are available. Because some sources require that
funds be used only to support certain expenses incurred by
specific types of owners and operators, it is essential that all
funding requirements be identified and that ownership/
operation options be considered accordingly.

PURPOSE OF SYNTHESIS

The overall goal of this synthesis is to provide guidance to
transportation decision makers, administrators, and analysts
in rural and small urban areas in the selection of public trans-
portation ownership and operation options. As suggested
above, this selection will be related to the types of public
agencies involved, the number of local political jurisdictions
served, the funding sources utilized, the needs met, the types
of services provided, and the availability of operators.

The synthesis goal can be translated into three objectives:

1. Identify the major ownership and operation options for
rural and small urban areas;

2. Review the major advantages and disadvantages of
each option; and

3. Develop a framework to assist in the decision on the
type of ownership and operation for a rural or small urban
area.

In Chapter 2, the major responsibilities in the provision of
transit services, including ownership and operation, are
briefly discussed, the entities (both public and private) often
involved in various ownership and operation options are
described, the organizational aspects of different options are
identified and compared, and finally, the advantages and
disadvantages associated with various options are discussed.
A framework to guide officials in rural and small urban areas
in the selection of appropriate ownership and operation op-
tions is offered in Chapter 3. The final chapter presents con-
clusions and recommendations for further research.



CHAPTER TWO

OWNERSHIP AND OPERATION OPTIONS

Two major responsibilities in the provision of public trans-
portation services are ownership and operation. Ownership
relates to the responsibility of holding titles and other legal
documents to vehicles and related equipment and facilities.
Operational responsibilities are day-to-day activities such as
scheduling drivers, maintaining vehicles, and dispatching
vehicles. Other important responsibilities include policy-
making (e.g., setting fares, routes, and schedules), adminis-
tration (e.g., monitoring and evaluating service), and overall
management (e.g., supervising the day-to-day activities). De-
tailed discussions on these responsibilities and various own-
ership and operation options have been previously published
27-29).

ALTERNATIVE OPTIONS FOR SMALL
URBAN AND RURAL AREAS

A variety of organizational options have been utilized in
the provision of public transportation services in small urban
and rural areas. Whereas some options include a single en-
tity, others combine two or more entities that in some way
share the major responsibilities of providing the service.
These entities have generally included the following:

City or town,

County,

Local transit authority or district,
Regional transit authority or district,
Regional planning agency,

State agency,

Cooperative or consortium,

Public utility company,

Human service agency,

Private, nonprofit operator,

Private, for-profit operator, and
Private transit management company

As can be observed, some of these entities fall into the public
sector, and other entities are members of the private sector.
(See Appendix A for a list of contacts for entities involved in
selected geographical areas cited in this synthesis report.)

The most common ownership and operation options that
have been used in small urban and rural areas are described
and compared below. Each option is identified in terms of the
entity or entities involved as well as the entity’s general role
and responsibilities in ownership and operations and the
related areas of policy making, administration, and manage-
ment. Whenever possible, examples of small urban and rural
areas that have utilized such options are cited.

The options are summarized and divided into three groups
in Table 1. In.a recent survey conducted by the International

City Management Association (ICMA),! 808 of 1,050 of the
local bus services (or 77.0%) were publicly owned and oper-
ated. Of the remaining, 80 (or 7.6%) reported that services
were publicly owned and privately operated, and 162 (or
15.4%) stated that privately owned and operated services
were currently provided. The services were offered in a city
or town with a population less than 50,000 or a county with
a population less than 250,000.

TABLE 1
OWNERSHIP AND OPERATION OPTIONS®

Option I: Publicly Owned and Operatedb
1A Local Government Owned and Operated
1B Transit Authority Owned and Operated

Option 2: Publicly Owned and Privately Operatedb
2A 'Local Government Owned and Privately Operated
2B Transit Authority Owned and Privately Operated

Option 3: Privately Owned and Operatedc

3The use of volunteer or in-kind personnel (e.g., drivers,
escorts) might exist in any system, but would more likely
occur in Options 2 and 3 in which private, nonprofit organi-
zations, such as community/human service agencies, are
involved.

bA private transit-management company is sometimes used
in publicly owned services. The management company's
responsibility is to manage the day-to-day operations.
Under such an option, the operational staff (including
drivers and mechanics) would be employed by the public
agency in Option 1 or the management company in Option 2.

CPrivate owners and/or operators may include for-profit
bus, taxi, and school bus operators; nonprofit community
action/human service agencies; public utility companies; and
transit-management companies. If the private owner/
operator is publicly subsidized, a purchase-of-service
contract is negotiated with a public or private nonprofit
entity (e.g., regional planning agency or community/human
service agency), which plays an administrative/monitoring
role.

1The ICMA data cited in this synthesis are based on the survey ‘A
Profile of Public Transit in Small Cities and Rural Communities —
1981 (TRANSI1)"’ conducted by the International City Management.

. Association, Washington, D.C., 1980.



Option 1A: Local Government Owned and Operated

Cities, towns, and counties have played an increasing role
in public transportation, particularly since the early 1970s. Of
the 808 publicly owned and operated services reported in the
ICMA survey, 152 (18.8%) were city or town owned and
operated (including Chapel Hill, North Carolina; New
Castle, Pennsylvania; Sheboygan, Wisconsin; and Arcata,
California) and 110 (13.7%) were county owned and operated
(including Nevada County, California; Collier County,
Florida; Linn County, Iowa; and Washington County,
Maryland).

Typically, the local policy board, such as a city council,
board of selectmen, or county commission, assumes the en-
tire responsibility of ensuring that adequate public transpor-
tation services are offered. In this option the local policy
board has the policy-making and ownership roles and usually
delegates the administrative, management, and operational
roles to a local transit (or transportation) administrator. The
administrator oversees the operations staff (e.g., operations
supervisor, drivers, dispatchers), who are directly responsi-
ble for carrying out the day-to-day operating activities. The
administrator and support personnel and all operational staff
are local public employees.

A variation to this option is the use of a private transit
management company who has the responsibility of manag-
ing the day-to-day operations. This company is hired on a
contractual basis for one or more years. Consideration is
often given to negotiating such a contract with provisions
that give the company an incentive to function in an effective
and efficient manner. The operational staff are local public
employees. The management company works directly with
the local transit administrator or the city, town, or county
manager or mayor.

City, Town, or
County Residents

Local Policy
Board

l

City, Town, or County
Manager or Mayor

Transit Administrator

Private i
Management Company

__.‘__.I__.____l

City, Town, or County
Transit Operations Staff

|
L

FIGURE 1 Option 1A:!
Local government owned
and operated.’

City, Town and/or
County Residents

!

Transit Authority

]

Transit Authority
Administrator

F_—-"l____T

Private
| Management Company

l_____.,_____

Transit Authority
Operations Staff

I
J ’

FIGURE 2 Option 1B:
Transit authority owned
and operated.

The organizational arrangement of this option, including
the variation involving the use of a private management com-
pany, is shown in Figure 1.

Option 1B: Transit Authority Owned and Operated

A local transit authority (LTA) or a regional transit author-
ity (RTA) is a public entity created specifically for the pur-
pose of ensuring that adequate public transportation is pro-
vided to a city, town, or county, or group of cities, towns,
and/or counties. The transit authority usually has the policy-
making and ownership responsibilities and is made up of
persons who are either locally elected officials or designated
appointees of such officials (30). The transit authority,
depending on state law and local ordinances, may have tax- .
ing, bonding, and other forms of authority.

A transit authority administrator is responsible for admin-
istrative, management, and operational matters. All adminis-
trative and operational personnel are public employees of the
transit authority. A private management company could be
hired to perform the overall management, as depicted in
Figure 2.

Of the 808 publicly owned and operated systems reported
in the ICMA survey, 483 (59.8%) were owned and operated
by transit authorities (common in California, Connecticut,
Massachusetts, and Pennsylvania).

Option 2A: Local Government Owned and Privately Operated

This option is the same as Option 1A, except that the local
government does not operate the service. Instead of employ-
ing its own operational personnel, the city or county con-
tracts with either a local private operator or a private man-
agement company. Of the 80 publicly owned and privately
operated systems reported in the ICMA survey, 50 (63%) are
owned by a local government and privately operated. Exam-
ples include the counties of Stanislaus, California; Escambia,
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Florida; and Lenawee, Michigan; and the cities of Marshall-
town, Iowa; Hot Springs, Arkansas; Biddeford, Maine;
Jamestown, New York; Monroe, Michigan; and Missoula,
Montana. The last three are operated by private management
companies. ]

In this option the only public employees involved in transit
are the local administrative staff. The local policy board is
still the transit policy-making unit and would own vehicles,
facilities, and related equipment, which would be leased in
the contract to the private operators. These operators could
be private, for-profit operators (such as a local fixed-route,
fixed-schedule bus company, a private management com-
pany, or a taxi company) or a private, nonprofit operator
associated with a local human service agency. It should be
noted that such operators might own vehicles and other
equipment. If such equipment is used in services under con-
tract with the city, town, or county, the manner in which
service is offered is under the control of the local govern-
‘ment. It should also be noted that vehicles owned by the
operators could very possibly be used for services that are
‘not supplied under contract with the city, town, or county.
Examples of such services would be exclusive-ride taxi ser-
vice offered by the taxi company, charter and school bus
services operated by the bus company, and human service
agency services provided by private, nonprofit operators.
Figure 3 shows the organization of this option.

Option 2B: Transit Authority Owned and Privately Operated

As in Option 1B, the transit authority would have the
policy-making and ownership responsibilities in this option.
However, as in Option 2A, the services would be operated by
private operators under contract to handle the management
and day-to-day operating activities (Fig. 4). Only administra-
tive personnel are usually employed directly by the transit
authority. This option is used in some states, such as Mass-
achusetts, because the transit authority is prohibited by law

to operate service (3/). About one-third of the 80 publicly
owned and privately operated services in the ICMA survey
were owned by transit authorities. Examples include the
Pioneer Valley Regional Transit Authority, Massachusetts;
the Area Transportation Authority of North Central Penn-
sylvania; and Raleigh, Winston-Salem, and Asheville, North
Carolina.

A regional transit authority also attempts to coordinate
region-wide services for both the general public and for spe-
cial population groups, such as the elderly or handicapped..
These coordinated services can take a variety of forms. For
example, an RTA might purchase five 10-passenger vans and
lease them to a private, nonprofit operator who would offer
service under contract with the RTA to Town Councils on
Aging in six different towns on designated days and during
specified times for a particular trip purpose (e.g., medical
trips, nutrition trips). The manner of payment for such ser-
vices is often negotiated between the RTA and the Councils
before the service is actually delivered (32, 33). The Councils
might pay on the basis of some established rate per unit of
service (i.e., per passenger trip), with the rider possibly pay-
ing a portion of the cost ‘‘out of pocket.”” This coordinated
service could also be operated by a private, for-profit taxi
company or group of companies with the use of tickets or
some type of voucher. :

Option 3: Privately Owned and Operated

Although the trend in many small urban and rural areas has
been toward public ownership, privately owned and oper-
ated services still exist. Some of these services receive no
direct public financial assistance, whereas other privately
owned and operated services do obtain some form of direct
public subsidy through a purchase-of-service contract.
Those services not typically subsidized directly include, for
example, an employer-sponsored vanpool service or an in-
tercity bus company providing service within a rural region
(possibly to and from an urbanized area). Another, less com-
mon example is that of a public utility company operating a
local bus service. Such services are in existence in the cities
of Durham and Greensboro, North Carolina; and Anderson
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County Residents

Transit Authority

Transit Authority
Administrator

Private Management Company
or Local Private Operator

FIGURE 4 Option 2B:
Transit authority owned
and privately operated.
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and Spartanburg, South Carolina. These systems are owned
and operated by Duke Power Company. Another example is
an exclusive-ride taxi service, which is offered in many small
urban areas. The only public involvement in the above ser-
vices is the regulatory control of a state public utilities com-
mission in the case of the intercity and local bus services, and
the local policy board in the provision of taxi service.
Services that are directly subsidized are of two general
types: (a) private, for-profit, and (b) private, nonprofit.
Private, for-profit operators might receive either capital or
operating subsidies, or both. These subsidies are negotiated
through contractual purchase-of-service agreements be-
tween the operator and some type of public or private entity
that primarily plays an administrative role. Administrative
entities on the public side often include local governments,
such as cities, towns, and counties, and, sometimes, regional
planning agencies (RPAs) and state agencies. RPAs are used

in several rural regions of Iowa. In Texas the State Transpor- -

tation Commission administers such contracts with, in some
cases, the assistance of RPAs.

On the private side, this administrative role could be as-
sumed by a nonprofit human service agency (HSA), or even
acooperative or consortium. These private, nonprofit groups
were considered in a regional area of Western Massachusetts
(19). A human service agency (HSA) is an organization that
assists various segments of the population in meeting basic
human needs; e.g. a local Council on Aging. A cooperative
is a legal entity that often sells shares to members who deter-
mine the way service is to be provided. Cooperatives were
commonly used during the Office of Economic Opportunity
(OEO) program in the late 1960s. A consortium is not neces-
sarily a legal entity, but is typically created through an inter-
agency agreement. The agreement defines roles, responsi-
bilities, and objectives of the consortium.

The primary responsibility of the administrative unit,
public or private, is to monitor the contract with the private
. operator or operators. Some of these contracts may be sim-
ple, such as that between a city and a local bus company.
Typically, such a contract would either guarantee a fixed
operating ratio of gross expense to gross revenue, a certain
percentage profit based on gross revenue, or a fixed fee. A
more complicated contract might be negotiated between an
HSA and a private operator such as a taxi company. The
HSA might sell to its clients, at a minimal price, tickets (or
coupons) that can be used to ride the taxi at a reduced rate.
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The difference in the price the client pays and the normal rate
would be funded by the HSA in the manner specified in the
agreement. It should be noted that this service could be
delivered by a private, nonprofit operator instead of a taxi
operator that operates for a profit. This option is depicted in
Figure 5, assuming that a public subsidy is provided.

ADVANTAGES AND DISADVANTAGES OF
VARIOUS OPTIONS

Inherent in each of the options presented are certain ad-
vantages and disadvantages that must be weighed when op-
tions are being considered for implementation.

Public Ownership (Options 1 and 2)

A major factor in the selection of an appropriate or desir-
able option is whether the ownership responsibilities are
those of a public entity or private entity. Options 1 and 2 both
involve a public entity with the ownership responsibilities as
well as policy-making duties, and thus are options more
oriented toward service to the *‘entire public.”’ In addition,
these publicly owned options often offer a sounder base
for performing short- and long-range planning and, conse-
quently, may lead to a greater opportunity for consolidation
and coordination of transportation services, both transit and
nontransit (e.g., human services), which may be of primary
interest to the policy-making body. Some forms of public
ownership also usually take full advantage of local, state, and
federal tax exemptions and make some federal and state
funds directly available for supporting capital and operating
costs.

Finally, public ownership may eliminate the need for the
State Public Utilities Commission (PUC) to be involved in
the economic regulation of routes and rates, and thus service
changes 'and experimental improvements can be imple-
mented in less time and local and/ or regional transit objec-
tives can be accomplished more easily. It should be noted
that although public ownership may transfer economic regu-
lation to a local agency, an independent state PUC in some
states (such as North Carolina and Massachusetts) will (and
perhaps should) still regulate safety aspects, such as vehicle
braking systems and driver eligibility requirements.

Obviously, public ownership may have various disadvan-
tages. Potential political interference may adversely affect
the management and operations of service, particularly in
Option 1, where all responsibilities of providing transit
service fall into the public domain. This disadvantage may be
mitigated by the hiring of a private management company, or
by implementing Option 2, where the management and op-
eration of service are delegated to private entities. Public
ownership, especially if it is coupled with public operation,
may require considerable capital outlay to purchase equip-
ment and other facilities, which could lead to bond issuance.
During an era of fiscal austerity at all levels of government,
the support for such capital outlays, and public ownership in
general, may be extremely difficult to obtain. Moreover,
once the necessary broad-based support is generated, this in
turn may lead to potential system inefficiencies due to politi-
cally motivated pressures for unwarranted services. Finally,



public ownership in some small urban and rural areas may
not be considered suitable because it requires a public entity
to become directly involved in a function with which it has
had little experience. This disadvantage could also be dimin-
ished if a private management company is hired, or if private
operators are utilized, as described in Options 2A and 2B.
The advantages and disadvantages of public ownership as
employed in Options 1 and 2 are summarized in Table 2.

Local Government Owned (Options 1A and 2A)

In addition to the advantages and disadvantages discussed
above, the specific public entity owning the service may also

have a bearing on the desirability of an option. In Options 1A

and 2A, where the city or county assumes ownership, it may
be easier to unify various transit activities with similar on-
going governmental activities. For example, the maintenance

TABLE 2

of buses or vans could be carried out in local or county
garages or shops by local or county personnel.

In terms of financing, a city, town, or county may be in a
better position to secure funds from a local lending institution
instead of through bond purchase by outsiders, as might be
the case with a transit authority. It may also be advantageous
for the city, town, or county to have ownership rights, as
each jurisdiction likely has a well-defined constituency, com-
pared to a transit district that may include only part of a city,
town, or county. Because of a local consensus that there is
no need to create another governmental policy board, which
could contribute to fragmentation and undesirable decentral-
ization of local and county decision making, the city, town,
or county may be perceived as being more appropriate than
a transit authority.

It may also be agreed on by local and/or county elected
officials that it is more desirable (over the short term) to own
the services initially, and to determine at some later date

ADVANTAGES AND DISADVANTAGES OF PUBLICLY OWNED SERVICES

(OPTIONS 1 AND 2)

Advantages

Disadvantages

e Orientation would be more
oriented toward service
to the entire public.

e A more sound position to
perform short-range and
long-range planning would
be provided.

e Maximum advantage may be
taken of local, State and
Federal tax exemptions.

® Some Federal and State
grants could be used
directly.

e Greater opportunity to
consolidate and coordinate
transportation and non-
transportation services -
(both public and private)
would be offered.

e Usually no regulation by
State Public Utilities
Commission exists; there-
fore service changes and
experimental improvements
would be easier to imple-
ment.

e The allocation of costs
to those receiving service
such as human service
agencies, and in the case
of county- or region-wide
service, different politi-
cal jurisidictions, would
be facilitated.

® Potential for political
interference in day-to-day
transit operations, par-
ticularly if the service
is publicly managed and/or
operated.

e Considerable capital out-
lay may be needed (espe-
cially if publicly oper-
ated) to purchase equip-
ment and other facilities,
which could lead to bond
issuance.

e Potential inefficiencies
may result in operation
due to political pressures
for unwarranted services.

e Potential difficulty in
obtaining large amount of
citizen support may exist,
especially during' the
present era of fiscal
austerity.

e Public entity must become
directly involved in a
function with which it has
had little experience; can
be lessened some if ser-
vices are managed by
experienced private firm.

e Public entities may have
to become involved with
labor groups; this in-
volvement can be minimized
if management and opera-
tions are responsibilities
of private entities.




TABLE 3

ADVANTAGES AND DISADVANTAGES OF LOCAL GOVERNMENT OWNED

SERVICES (OPTIONS 1A AND 2A)

Advantages

Disadvantages

e Various transit activities
(e.g., fleet maintenance)
can be unified possibly
more easily in City or
County maintenance garages
and shops.

e Local lending institutions
may be more likely to of-
fer loans to City, Town,
.or County.

e No new public entities
have to be created.

e Inclusion of transit em-
ployees under civil ser-
vice may be required;
therefore, salaries and
benefits equal to those
paid to city and county
employees would likely be
necessary.

e In the case of county-
owned service, service or
tax zones may have to be
devised to equate levels
of service and/or usage
to financial commitment.

e In the case of city-owned
service, other surrounding
cities and towns would
have little voice in the
provision of service.

e Political interference.

whether there is a need to form another public entity such as
a local or regional transit authority. This approach was taken
in the late 1970s in Franklin and Berkshire Counties in Mass-
achusetts. Both county commissions decided to assume the
responsibility of providing transit services under the Section
147 Program, and subsequently initiated the development of
RTAs to take responsibility for regional transit service.

A disadvantage of city, town, or county ownership is that
transit employees may have to be included under civil ser-
vice, and therefore salaries and benefits equal to those paid
to city and county employees may be necessary. This dis-
advantage is more serious in Option 1A, in which all ad-
ministrative and operations personnel are city, town, or
county employees. In addition, with county-owned services
the development of service or tax zones may be required to
associate equitably levels of service or use with financial
commitment. If the creation of such zones is considered too
complicated, and as a result the city or town assumes owner-
ship responsibilities, surrounding cities and towns and outly-
ing areas in the county would likely have little input in the
provision of service.

The advantages and disadvantages for the city, town, or
county owned services in Options 1A and 2A are sum-
marized in Table 3.

Transit Authority Owned (Options 1B and 2B)

Associated with transit authority owned services are addi-
tional advantages and disadvantages due largely to the or-
ganizational and legal characteristics of an authority or
district. One advantage of an LTA or RTA can be the elimi-
nation of the need for the city, town, and/or county policy

boards to assume transit policy-making and ownership re-
sponsibilities. Where enabling legislation exists, transit au-
thorities are fairly simple to create; several states have
enacted enabling legislation to create transit authorities and
districts (30). Transit authorities are often granted powers
such as taxing and borrowing. Regional transit authorities
offer an organizational entity that faé,ilitates the coordinated
efforts of groups of cities, towns, and counties in attempting
to meet their transit needs cooperatively.

Being involved in creating any new public agency, such as
a transit authority, in the 1980’s will not be an easy chore. An
aggressive public information program may be essential. In
order to obtain proper representation on an authority, par-
ticularly an RTA, a large policy board may be necessary; and
in the case of an LTA, jurisdictions surrounding the local
area may not be given adequate opportunity to express their
attitudes and desires regarding the provision of service. It
may be considered more reasonable to create an LTA at the
outset, and at a later time, explore the need for and merits
and shortcomings of a multijurisdictional entity, such as an
RTA.

The advantages and disadvantages of transit authority
owned services are summarized in Table 4.

Privately Owned and Operated (Publicly Subsidized)
(Option 3)

One advantage of this option, compared to an option in-
volving public ownership, is the ease with which service can
be implemented. For example, usually in this option there
will be no need to order and purchase new vehicles with



TABLE 4
ADVANTAGES AND DISADVANTAGES OF TRANSIT AUTHORITY OWNED

SERVICES (OPTIONS 1B AND 2B)

Advantages Disadvantages

e The need for the City or e In the case of an LTA,
County policy boards to cities and towns surround-
assume the lead policy- ing the local area being
making role in the provi- served would have little
sion of transit service voice in the provision of
would be eliminated. service.

e Usually fairly simple to e Convincing the public that
create an LTA or RTA pro- a new public entity is
vided that enabling leg- required may be difficult.
islation exists to allow

cities and towns to form e In the case of an RTA, a
such authorities. large policy board may be
needed.

e An RTA provides a mechan-
ism for cities, towns and e Political interference.
counties to coordinate
their needs, and for new
jurisdictions to join as
growth occurs.

TABLE 5
ADVANTAGES AND DISADVANTAGES OF PRIVATELY OWNED AND
OPERATED (PUBLICLY SUBSIDIZED) SERVICES (OPTION 3)

Advantages

Disadvantages

Subsidy or purchase of

e Normal advantages of pri-
service can be implemented vate ownership are lessen-
relatively quickly and in ed when operating deficits
a generally uncomplicated are effectively guaranteed
manner. in a contract. .

Less potential for poli- e The availability of ser-
tical interference in day- vice is subject to peri-
to-day transit operations, odic renegotiation, there-
fore making continuous
‘service questionable.
No need for transit em-
ployees to become public e A public entity would
employees. still be necessary for
monitoring service agree-
Private operator can deal ments,acting as a "funnel"
directly with organized for certain public finan-
labor groups and minimize cial assistance.
need for public agencies
to do so. ® Associated with this mech-
anism will be direct pub-
System performance of an lic administrative costs.
intercity bus company car-
rying primarily packages e Implementation of service
can be increased. changes and adjustments
J may be relatively diffi-
cult to carry out.
e May not be able to take
full advantage of local,
State and Federal tax
exemptions.

e May be difficult to ex-

plain to public that a
private operator needs
continued public assis-
tance.




public funds, because private owners and operators have the
necessary vehicles and are in fact providing services along a
major corridor primarily for charter or package delivery pur-
poses. (This option was utilized by the public transit agency
in Harlingen, Texas, and Valley Transit Co., Inc.) The sub-
sidy for passenger service would be provided through a con-
tract as discussed earlier in the review of Option 3.

Another advantage inherent in this option is that there are
fewer, if any, public employees who are involved full time.
Furthermore, there is little or no involvement on a regular
basis of a public agency, and, consequently, there is less
potential for political interference. Also, as in the case of
publicly owned and privately operated services, this option
minimizes the need for a public entity to deal directly with
organized labor groups.

The significance of these advantages depends in part on
the provisions in the contract. For example, if a fixed-route,
fixed-schedule bus operator is paid a flat fee regardless of the
number of persons carried, then there really is limited incen-
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tive (except for the concern for a contract renewal) for the
operator to perform effectively or efficiently. In addition, it
may be extremely difficult for service changes to be made,
unless such provision is included in the contract to allow for
these changes in a simple and expeditious manner.
Disadvantages include the need for a public official to
spend time administering the contract and monitoring and
evaluating services. This amount of time, however, will be
significantly less than in Options 1 and 2. In addition, private

-owners and operators may not be in a position to take full

advantage of various tax exemptions. Finally, as in the case
of publicly owned and privately operated services, contracts
have to be negotiated regularly, and, consequently, service
could be discontinued either permanently or temporarily at
the end of each contract period. This is significant in rural
and small urban areas, particularly in those areas where only
one such operator exists.

Table 5 lists the advantages and disadvantages of privately
owned and operated (publicly subsidized) services.

CHAPTER THREE

A FRAMEWORK TO ASSIST IN THE FORMULATION AND
EVALUATION OF OWNERSHIP/OPERATION OPTIONS

Before a framework to assist in the formulation and eval-
uation of ownership and operation options for a particular
small urban or rural area is presented, pertinent questions
regarding the formulation of possible options are discussed
below along with the cost and noncost factors of importance
in the evaluation of these options.

FORMULATION OF OPTIONS

The formulation of alternative ownership and operation
options will undoubtedly be an integral part of the overall
planning effort carried out to develop a public transportation
plan for a rural or small urban area. Whether the plan in-
cludes a small-scale, fixed-route, fixed-schedule bus service
available to the general public or a region-wide, advance-
reservation, demand-responsive service for certain popula-
tion segments (e.g., the elderly) and groups (e.g., human
service agencies), more than one ownership and operation
option should be formulated and considered. These options
could total four or more, with the exact number and entities
being related to the following broad questions:

e What are the public transportation needs in the area, and
are existing owners and operators willing and able to meet
those needs?

e Should public funds be used to meet those needs, and,
if so, what public funds are available, and what restrictions
(if any) are placed on these funds?

e Do current state laws permit cities, towns, and counties
to create special organizations such as transit authorities and
districts?

The relevance and significance of these questions regarding
the formulation of alternative ownership and operation op-
tions are discussed below.

Public Transportation Needs

One of the initial tasks carried out in a transit planning
study is the identification of needs. In such studies it is often
useful to define needs by population segments and various
trip purposes. For example, there may be a need to transport
gainfully employed persons to work each day. Another need,
which is quite different, may be to carry elderly individuals
to a nutrition site at lunch time on selected days of the week.
A third need may be to transport handicapped persons in
wheelchairs to work or to a health center.

The specific needs relate to the ownership and operation
option in several respects. First, whether the riders are am-
bulatory, partially ambulatory, or nonambulatory will deter-
mine in part what type of operators might be considéred. In
the case of the persons in wheelchairs, some specially
equipped vehicle with possibly a hydraulic lift and tie-downs
will be necessary. Often a private, for-profit operator, such
as a taxi company, would not be prepared to provide this’
service, and, in some cases, would be unwilling to do so.-
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Therefore, a private, nonprofit operator, or perhaps a pri-
vate, for-profit chaircar or ambulance company, will have to
be:utilized. In the case of the gainfully employed workers, a
private, for-profit bus company could be hired on a contract
by a public entity to operate during the peak periods in the
mornings and afternoons, or perhaps an employer/em-
ployee-based vanpool service could be offered without
significant involvement of a public entity. Finally, to trans-
port the elderly persons, a private, nonprofit operator with
drivers trained in cardiopulmonary resuscitation (CPR)
might be used, or a user-side subsidy arrangement could be
developed with the local private, for-profit taxi company.

Needs will also have some bearing on the form of owner-
ship. For example, in order to satisfy the special needs of the
elderly or handicapped, perhaps these individuals should be
served by a private, nonprofit operator who not only em-
ploys specially equipped vehicles and trained drivers, but
who is also under the control of a human service agency in
the area. The vehicles could be owned by either an agency or
by the operator.

Use and Availability of Public Funds

It is a foregone conclusion in most small urban and rural
areas that public transportation services require some form
of public funding. These funds come from a variety of
sources at all levels of government. Some federal sources
may require that the funds be given to a local public agency,
for example, to purchase vehicles. This agency may operate
the service or may contract with a private operator who, in
turn, will operate the vehicles and provide a service to the
general public. The vehicles also may be leased to a private
operator who will provide service; however, if the public
agency retains ownership, this will facilitate future transfer
of vehicles to another operator, should this be desired.

Similar capital funds offered by some state DOTSs (such as
in Massachusetts) require that the recipient be a regional
transit authority and that the authority contract with a
private operator.

Other federal and state funding sources are used to reim-
burse operators for providing specialized services to a par-
ticular individual or group of individuals who are affiliated
with a human service agency, such as the elderly person
traveling to a nutrition site. The use of such human service
agency funds may not require a public entity to be involved;
consequently, public ownership may not be considered
necessary or advantageous. In addition, it should be noted
that some human service agency funding sources have data
reporting and auditing requirements that should be con-
sidered when formulating ownership and operation options.

Creatlon of Speclal Bodies

As discussed in Chapter 2, regional and local transit au-
thorities or districts have been created in rural and small
urban areas to provide public transportation services. In
some cases, these authorities have eliminated the need for
local and county policy boards to assume this responsibility,
and, in other cases, have facilitated coordination among
groups of cities, towns, and counties.

In states in which no such enabling authority exists, it may
be necessary to enact appropriate legislation, which may be
time-consuming and ultimately create delays in the imple-
mentation of service. If such enabling authority is deemed
necessary and desirable, legislation can be drafted and pro-
posed. A useful action to take in the interim might be the
designation of a city, town, or county agency as the lead
public entity, with many of the powers of a transit authority.

EVALUATION OF OPTIONS

After the formulation of possible options, an effort should
be made to evaluate these options to select the most appro-
priate option or options. In this evaluation a number of fac-
tors should be considered, including cost and other noncost,
important factors.

Cost-Related Factors

A critical concern in any transit-related decision, such as
the selection of an ownership and operation option, is cost.
The types and significance of various costs incurred in the
provision of transit service are well documented (34). Some
types of costs will be common to all options, and other costs
will apply only to specific options. Costs involved in all op-
tions include supervisory, driver, mechanic, dispatcher, and
other worker wages. If a service is provided by a city or
county, which acts as the owner and operator, then the em-
ployees may have to be included within the civil service
structure and paid the same hourly wages and benefits
earned by other city or county employees with comparable
qualifications and responsibilities. If the services are pri-
vately operated, the operator may be required to pay local
union wages, and in cases where no union exists, the private
operator might follow company personnel policies and pay
scales or scales of the local labor market. Another common
cost is fuel expenses. The magnitude of this cost will vary
from option to option, due in part to federal, state and local
tax exemptions.

Costs that are usually associated with specific options in-
clude capital expenses for vehicles and other facilities, de-
preciation, profit, and management fees. For example, if one
of the alternatives utilizes a private, nonprofit owner and/ or
operator, there will be no *‘profit expense’’ as there would be
if a for-profit operator were involved. Therefore, in a particu-
lar situation the nonprofit operator may be preferred.

This was the case with the Pioneer Valley Transit Author-
ity (PVTA) in western Massachusetts; consequently the
PVTA terminated its on-going contract with a private, for-
profit operator and created a private, nonprofit entity to
operate service. In the process the PVTA also acquired the
for-profit operator’s maintenance garage and thus reduced
the monthly operating costs, which had previously included
depreciation expenses on the garage facility for the for-profit
operator. Because the acquisition of the garage was a capital
cost, the local governments funded only 10 percent of the
costs and the federal and state.governments paid the other 90
percent. Also this local capital cost was a one-time expense,
instead of the previous recurring monthly operating cost,



where the local share would be approximately 50 percent and
the federal and state share would be about 50 percent.

It should be noted that in this particular situation lower
total monthly operating costs resulted without any institu-
tional or political problems. This was due largely to the fact
that the nonprofit operator hired all of the for-profit opera-
tor’s employees; thus no existing employees were adversely
affected in the termination of the for-profit operator’s con-
tract. If the existing employees had not been hired by the
nonprofit operator and had become unemployed, displace-
ment allowances might have been necessary as required in
the UMT Act Section 13(c) labor provisions. As is apparent

from this case, the selection of an ownership and operation’

option may be a more complex task when an existing service
is in place and consideration is being given to changing from
one option .to another.

Noncost Related Factors

It is clear that the various ownership/operation options
have strengths and weaknesses that, unlike the cost factors
discussed above, cannot be quantified easily in dollar terms.
These strengths and weaknesses are often a reflection of
public officials’ philosophies, perceptions and attitudes
toward the community’s public policy goals, objectives, and,
specifically, the role and importance of public transit in the
towns and surrounding areas.

For example, the preference of public officials for an RTA-
owned service over a city- or LTA-owned service will be
related to the local concern for coordinating services among
various communities. The extent to which public officials
support public ownership and/or operation will be asso-
ciated with their level of interest regarding local public con-
trol in overall service delivery as well as monitoring, eval-
vation, advertising, promotion, and their general attitude
toward public intervention.

Other noncost factors often considered by public officials
in assessing the overall strengths and weaknesses of the
various ownership and operation options include:

e The possibility that agencies will encounter significant
political interference in overall management and day-to-day
operations;

o The stability of the agencies (i.e., the likelihood that the
agencies involved in ownership and operations will continue
their roles as owners and operators and will not encounter
problems that might lead to sudden termination of service);

e The need for training employees (e.g., supervisors,
drivers, mechanics, dispatchers);

e The amount of time required to implement the options
(e.g., do vehicles have to be ordered and purchased, do new
entities have to be created, and if so, does proper enabling
legislation exist to establish these entities);

e The extent to which unwarranted services will be pro-
vided due to local public pressures;

e The need to add employees to current public payrolls Gf
so, how many and for what purposes);

® The need to include such public employees within the
local civil service system;

e The possibility of combining various transit functions
with ongoing public functions (e.g., transit maintenance with
other city maintenance activities);
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e The importance and ability of various entities to borrow
and tax; .

e The ease with which common carrier passenger service
can be combined with other existing transit services (e.g.,
package delivery); and

e The probability that a public entity will have to deal
directly with organized labor.

THE FRAMEWORK

The framework recommended to formulate and evaluate a
set of ownership and operation options consists of two major
components: (a) a flow chart to aid in the formulation of
options that are reasonable (or at least not inappropriate) for
consideration; and (b) two matrices to assist in the evaluation
of cost and noncost factors for these options. A hypothetical
case study to demonstrate the use of the framework is pre-
sented in Appendix B.

Flow Chart

In order to use the flow chart, a reasonable amount of
information must be available regarding the public transpor-
tation needs of the geographical area under consideration,
the types of services required to meet these needs, the will-
ingness and ability of existing owners and/or operators to
provide the services, the availability of public funds to sup-
port these services and the regulations concerning such
funds, and the extent to which state and local laws permit
governmental units to own and operate transit services. As
evident from the discussion on the formulation of options,
this information is directly and indirectly associated with the
appropriateness of various agencies in the ownership and
operation of transit services.

In order to obtain this information properly, a public
transit planning study may be necessary (if it has not already
been undertaken). In the early 1970s these efforts were called
“tech (technical) studies,’”” and later referred to as *“TDPs”
(transit development plans). A TDP was primarily short term
(1 to 5 years) in most small urban and rural areas, and, at a
minimum, consisted of an analysis of local transit needs, an
inventory of existing services and funding sources, and an
assessment of alternative levels and types of transit service.
In some instances (10, 11), a general qualitative comparison
was conducted to review ownership and operation options.

The flow chart is shown in Figure 6. Questions regarding
the needs and availability of public funds, owners, and opera-
tors are listed in a logical, systematic manner. To formulate

"a set of options for a given area, the user begins by answering

the questions at the top of the flow chart and, depending on
the answers, follows the appropriate arrows. For example, if
the answer to the first question (What are the needs and what
type of service will best meet these needs?) is that the pri-
mary need is to transport nonambulatory persons who do not
have access to a car, the next step is to determine if public
funds are available to meet such a need. What is implied here
is that the availability of federal, state, and local funds will
have a direct influence on whether local officials are in-
terested in providing service, whatever the need may be.
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No__

v

meet these needs?

What are the "needs” and what type of service will best

What public funds are-available to meet these needs?

Do these funds require certain owners and operators?

Yes

What are they?

Are such owners and operators available?

Y*S

No_

to offer the service?

Are the existing owners and operators willing and able

¥

Yes

What are possible options, given needs, types of service,
availability of funds, and existing owners and operators?|

Can new owners and operators oe established?

s

operators?

What are additional options, given new owners and

No

No

What actions can
be taken to cre-
ate new owners
and operators?

A

FIGURE 6 Flow chart to assist in the formulation of ownership/operation options.
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Annual Operating Costs
Annual Salaries and Wages Approx. Maint. | Purchase-of-
Benefits fuel price and service
System (% of incl. tax repair | contract
Option mgmt. Drivers |Mechanics Dispatchers  |Others wages) ($/gal) costs (subsidy)
Annual Operating Costs Annualized Start-up Costs
Vehicle Total Public capital
license, Annual outlay required
insurance, Mgmt. a Operating Displacement Total Annual
Option | etc. Profit fee Taxes Costs Local |Total Training |allowance Costs

3ncludes taxes on parts, tires, real and personal property, new equipment, etc.

b o .
There may be additional capital costs beyond start-up period.

CRelevant only where existing services are in place and where existing employees may be affected.

FIGURE 7 Matrix of cost factors.

If adequate public funds are available, then the next ques-
tion is: Are existing owners and operators required to receive
such funds, and do these funds have to be used for certain
expenses, such as capital investment only? For example,
eligible recipients of UMT Act 16(b)2 funds are private non-
profit groups and eligible expenses include only the purchase
of vehicles and other equipment. In Massachusetts (Chapter
161(B)) state transit funds can only be received by transit
authorities who are not legally allowed to operate the service
and must contract with private operators. In Pennsylvania
state legislation was recently enacted to finance the imple-
mentation of paratransit services offered by private, nonpro-

fit agencies. It can be observed that some funding sources are
somewhat restrictive with respect to the type of service to be
supported, the type of organization permitted to be the recip-
ient, and the responsibility the recipient has in the delivery of
transit service.

After determining funding requirements, the next ques-
tions to address are: (a) Are the needed owners and operators
available in the area? (b) If so, are they willing and able to

offer service? It should be understood that a prospective

operator such as a bus company might be available locally,
but is not able to offer the desired service because buses are
not available and/ or may not be willing to operate the service
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N (2) (3) (4) (5) (6) 7)
Ease of Potential for Ease of
Potential Degree Making Ability Ability Combining with | Combining with
for of Service to to Other Govern- | Existing
Coordination Public Control | Changes Tax Borrow mental Functions| Package Delivery
Importance
Option
(8) ) (10} (11 (12) (13) (14)
Potential Need for Need to
for Need to Civil Need to Create Delays
Political Training Hire Service Deal with New in
Interference Needs Employees Employees Labor Unions | Entities Implementation
Importance
Option

FIGURE 8 Matrix of noncost factors.

because, for example, the proposed service is door-to-door
transportation for individuals confined to wheelchairs, a type
of service the company may not be experienced or interested
in providing. '

If the needed owners and operators are not available or if
available owners and operators are not willing or able to offer
the service required to meet local needs, then new ownership
and operation entities will have to be created. These entities
might include private, nonprofit operators or a local or re-
gional transit authority to be the recipient of available funds
and to contract with an existing bus company. Initially it
might be wise to consider implementation of service with
existing organizations to avoid delays in implementation
while new organizations are being established. Depending on
the level of interest in the community regarding the need for
services, it may also be decided that no resources be com-

mitted to creating new organizations because existing organi-
zations may be adequate, and, should they prove to be inade-
quate or ineffective, new organizations can be considered at
a later time. This approach should not be construed as being
inappropriate, but as a strategic, short-term, and perhaps a
politically expeditious decision to facilitate implementation
of a vital service. After determining the need to create new
owners and operators and identifying existing owners and
operators who are willing and able to offer service, a set of
ownership and operation options can be formulated and sub-
sequently assessed by means of the evaluation matrices.

Evaluation Matrices

The primary purpose of the matrices is to evaluate the
options identified by means of the flow chart. This evaluation



will present a clearer picture of the cost and noncost consid-
erations of each option, and thus allow for the selection of the
best option or options in an objective and systematic manner.

The two evaluation matrices are shown in Figures 7 and 8.
In each matrix, the options formulated with the use of the
flow chart are listed on the left side; the column heads refer
to the factors to be considered in assessing these options.
(These factors may be changed to suit the needs of a particu-
lar locality; i.e., columns may be added to or deleted from the
matrices.) The matrix in Figure 7 contains cost-related fac-
tors, whereas the matrix in Figure 8 contains noncost factors.
These factors were derived from the material presented in
the section in this chapter on the evaluation of options and in
Chapter 2, particularly the review of the general advantages
and disadvantages of various options.

Major cost-related factors in Figure 7 include the annual
wages for major employees in each option and the approx-
imate fuel price, including taxes. Such information provides
an indication of the relative differences in wages and fuel
costs among the options. Other factors to be considered in
examining the relative differences in the costs of each option
are the existence of subsidy, profit, taxes, management fees,
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maintenance, and capital costs. If transit services exist and
ownership and operation options are being considered to
replace an existing option, there may be a need, as discussed
previously, to pay displacement allowances. The least ex-
pensive option may be ultimately determined only after com-
petitive bids are submitted by prospective private operators
(assuming that there are such operators in the options under
consideration). By using cost information from Figure 7, cost
estimates for publicly owned and/ or operated options can be
estimated by a local public official, perhaps with the as-
sistance of a consultant or private management company.
These costs can then be compared to those options that
employ private operators.

Figure 8 offers an organized way in which to review the’
noncost factors or strengths and weaknesses of the possible
options. As suggested earlier, the relative importance of
these factors is associated with the perceptions and attitudes
of local public officials toward the role, importance, and need
for transit in their own towns and the surrounding areas.
Qualitative scales or ordinal measures could be used to take
into account both the relative importance and magnitude of
each noncost factor.

CHAPTER FOUR

CONCLUSIONS AND RECOMMENDATIONS

This report has presented a review of the most common
ownership and operation options that have been used to pro-
vide public transportation services in rural and small urban
areas. Twelve organizational entities are identified as being
involved in the provision of transit service, either alone or
cooperatively with another entity. Some of these entities are
public agencies and others are private organizations.
Whether one entity assumes the total responsibility of offer-
ing service or it is a collaborative effort between the public
and private sectors and among multiple jurisdictions depends
largely on the needs of the area, the commitment and legal
authority of the jurisdictions involved, the availability of
public funds, and the willingness and capability of existing
owners and operators to supply the necessary services.

A framework (including a flow chart and evaluation
matrices) to assist in the formulation-and assessment of pos-
sible ownership and operation options has been described.
The flow chart, in a stepwise fashion, aids in the identifica-
tion of a set of reasonable ownership and operation options,
given transit needs and the availability of funds, owners, and

operators. The matrices aid in the evaluation of the various
cost and noncost factors of the options under consideration.
It should be emphasized that many of the on-going publicly
financed transit services in small urban and rural areas have
not been in operation as long as their counterparts in major
metropolitan areas. Because some of these rural transit
services (particularly many of those funded through Section
18 of the UMT Act) have only been in existence for 2 years
or so and because no comprehensive uniform data base has
been readily available, no effort has been made to determine
the effect an ownership and operation option has on costs
and other aspects of system performance. )
Consequently, it is recommended that a systematic study
be conducted to examine the relationship of the implemented
ownership and operation option to overall system efficiency
and effectiveness in small urban and rural areas. Such re-
search should take full advantage of the work carried out by
the University of California Institute of Transportation
studies on the organization, structure, and performance of
transit agencies (35), and the UMT Act Section 15 data base.
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PPENDIX A

TRANSIT SYSTEM CONTACTS

A list of persons employed with the local transit systems

cited in this synthesis report is presented below. These per-
sons can be contacted if more information pertaining to the

s¢

lection or experience of an ownership/operator option is

desired.

ARKANSAS

Joel W. Bryant
Director of Public Works

P.

0. Box 700

Hot Springs, Arkansas 71901
(501) 321-1113

CALIFORNIA

Rory C. Robinson

7B6 F Street

Arcata, California 95521
(707) 822-5951

Gardner L. Hutchins
Stanislaus County, California

P.

O. Box 3404

Modesto, California 95353
(209) 571-6333

Gene Albaugh
Nevada County, California
Nevada City, California 95959

©

16) 265-1218

FLORIDA

William Norman
Collier County, Florida
Government Center
Naples, Florida 33942
(813) 774-8281

Rodney L. Kendig
Escambia County, Florida
P.O. Box 1591

Pensacola, Florida 32597
(904) 436-5781

IOWA

Ian MacGillivray, Director
Planning and Research Division
Iowa DOT

800 Lincoln Way

Ames, Iowa 50010

(515) 296-1660

Mary Skartnedt

City Clerk

P.O. Box 757
Marshalltown, Iowa 50158
(515) 754-5701
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MAINE

Paul Gobeil

City Hall

Biddeford, Maine 04005
(207) 283-0181

MARYLAND

Barry A. Teach

Washington County, Maryland
Hagerstown, Maryland 21740
(301) 791-3090

MASSACHUSETTS

Robert Manz, Administrator

Pioneer Valley Transit Authority (PVTA)
1365 Main Street

Springfield, Massachusetts 01103

(413) 732-6248

Frederick Muehl, Director

Franklin County Planning Department
Court House

Greenfield, Massachusetts 01301

(413) 774-3167

Louis J. Perachi, Administrator

Berkshire Regional Transit Authority (BRTA)

Downing Industrial Park
Pittsfield, Massachusetts 01201
(413) 499-2782

MICHIGAN

Jerry Ambrose

Lenawee County, Michigan
Adrian, Michigan 49221
(517) 263-8831 ’

William J. Grom

120 E. First Street
Monroe, Michigan 48161
(313) 243-0700

MONTANA

David Wilcox

201 West Spruce
Missoula, Montana 59801
(406) 721-4700

NEW YORK

Jack O. Thompson

Director of Public Works

City Hall N
Jamestown, New York 14701
(716) 661-2200

NORTH CAROLINA

James W. Dawkins

Director of Traffic and Transportation
City of Greensboro

Drawer W-2

Greensboro, North Carolina 27042
(919) 373-2144

J. A. Donnelly

City-County Planning Board

Box 2511

Winston-Salem, North Carolina 27102
(919) 727-2038

Verl Emrick

Director of Planning

City of Asheville

‘Box 7148

Asheville, North Carolina 28807
(704) 255-5461

A. C. Hall

Director of Planning

City of Raleigh

P.O. Box 590

Raleigh, North Carolina 27602
(919) 775-6494

Cindy Rives

Transportation System Engineer
City of Durham

101 City Hall Plaza

Durham, North Carolina 27701
(919) 683-4366

David R. Taylor

306 N. Columbia Street

Chapel Hill, North Carolina 27514
(919) 929-1111, ext. 245

PENNSYLVANIA

Michael Imbrogno, Associate Director

Area Transportation Authority of
North Central Pennsylvania

Marvin Street

Smethport, Pennsylvania 16749

(814) 887-5684

William G. Tallman

City Hall

Grant & Jefferson Streets
Newcastle, Pennsylvania 16101
(412) 652-7781

SOUTH CAROLINA

Charles H. Moorefield
Planning and Programming Engineer

State Department of Highways and Public Transportation

Silas N. Pearman Building, Box 191
Columbia, South Carolina 29202
(803) 758-2715



Emory J. Price, Executive Director

Spartanburg County Planning and Development Commission
Schuyler Office Building, Room 226

269 South Church Street

Spartanburg, South Carolina 29301

(803) 573-7600

TEXAS

Robert G. Farris, President
Valley Transit Co., Inc.
2J19 N. “A”

P.O. Box 1870

Harlingen, Texas 78550
(512) 423-4712
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Philip L. Wilson

State Planning Engineer

State Department of Highways and Public Transportation
Highway Building

Austin, Texas 78701

(512) 475-7346

WISCONSIN

Robert C. F. Kuhlman
Director of Public Works
828 Center Avenue

City Hall

Sheboygan, Wisconsin 53081
(414) 459-3300

APPENDIX B

HYPOTHETICAL CASE STUDY TO DEMONSTRATE FRAMEWORK

A hypothetical case study is presented below to demon-
strate the use of the framework recommended to formulate
and evaluate ownership and operation options. In this exam-
ple, information is provided regarding the needs, the funding
sources available, the existing owners and operators, state
enabling legislation, and the cost and noncost factors. This
information is used to show how a set of possible options can
be formulated with the assistance of the flow chart. The
matrices are used to compare and contrast these options with
respect to cost and noncost factors and to identify the best
option or options, which then would be subjected to more
detailed analysis.

BACKGROUND

The town of Hatchville (population: 19,000) is located in
rural Elsworth County. Hatchville serves as the county seat
and is one of nine small urban areas in the county.

Based on the results of a preliminary transit study, the
local elected officials in Hatchville have decided that avail-
able federal, state and local monies should be secured to
meet the public transit needs of the town. These needs in-
clude providing mobility to those town residents who do not
own a car or have a driver’s license, or who for some other
reason have only limited access to private transportation for
work and/or nonwork trips within Hatchville.

From the study it was determined that the most effective
and efficient way to meet these needs would be with conven-

tional fixed-route, fixed-schedule bus service, given the
town’s highway network configuration, the location of non-
residential trip generators, residential densities, the spatial
and temporal characteristics of current travel patterris within
the town, and other factors. It was decided that both peak
and off-peak service would be offered along two or perhaps
three routes, requiring three to six medium to large diesel
vehicles (including spares), depending on the headways,
schedules, route length, etc. No such service is presently in
operation. The public monies to be used to defray capital,
administrative and operating costs of the proposed service
would be: (a) Section 18 funds; (b) state funds; and (c) local
funds. (Eligible recipients of state funds must be public
organizations/agencies, which may contract with private
organizations to own and/or operate service.)

The inventory of existing owners and operators reveals
that a private bus operator, Company A, is based in the
community, and currently operates school bus and charter
services. In the past, Company A also provided fixed-route,
fixed-schedule service within the town. In addition, a private
taxi company operates several taxicabs on an exclusive ride
basis, and a local Council on Aging operates two vans to
transport elderly residents to nutrition sites during the mid-
day. Company A is willing to assume ownership and opera-
tion responsibilities and offer the service under a public
contract with its own drivers, vehicles, and maintenance
facilities, but is also willing to operate the service with its
own drivers and publicly owned vehicles and other equip-
ment. Neither the taxi company nor the Council on Aging is
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interested in providing service. Finally, it should be noted
that private management companies are also available to
manage and/or operate service under a contractual agree-
ment.

Currently, the city is opposed to assuming ownership
and/or operation of such a service unless the cost of this
option is significantly lower than other options and would
like to implement service as soon as possible.

Finally, state enabling legislation allows the cities and
towns in the state to create local and regional transit authori-
ties. At this time, however, no other town is interested in
supporting such a service within its jurisdiction or between
its jurisdiction and Hatchville, and the county is strongly
opposed to subsidizing such a service with county funds.

DETERMINING POSSIBLE OPTIONS

Given the views of public officials in the towns and the
county as well as information on local transit needs, and
available owners, operators, funds, and state legislation, the
flow chart can be completed as shown in Figure B-1. As
emphasized in the report, this flow chart aids local officials
in the identification of possible options in a stepwise and
structured manner. Those local officials who are experienced
and knowledgeable in transit planning and development may
not find it necessary to follow such a flow chart; however,
local personnel who have little or no experience in the transit
area should find it useful. By using the flow chart as shown
in Figure B-1, eight possible options can be identified:

a. Town owned and operated,

b. Town owned and Company A operated,

¢. Town owned and private management company op-
erated,

d. Company A owned and operated under contract with
town,

e. LTA owned and operated,

f. LTA owned and Company A operated,

g. LTA owned and private management company op-
erated, and

h. Company A owned and operated under contract with
LTA.

COST FACTORS

The next step is to obtain information regarding the cost
and noncost factors related to the various options. This infor-
mation is summarized as follows:

1. Ifthe service is owned and operated by the town (option
a), all personnel (including supervisors, drivers, mechanics,
and dispatchers) will be civil service employees and will earn
the following wages: system management—$9 per hour
($18,720/ year); drivers, mechanics, dispatchers—$6 per
hour ($12,480/ year). Also it is required that civil service
employees receive benefits totaling 26 percent of wages.

2. If the service is LTA owned and operated or operated
by Company A, or operated by a private management com-
pany (options b-h), the wages will be as follows: system
management—3$9 per hour ($18,720/year); drivers, me-
chanics, dispatchers—$5 per hour ($10,400/year). These

employees. will receive benefits totaling 16 percent of all
wages.

3. Under private ownership (options d and h), fuel would
be purchased at approximately $1.30 per gallon, whereas
under town or LTA ownership (options a—c, e-g), fuel
would cost $1.18 per gal, because public ownership entities
are exempt from state sales taxes. Taxes on tires and parts
will also be paid by private owners in options d and h.

4. Each of the six options that involve town or LTA own-
ership (a-c, e—g) requires a local public capital outlay, which
would be 10 percent of the total capital costs; Section 18 and
state funds support the other 90 percent.

5. The town and LTA owned and operated options (a
and e) do not include a profit or management fee.

6. All options involving Company A (b, d, f, h) would
include a profit, but no management fee.

7. The options involving a private management company
(c and g) would not include a profit but would include a
management fee.

8. Because the desired service currently does not exist, no
personnel currently employed will likely be adversely af-
fected. Consequently, there will be no displacement allow-
ances involved in any option.

Some of this information is used to complete the cost
matrix as shown in Figure B-2. If the dollar costs for capital
outlay, profit, management fee, and taxes, etc., and the ve-
hicle hours and vehicle miles are known, the relative differ-
ences in start-up costs and annual operating costs among the
various options can be calculated. The necessary cost-
related information for options b-d, f-h could be obtained
through the solicitation of competitive bids.

NONCOST FACTORS

The noncost factors can be evaluated with the aid of the
work sheets presented in Figures B-3—B-5. These work
sheets were prepared for use by local officials.

The work sheet shown in Figure B-3 presents a method by
which local officials can identify the relative importance of
the various noncost factors. The work sheets shown in Fig-
ures B-4 and B-5 can be used by local officials in determining
relative differences in noncost factors among the various
options. The results from these work sheets can be trans-
ferred to the noncost matrix as shown in Figure B-6. In the
upper half of each cell in the matrix is a number representing
the score from work sheets Nos. 2 and 3. This score is mul-
tiplied by the corresponding level of ‘‘importance’ from
worksheet No. 1, which has been entered on the first line of
the matrix, and the product is entered in the lower half of the
cell. The products are summed for each option to give a
‘““total’’ on the far right side of the matrix.

It should be emphasized that the use of these work sheets
and the noncost matrix requires that the user (i.e., the local
official) be familiar with the characteristics, advantages, and
disadvantages associated with the various options as dis-
cussed in the body of this synthesis report. In addition, it
should be recognized that the results shown on the noncost
matrix represent, in part, the philosophies, perspectives, and
biases of the local official toward the role of local govern-
ments in the provision of public transit.
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FIGUREB-1 Completed flow chart to assist in the formulation of ownership and operation options.
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FIGURE B-2 Completed matrix of cost factors.
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FIGURE B-3 Work sheet No. 1.
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FIGURE B-4 Work sheet No. 2.
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FIGURE B-5 Work sheet No. 3.
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FIGURE B-6 Completed matrix of noncost factors.
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