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Obviously, if there are deficits in transit operations, 
i.e., if costs outstrip revenues, either costs must be 
reduced or revenues increased or both. The focus here 
is on the first alternative —cost reduction. The efforts 
being made in a large metropolitan area (New York City) 
and in medium-sized cities show that cost reduction is 
possible in almost any system, although the methods 

used may be highly individual. A whole new approach is 
under way in Knoxville; it uses complementary systems, 
mixing a variety of modes and public and private vehicles, 
to provide public transportation. This technique is pro-
viding more effective service at a considerably lower 
cost than would a standard transit system. 

Case Study of New York City Transit System: 
Part 1 
E. Stanley Legg, New York State Department of Transportation, Albany 

New York is finding that the well is dry. The state leg-
islature will not increase revenues by raising taxes, and 
putting the brakes on spending has many supporters. 
This situation provides a very strong incentive for 
studying transit operations and their costs in the metro-
politan area. 

The Metropolitan Transportation Authority (MTA) 
was created in 1968 "to develop and implement a unified 
mass transportation policy" for the Metropolitan Com-
muter Transportation District, which includes New York 
City and the suburban counties of Dutchess, Nassau, 
Suffolk, Orange, Putnam, Rockland, and Westchester. 
The legislation superimposes a board of directors and 
a chairman on (now) 11 constituent agencies: the New 
York City Transit Authority (NYCTA), which operates 
rapid transit and buses; Staten Island Rapid Transit 
Operating Authority (SIRTOA), which operates a 22.9-
km (14.3-mile) transit line on Staten Island; Manhattan 
and Bronx Surface Transit Operating Authority 
(MaBSTOA), which operates buses in New York City; 
Metropolitan Suburban Bus Authority (MSBA), which 
operates buses in Nassau County; the four commuter 
railroads—New York, New Haven and Hartford Railroad 
Company; New York Central System; and Erie Lack-
awanna Railway Company between Jervis and Hoboken, 
all of which are part of the Consolidated Rail Corpora-
tion (Conrail), and the Long Island Railroad Company 
(LIRR); two airports (Republic and Stewart); and the 
Triborough Bridge and Tunnel Authority (TBTA), which 
operates the bridges and tunnels that connect Manhattan 
with other boroughs and other facilities. 

Transportation services within the MTA area are 
also provided by about 4 million private automobiles; 
in New York City, by 12 000 taxis and as many as 40 000 
gypsy cabs; and by at least 120 private bus companies 
operating into the New York City region, about 50 of 
them wholly within the MTA district. There are also 
other public agencies, such as the New Jersey-New 
York Port Authority, which administers several Hudson 

River bridges, three airports, and the Port Authority 
(PATH) rapid transit line; the Staten Island Ferry; truck 
terminals; and numerous other public and private trans-
portation facilities. As Table 1 indicates, NYCTA is 
the major public transportation service in the area; it 
carried about 1.4 billion passengers in 1975. NYCTA's 
rapid transit service (the subway system) served 36.5 
percent of the region's total of 29 billion public trans-
portation passengers. MTA as a whole carried about 
80 percent of all passengers. Private buses (many of 
which are express buses from the suburbs to the city) 
provided about 10 percent of all rides. 

Table 2 shows how the region's commuters travel to 
work. Almost half of all these commuters work in New 
York City. Although most employees in the region 
travel by automobile, only slightly more than one-fourth 
of those who work in New York City commute by auto-
mobile, regardless of where they live. Transit services 
are used by 61 percent of the city's workers. Over-
whelmingly, people who live and work in the same county 
outside New York City use the automobile to get to work, 
A slightly smaller proportion of those who work outside 
their home counties—other than those who live in New 
York City—use automobiles to get to work. 

The New York City transit system has gone a long 
way toward decreasing the use of automobiles as the 
means of getting to work in New York City. Although 
the MTA is clearly not the only mass transit service 
New York City commuters use, it provides most of the 
service. Public transportation has become the way to 
travel within New York City during rush hours, as it is 
in all of the major cities of the world. This is under-
standable: A concentration of workplaces precludes the 
widespread use of automobiles for commuting, and con-
struction of sufficient highway lanes to accommodate 
automobile use would destroy the close proximity of city 
functions. It may be concluded that MTA's large deficit 
is related to the usefulness of that system for commuting 
to the central city during rush hours. 
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The consolidated MTA deficit is increasing in abso-
lute size and in relation to the financial operation of the 
MTA, whether financial operations are measured in re-
ceipts or in expenses. Table 3 shows the actual and 
projected deficit figi.ires for MTA. The increase in the 
deficit is extremely sharp during the period covered, as 
is the ratio of the deficit to the operating expenses. The 
subway has been, and will continue to be, responsible 
for the major part of the MTA deficit. Some small part 
of the increase in the deficit since 1969 reflects the addi-
tion of affiliates to MTA. 

The slower rate of growth projected for the future 

Table 1. Ridership of public transportation services in the New 

York City area in 1975. 

Transit System 

Passengers Carried 

Number (0005) 	Percent 

Metropolitan Transportation Authority 
Transit Authority System 

NYCTA 
Rapid transit 1 053 931 36.5 
Bus 377 772 13.1 

Subtotal 1 431 703 49.6 

MaBSTOA 332 682 11.5 

Subtotal 1 764 385 61.1 

TBTA 386 796 13.3 
LIRR 67 173 2.3 
Conrail 39 676 1.4 
MSBA 17 861 0.6 
SIRTOA 4371 0.2 

Total 2 280 262 78.9 

New Jersey -New York Port Authority 
Bridges and tunnels 80 341 2.8 
Terminals 71 000 2.5 
PATH 38341 1.3 

Total 189 682 6.6 

Other buses 
New Jersey 135 508 4.7 
New York City 99 985 3.5 
Other New York area 27 956 1.0 
Connecticut 15 970 0.6 

Total 279 219 9.7 

Other trains 140 846 4.9 

All systems 2 890 999c 100.0 

Sources: 	Annual Reports of MTA and New Jersey.New York Port Authority. Public 
Transportation Operations. Tri.Ssate Regional Planning Commission, New 
York, Reps. 3305/a-159. 1977. 

O  Revenue passengers or vehicles, eastbound traffic. 
5 Eocludes air terminal services. 

Represents almost 8 million daily person trips. 

MTA deficit is not expected to result from better balance 
between the revenues and expenditures of MTA's con-
stituent agencies but from projections of slower growth 
in the total operations of MTA whether operations are 
measured by receipts (fares paid by riders) or by ex-
penses (those necessary to provide current service to 
riders). Table 3 also includes interest income and other 
ancillary income. 

A comparison of Tables 1 and 3 indicates that MTA's 
2.3 million passengers are paying about 43.9 cents/ride, 
but the service is costing about 70.0 cents-a gap of 26 
cents/ride. Given the present cost forecasts and fare 
structures (unless an expansion of jobs in New York City 
increases ridership significantly), the net cost per rider 
may be expected to rise sharply by 1982. 

Table 4 shows (for the same years as Table 3) the 
deficits and surpluses for the constituent agencies of the 
MTA. TBTA is the only affiliate that earns a surplus. 
The large growth in TBTA's surplus in the earlier period 
reflected increases in tolls, but no toll increases are 
assumed in the forecast data. Increases in TBTA tolls 
have the triple effect of decreasing automobile and truck 
use somewhat, increasing ridership on public transpor-
tation, and helping to offset the overall MTA deficit. The 
major source of the MTA deficit is the operation of the 
Transit Authority System, which includes MaBSTOA 
buses and NYCTA subways and buses. The deficit for 
this service in 1975 was 90.4 percent of MTA's consoli-
dated deficit; in 1982, it is expected to be 89.2 percent 
of MTA's deficit. MTA's receipts are expected to cover 
a smaller proportion of expenses in the forecast period 
than they have in the past; the ratio of receipts to ex-
penses was 62.7 percent in 1975, and it is expected to be 
57.3 percent in 1982. 

From 1969 through 1975, the operating costs in all of 
the major expenditure categories increased substantially 
for MTA and for all its affiliates. The most dramatic 
increases, however, were in labor costs and in the cost 
of power and fuel used for transportation operations. 

Although manpower.has been cut in several areas, 
employee wages and fringe benefits have risen to the ex-
tent that savings gained through reductions in the work 
force have become insignificant by this time. Further-
more, staff reductions have not kept pace with declines 
in ridership, with the result that, not only is the employee 
cost per revenue passenger higher today than it was in 
1969, the number of employees per revenue passenger 
is also higher than it was then. On the face of it, the 

Table 2. Mode of travel to work by destination in the New York City area in 1970. 

Mode 

New York City 

Number 	Percent 

Intracounty Outside 
New York City 

Number 	Percent 

Intercounty With 
Origin Outside 
New York City 

Number 	Percent 

All Destinations' 

Number 	Percent 

Automobile 
Drivers 800 228 22.6 1 777 816 69.5 903 492 63.6 3 346 779 46.2 
Passengers 145 064 4.2 133 149 5.2 101 435 7.1 556 838 7,7 

Total 945 292 26.8 1 910 965 74.7 1 004 927 70.7 3 903 617 53.9 

Transit 
Subway 1 396 051 39.5 2 123 0.1 47 724 3.4 1 415 307 19.5 
Bus 526 249 14.9 216 440 8.4 124 117 8.7 796 144 11.0 
Railroad 228 766 6.5 8 767 0.3 222 563 15.7 259 040 3.6 

Total 2 151 666 60.9 227 330 8.9 394 404 27.8 2 470 491 34.1 

Walking 306 517 8.7 278 557 10.9 6 872 0.5 592 051 8.2 

Taxi 36 906 1.0 15 784 0.6 1 508 0.1 53 674 0.7 

Other' 93496 2.6 123 996 4.8 12944 0,9 228 081 3.1 

Total 3 533 277 100.0 2 556 632 100.0 1 420 655 100;0 7 247 914 100.0 

Source: 1970 County Travel. Tri.State Regional Planning Commission, New York, Reps. 4549.1302. 1975. 

'This column is not a total of the preceding columns because there is some overlap between the first and third categories; that is, a person whose 
residence is not in New York City could have a destination in New York City and thus would be counted in bosh columns one and three. 

°Consists of those who work as home and those who travel to work by bicycle, motorcycle, boat, plane, and ferry. 



New York City 
Rail 24 505 

Transit Authority System' 24 512 
SIRTOA 63 131 

Bus 20 30 
Transit Authority System' 21 26 
MaBSTOA 19 35 

Avg 22 69 

Suburban 
Rail 110 295 

LIRR 102 313 
Conrail 124 270 

Bus (MSBA) 42 19 

Avg 101 93 

	

7 100 	396 

	

6 963 	373 

	

137 	 23 

	

77 755 	1551 

	

47 068 	994n 

	

30 687 	557' 

84 855 	1947 

	

1 245 	1014 

	

715 	525 

	

530 	505 

	

3 360 	653 

	

4 605 	1667 
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current ratio of employees to revenue passengers may 
seem to be unjustified, but there is a good reason for it 
in some of the operations: Although ridership has de-
clined since 1969, the amount of service provided has 
not changed much; nearly as many employees are needed 
now, therefore, as were needed in previous years. 

Table 5 shows the ratios of the work force to passen-
ger and the amount of service provided by the New York 
City and suburban rail and bus systems. The table 
shows clearly that there are wide variations between 
MTA affiliates both in staffing requirements and in the 

Table 3. Receipts, expenses, and deficits of MTA, 1969 to 
1982. 

Deficit as a 
Receipts 	Expenses 	Deficit 	Percentage 

Year 	($000 000s) 	($000  000s) 	($000  000s) 	of Expenses 

Actual 

1969 621.6 720.7 99.0 13.7 
1970 737.9 838.1 100.2 12.0 
1971 828.8 982.0 153.2 15.6 
1972 927.0 1068.4 141.4 13.2 
1973 969.2 1216.3 247.0 20.3 
1974 987.6 1403.9 416.2 29.6 
1975 1001.7 15967 595.0 37.3 

Projected 

1976 1035.0 1670.6 635.6 38.0 
1977 1135.3 1650.0 514.7 31.2 
1978 1138.1 1664.7 526.6 31.6 
1979 1135.6 1735.0 599.4 34.5 
1980 1134.3 1811.2 676.9 37.4 
1981 1132.3 1890.0 757.7 40.1 
1982 1130.9 1973.3 842.4 42.7 

Sources: MTA annual reports. 0. Yunich. Report to the Division of the 8udget, 
Seate of New York. Albany, N.Y., fan. 14, 1977. 

revenue yield per vehicle trip. In no way, however, 
should these figures be interpreted as representing the 
productivity of labor or transit operations. Before any 
conclusions can be drawn about the distribution of em-
ployees and the frequency and mix of transit services, 
a large number of variables (such as population density, 
route duplication, quality of service operations, and 
maintenance of vehicles and rail lines) that affect service 
levels must be investigated. 

Table 6 contains employment data for the affiliates. 
Comparing the increase of $758.6 million in MTA's ex-
penses from 1970 to 1975 (Table 3) with an increase in 
the work force of 2782, it is obvious that expanded em-
ployment contributed little to the increased cost of op-
erations. 

Table 7 shows the sources of deficit financing for the 
affiliates of the MTA. The deficit financing for the Tran-
sit Authority System comes from seven sources, MSBA 
has three, and SIRTOA has two. This leads to the gen-
eralization that the greater the absolute size of the defi-
cit, the greater the number of deficit financing sources 
used. Thisphenomenon is reminiscent of that associated 
with taxation: The diversity of taxes appears to be 
greater as the size of government increases. 

Table 8 shows the categories of the sources of deficit 
financing. It is operationally significant that 26.0 per-
cent of the deficit financing comes from the federal gov-
ernment and 29.9 percent comes from the state. The 
transit rider is, to some degree, receiving back in tran-
sit services the tax payments made to these governments. 
MTA revenues from fares and tolls were $1001.7 million 
in 1975, and when that amount is added to the local 
sources for financing the deficit ($303.4 million), it ap-
pears that the local economy is paying about 82 percent 
of the costs of transit operations. 

Table 4. Deficits and surpluses of the MTA affiliates, 1969 to 1982 ($000 000s). 

MTA Affiliate 	1969 1970 	1971 	1972 1973 	1974 1975 1976 1977 1978 1979 1980 1981 1982 

LIRR 	 20.1 28.1 	41.8 	46.0 62.9 	95.1 114.6 121.6 111.8 110.4 119.9 129.9 140.6 152.0 
Conrail 	 - 3.0 	3.7 	13.0 26.3 	38.2 41.3 39.0 39.1 45.3 48.6 52.8 57.1 62.1 
Airports 	 - 0.9 	1.7 	2.5 2.2 	3.1 3.3 2.1 1.5 1.2 1.0 0.8 0.6 0.3 
Headquarters 	2.0 2.3 	3.8 	4.1 6.1 	7.2 7.6 6.5 6.8 6.8 7.5 7.8 8.6 9.0 
Transit Authority 

System 	131.1 127.9 	160.4 	183.3 258.2 	367.6 538.1 579.9 488.0 500.6 559.4 620.8 684.6 751.3 
MSBA 	 - - 	- 	- 2.7 	6.2 7.1 7.6 8.2 8.9 9.6 10.4 11.4 12.2 
SIRTOA 	 - - 	0.5 	3.3 3.4 	4.0 4.2 3.3 5.0 5.0 5.2 5.7 5.9 6.3 
TBTA 	 (54.1) (62.0) 	(58.8) 	(111.0) (114.8) 	(105.2) (121.2) (124.4) (145.7) (151.6) (151.8) (151.3) (151.1) (150.8) 
Total 	 99.0 100.2 	153.2 	141.4 247.0 	416.2 595.0 635.6 514.7 526.6 599.4 676.9 757,7 842.4 

Note: 	Numbers in parentheses represent surpluses. 

Source: 	MTA annual reports. 

Table 5. Relationship between work force and service provided by MTA affiliates in 1975. 

Employees per Weekday Rev- 
Million Revenue enue Passengers Train or 
Passengers per Train or Bus Bus Trips 

Mode and Affiliate Carried Trip per Weekday 	Route Kilometers 

Note: 1 km = 0.6 mile. 

Source: MTA annual report for 1975 and unpublished data. 

'Does not include admininrative personnel, transit police, or employees of the construction division 
	

Excluding duplication of routes. 



213 

Only 14 percent of deficit financing comes under the 
firm control of MTA or its affiliates; 86 percent is ex-
ternal to MTA. External influence over MTA's present 
financial operations is therefore substantial. Almost 
one-third of the deficit financing is from temporary (1-
year) sources. If the transit-police reimbursement is 
deducted, then the single-year funds are reduced to 
$122.1 million, or about 18 percent of the total. At least 
part of the federal operating assistance is in section 3h 

Table 6. Employment data for the MTA affiliates, 1970 to 
1975. 

Affiliate 1970 1971 1972 1973 1974 1975 

LIRR 7233 7326 7076 7 173 7267 6 876 
Conrail - - 4 180 4 852 4 931 4 924 
AirportS 85 128 139 143 144 111 
Headquarters 83 124 235 210 243 249 
NYCTA 43 088 42 677 40 851 41119 42 435 40054 
MaBSTOA 6 261 6 480 6 446 6 497 6 523 6 165 
MSBA - - 596 739 788 744 
SIRTOA - 261 280 292 292 275 
TBTA 1 028 1 041 1 097 1 123 1175 1162 

Total 57778 58037 60900 62 148 63798 60560 

Source: MTA annual reports. 
lncludes transit police and construction division employees 

Table 7. Cash sources of funding the MTA deficit in 1975 ($000 000s). 

LIRR, 
Conrail, 	NYCTA 
Airports, and and 

Source 	 Headquarters MaBSTOA MSBA StRTOA TBTA 

TBTA transfers 26.8 45.5 -86.0 
Station maintenance 9.8 
Mortgage tax 7.6 
Operating assistance 

Federal 23.5 151.4 0.5 
State 15.0 90.0 1.2 0.3 
Local 22.9 70.0 

New York State first 
instance 44.2 45.0 

New York State ap- 
propriation 10.5 

Federal grants 3.5 
New York City 

transit police 88.7 
New York City ap- 

propriation 15.0 3.9 
Nassau County ap- 

propriation 5.8 
Investment income 7.4 -35.6 

Total 171.2 505.6 7.5 4.2 -121.6 

Deficit or surplus 175.6 538.1 7.1 4.2 (121.6) 

Cash adjustment -4.4 -32.5 +0.4 

Source: MTA annual report for 1975 

funds from UMTA, however, and this is a single-year 
source not indicated separately in the table. It is suffi-
cient to note that the single-year sources (after deducting 
the transit-police reimbursement) amount to 7.5 percent. 
of the total expenditures of MTA. 

At the present time, deficit financing appears to be 
used only to cover current operating expenses. The fi-
nancing sources do not directly encourage service im-
provements. When service improvements do occur, it 
is probably as much the result of political and other ex-
ternal pressures as of the explicit language of the legis-
lation governing the transfer of these funds to MTA. The 
power of the MTA rider to dictate service quality is 
diminished as reliance on non-fare-box revenue sources 
increases, and the increasing significance of non-fare-
box revenues is apparent. 

To finance the MTA from a mix of fare-box and polit-
ical or governmental sources probably requires rules 
other than the usual ones governing such government 
enterprises as water companies and bridges. These 
special district governments usually have their budgets. 
approved by some general government body but, as long 
as service is adequate, expenses are covered by charges, 
and their bond redemption schedules are met, these 
enterprises are left pretty much on their owm The MTA 
situation is significantly different, if for no reason than 
that expenses are not being met from the fare box. 

Technical data on performance, while useful, would 
not be a substitute for fare-box controls: the fare box, 
not such data, is the ultimate judge of service. But bet-
ter service requires planning. The development of a 
service plan and service standards is a major part of an 
upcoming study of the MTA. The purposes of the study 
are to (a) develop methods and systems for establishing 
and maintaining standards of service for the MTA affil-
iates and subsidiaries and (b) develop methods for ensur-
ing improved coordination of service among all modes 
and operating units within the MTA and with private car-
riers. 

Public hearings are planned to aid in reaching con-
sensus on these plans and standards and in maintaining 
indirect control over the local funds used to cover the 
deficit. The choice now is between reducing services 
and increasing expenditures for service (thereby in-
creasing deficits). Imposing service standards, a ser-
vice plan, and a unified (local government) financing 
source could change the choice to one between fare in-
creases and tax increases to be paid by essentially the 
same population. 

One of the major objectives of this study is to move, 

Table 8. Sources of funding the MTA deficit in 1975 by category. 

Source 

Government 

Federal 	State Local 

Type of Control 

Internal 	Extertial 

Statutory Authority 

Multi-year 	Single Year 

TBTA transfers X X X 
Station maintenance X X X 
Mortgage tax X X X 
Operating assistance 

Federal X X X 
State X X X. 

Local X X X 
New York State first instance X X x 
New York State appropriation X X X 
Federal grants X X X 
New York City transit police X X x 
New York City appropriation X X X 
Nassau County appropriation X X X 
Investment income X X X 

Total ($000 000s) 178.9 206.2 303.4 97.1 591.4 477.7 210.8 

Percentage 	, 26.0 29.9 44.1 14.1 85.9 69.4 30.6 

Source: MTA annual report for 1975. 
By law a permanent continuing program, although funds must be appropriated annually 
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through the use of a transportation improvement plan, 
from a position of continual apology for MTA's deficits 
to one in which a service plan is discussed at public 
hearings of riders and others affected by the operations 
of the MTA so that they have greater control over MTA 

services. At the same time, MTA must review its in-
ternal management and operations to ensure the best use 
of its resources and to develop a structure that is re-
sponsive to the citizens of the region. 

Case Study of New York City Transit System: 
Part 2 
Jack T. Doolittle, Jr., Simpson and Curtin, Philadelphia 

The Metropolitan Transportation Authority (MTA) is a 
complex and enormous system. Each constituent agency 
has its own legal background, each has its own internal 
auditors, each has a budgetary process, each produces 
its own final annual report, and each is largely autono-
mous in almost every aspect of day-to-day operation. 
Some aspects of their operations, some of the data-
processing controls, and some of the purchasing and 
other overhead activities have been centralized but, by 
and large, the service, marketing, management, bud-
getary and fiscal restraints, and many other functions 
are separate and unique to each constituent organization. 

The total current MTA transit deficit is something 
more than 35 percent of the national transit deficit: 
About one-third of all the deficit funding that is provided 
in the United States goes to support the public transit 
system of New York. In addition, New York's percent-
age of total transit ridership is slightly higher than the 
national average. So it is a massive problem that is 
continually getting more difficult to deal with. 

The New York system operates in an atmosphere in 
which labor is very strong. There is a great outside 
interest in the ability of management to conceive and 
carry out cost controls. There is a very high level of 
demand for service, and such a high level of political 
support for that demand in some places that, to some 
extent, service is provided regardless of cost. Fare 
policies are a very critical element, particularly in the 
city. There is great resistance to the notion of the 
graduated fare in New York City, because the people 
with lower incomes tend to need to pass through more 
fare zones within the city's own limits. 

There is a climate of enthusiasm within MTA's 
management for controlling costs but, because of day-
to-day operating problems, there has rarely been an 
opportunity to launch major efforts to do anything about 
improving cost controls. The problems of daily opera-
tion are severe; the recent power outage, for example, 
is only a very visible example of the kind of problem 
that has many smaller counterparts. 

Another problem is the lack of cohesiveness in na-
tional transit policy. There is no solid energy policy 
under which transit might be excepted from the impact 
of the increased cost of fuel; at the same time, there is 
greater consumption of fuel because of more sophisti-
cated transit vehicles, air conditioning, heavier ve-
hicles, environmental control kits, and other innova-
tions in transit. All of these are essential parts of 
marketing and other aspects of the operation, but all 
have a very clear negative impact on operating expenses. 
Federal officials who are increasingly hard pressed to 
defend the growing costs of transit programs in Con- 

gress should think about these issues before they cast 
the first stone at transit managers who seem unable to 
deal with problems at the local level. 

The study of MTA's management has three basic 
criteria for selecting cost-saving projects. One is their 
impact on cost reduction; that is, what is their potential 
for cost reduction? The second is the likelihood of their 
being implemented: Is it a practical idea? Can it be 
done? An important aspect of that is whether manage-
ment thinks it can be done. Management endorsement 
is not required of all proposals before they are investi-
gated, but there must be a reasonable response from 
management that a proposal could possibly be imple-
mented. The third criterion is the time required for 
implementation. If it can be done, will it take 6 years, 
as required in federal statute? Will it require a merger 
of organizations? Will it involve capital funds that re-
quire a referendum, and what then is the time implied? 

The study program is concerned with major areas of 
expense s—planning activities, capital improvements, 
bus and rail operations, and the more subjective areas 
of management and organization. The key objective is 
cost reduction and control of the rate of cost increase. 
The improvements proposed should have a minimal 
negative impact on the quantity of service, and cost 
savings should not be in the form of some deferred ex-
pense that will pass today's problems on to become 
tomorrow's crisis. 

The first set of projects is in the planning area, which 
will absorb about 20 percent of the overall effort. The 
first aspect of this activity will be to examine the uses 
of capital funding and try to direct these funds into re-
habilitation, safety, or renewal projects that will reduce 
or eliminate a condition that entails some penalty on 
operating expenses. For example, there are 21 bus 
garages within the New York City Transit Authority. 
One of them was built for the centennial celebration in 
Philadelphia and was moved to New York in the late 
1890s to serve as a sports center, a far cry from its 
current purpose. 

Many of those facilities are in terrible condition, 
which places a substantial operating penalty on the sys-
tem. Our basic question is whether we can develop a 
substitute for the standard criterion on return on invest-
ment that would permit the dedication of a certain pro-
portion of capital funding each year to capital invest-
ments that will produce a reduction in operating costs 
within a foreseeable period of time. To get a bus garage 
built in Schenectady with no constraints probably takes 
about 2'/2 years; to get one built in Manhattan, consider-
ing all the problems of land use, availability, and 
neighborhood reaction, can take just about forever. 


