
Public Infrastructure Overview 

This category includes the Federal programs that support public infrastructure—highways, airports 
and airways, mass transit, water resources and navigation, and sewage treatment. These systems, 
funded by all levels of government, provide part of the physical framework that enables the Nation's 
economy to grow. 
The President's five-year 1985 budget plan would continue the sorting of roles and responsibilities 
among levels of government that the past three budget rounds have sought and largely achieved. 
With this clear realignment of the complex funding patterns that evolved during previous decades, 
the Administration has placed the future of the Nation's infrastructure on firm ground. The 
President's infrastructure policy is based on three main principles—sustaining national systems, 
encouraging local autonomy for local programs, and establishing user fees. 

• The decisive sorting out of accumulated Federal infrastructure roles has strengthened the 
Federal commitment to that portion of the Nation's infrastructure that is truly national in 
scope and integrated in function—major highways, airports, and airways. The 1985 budget will 
provide increases for construction and rehabilitation of these systems, and for portions of 
operating expenditures. Constant dollar funding levels for highways, airports and airway 
systems will be higher than ever before. 

• At the same time, the Administration has successfully reduced Federal involvement in infra-
structure systems with primarily local benefits. The past three budget rounds have reduced 
constant dollar Federal funding levels for mass transit (especially operating subsidies), water 
and navigation, and sewer programs and increased reliance on State and local governments to 
finance these local and regional infrastructure needs where appropriate. By 1989, the constant 
dollar funding for these locally oriented programs will return to the levels of the early- to mid-
1970's. 

• To ensure that those who benefit from infrastructure investment bear the cost, the Administra-
tion and Congress have increased the proportion of infrastructure spending that is supported 
by user fees. The 1982 Surface Transportation Assistance Act and the 1982 Airport and Airway 
Improvement Act increased user fees to establish a sound financing mechanism to fund 
national needs. The 1985 budget proposals extend these policies to programs that address local 
needs; user fees will make up an increasing share of both Federal and local contributions for 
these programs. 

This chapter contains 10 factsheets, which have been arranged into two groups of national programs 
and three groups of local programs.1 The remainder of this essay describes the savings achieved to 
date, the Administration's proposals for their continuation, and the reforms in infrastructure 
spending priorities and financing that are the cornerstone of Federal infrastructure policy. 

Excesses in Infrastructure Spending Curtailed 
As depicted on the following chart, Federal expenditures for public infrastructure grew dramatically 
during much of the period after 1962 and rapidly gained momentum as they climbed to their 1980 
peak. 

1 Separate factsheets have not been written for several water resources programs and receipts, miscellaneous highway construction, National Airport, and other 
miscellaneous Federal Avaition Administration (FAA) programs. 
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PUBLIC INFRASTRUCTURE: 
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• In real terms, Federal spending grew by 102% during this period. The bulk of this growth was 
in the late 1970's, as expenditures mounted to a 1980 high 68% above the 1970 level. 

• Spending grew in all infrastructure areas, but escalated most rapidly in locally oriented 
programs. Mass transit spending exploded during the 1970's—rising in real terms from a mere 
$0.3 billion in 1970 to $4.8 billion by 1981. Sewage treatment showed a similar pattern, rising 
from negligible outlays as the 1970's began to a peak of $4.7 billion in 1981. 

• At the same time that the Federal Government was increasing infrastructure expenditures, 
local governments were reducing their contributions to infrastructure. In 1960, capital spend-
ing by all levels of government for these same infrastructure activities accounted for 2.2% of 
GNP, while by 1980, despite increased Federal outlays, total spending declined to 1.3% of GNP. 

The past three budget rounds have reduced real Federal infrastructure outlays from their 1980 
peak. 

• Significant savings have been achieved in programs which address local needs. 
• These savings have offset the desired increases in national priority infrastructure spending. 
• By 1986, the share of GNP allocated for Federal public infrastructure spending will be reduced 

from its 1980 level of almost one percent of GNP by about one-fourth. 
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Enacted Savings 
The accompanying chart reveals the outlay savings that have been achieved from the pre-1981 
baseline. 

$ BILLIONS 
40-

PUBUC INFRASTRUCTURE: 
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• The pre-1981 policies would have escalated current dollar spending in each infrastructure 
category, for a combined growth over the period of 37%. 

• Under current law, nearly $21 billion has been saved over the 1982-86 period. 

• The savings can be attributed to substantial reductions in the locally oriented programs, 
accounting for nearly $20 billion, which more than offset the increases in highway programs. 

• These savings have allowed for a growth rate in national priority program levels over this 
period that is 55% greater than was planned in the pre-1981 baseline. 

Haphazard Spending Patterns Reversed 
Over the 1960's and 1970's, the Federal Government gradually accumulated additional responsibil-
ities for public infrastructure which "crowded out" the national programs. As shown in the table 
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below, by 1981 local infrastructure programs had captured a sizeable share of Federal infrastructure 
resources. 

Return of Public Infrastructure Budget Priorities to Mainly National Public Infrastructure Needs 
(1985 constant dollars in billions) 

Proposed 1962 actual 1970 actual 1976 actual 1981 actual J ? f j L 1989 budget 

Infrastructure Outlays 16.2 19.5 27.7 29.8 27.5 26.6 
Distribution of funding: 

National highways/airways 73% 76% 57% 51% 59% 66% 
Primarily regional/local programs 27% 24% 43% 49% 41% 34% 

The Administration has sought a reversal of this pattern, narrowing the Federal role to strengthen 
national programs and encouraging greater local flexibility in infrastructure investment. 

• Funding for largely local and regional investments will decline from 49% of Federal infrastruc-
ture funding in 1980 to 34% by 1989. 

• This will free fully two-thirds of the funding for highways, airports and airways. 
These same trends are evident in this year's budget proposals. The President's 1985 budget provides 
for gradual annual increases in the 1985-89 period in Federal expenditures for public infrastructure. 
As shown in the following table, expenditures for national programs will increase over current 
services levels, while savings will be achieved in local programs. Because these outlays will be 
increasingly financed by user fees, the President's plan will support the nation's necessary infra-
structure—but without adding to the deficit. 

Continued Strengthening of National Programs Proposed 
(Outlays in billions) 

1985 -89 
Major program areas 

Current services Administration 
budget4 

Proposed 
change 

National Infrastructure Programs: 
Highways1 

Airports/airways2 
71.8 
25.0 

70.9 
27.0 

- 0 . 9 
+ 2.0 

Subtotal 96.8 97.9 + 1.1 

Local Infrastructure Programs: 
Local mass transit 
Water projects and navigation3 

Sewage treatment 

22.7 
21.6 
11.9 

20.2 
21.0 
11.3 

- 2 . 5 
- 0 . 6 
- 0 . 6 

Subtotal 56.2 52.5 - 3 . 7 

Total, Public Infrastructure 153.0 150.5 - 2 . 5 

1 Includes small programs such as highway safety demonstrations funded from general revenues. 
2 Includes facilities and equipment fund and research and engineering. 
3 Army Corps of Engineers, Bureau of Reclamation, USDA small watershed projects. 
4 Based on 1985 request 
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As further illustrated in the table below, the Administration is committed to fulfilling the Federal 
role in infrastructure financing. Average constant dollar funding for national programs will exceed 
all previous levels. 

National Funding Exceeds Previous Levels 
(1985 constant dollars in billions) 

Average over period 

Highways Airports/airways Total 

1962-1966 11.3 2.4 13.8 
1967-1971 12.3 3.0 14.9 
1972-1976 10.8 3.9 14.7 
1977-1981 11.1 4.1 15.1 
1985-1989 proposed 13.0 4.9 18.0 

• Increases are requested for completing and preserving the interstate highway system and 
rehabilitating primary highways and bridges, continuing policies set forth in the 1982 Surface 
Transportation Assistance Act. Higher program levels and new initiatives are sought, as well, 
for highway safety. 

• Real spending growth is budgeted for airports and airways, reflecting the growing importance 
of this segment of the Nation's transportation system. With funding at more than twice the 
1960's levels in real terms, the safe and efficient movement of air traffic nationwide will be 
fostered by capital modernization, airport improvements, and operations and maintenance. 

• At the same time, sound user fee financing was enacted in 1982 for both programs. Conse-
quently, real funding levels will exceed that for all 5-year intervals since 1960—but without 
adding to the deficit. 

By contrast, constant dollar funding levels for primarily local infrastructure activities have been 
substantially trimmed after three budget rounds. Real outlays for local programs reached a $15.9 
billion peak in 1980, and the pre-1981 baseline would have continued the upward trend. By 1984, 
these outlays were reduced by 30%. The President's 1985 budget further reduces the 1984 level by 
19% by 1989. As shown in the table below, all categories of local and regional public infrastructure 
investment will have been reduced substantially in the enacted 1984 budget from their historic peak 
levels. 
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Local and Regional Public Infrastructure Investments Are Reduced From Peak Funding Levels 
(1985 constant dollars in billions) 

Amount Percent change 
from peak 

Total local programs: 
1980 peak 15.9 
1984 estimated 11.2 - 3 0 % 
1985 budget 10.3 - 3 5 % 
1989 budget 9.1 - 4 3 % 

Local water projects and regional navigation: 
1980 peak 5.7 
1984 estimated 4.4 - 2 2 % 
1985 budget 3.8 - 3 2 % 
1989 budget 4.0 - 2 8 % 

Local mass transit: 
1981 peak 4.8 
1984 estimated 4.1 - 1 4 % 
1985 budget 4.0 - 1 7 % 
1989 budget 3.2 - 3 2 % 

Local sewage treatment grants: 
1977 peak 6.0 
1984 estimated 2.6 - 5 6 % 
1985 budget 2.5 - 5 8 % 
1989 budget 1.8 - 7 0 % 

• Under the pre-1981 baseline planned outlays for local mass transit outlays would have contin-
ued to rise from their 1980 peak. By contrast, 1984 enacted mass transit funding will total $4.1 
billion in real terms—a 21% reduction from the previously projected levels. Due to the phase 
out of transit operating subsidies, the 1985 budget would further reduce aid in real terms to 
78% of the 1984 levels in 1989. 

• Funding levels under the pre-1981 baseline for local sewage treatment plants would have 
remained above $4.6 billion per year by 1984. Due to the lower authorization levels that are 
part of the reforms instituted in 1981, 1984 outlays will be $2.6 billion—or 44% lower in real 
terms. The 1985 budget continues this effort, reducing this program's real funding to 68% of its 
1984 level by 1989. 

• Federal funding of water and navigation programs has been reduced in constant dollars from 
its 1980 peak by 22% in 1984. The decline is due to two factors—reduced construction require-
ments as projects are completed, and improved planning efficiencies. The pre-1981 baseline 
would have provided 39% more than the enacted 1984 level. The 1985 budget accelerates the 
decline in inefficient project investments, proposes new user fees for navigation and greater 
non-Federal cost sharing for new water projects. 

The User Fee Principle 
To make infrastructure financing more efficient and less of a burden on the deficit, the past three 
budget rounds have instituted an increased reliance on user fees to support Federal infrastructure 
programs. These fees not only charge users for government investments made in their behalf, but 
will serve to put a meaningful price tag on infrastructure resources. Reflecting mainly legislation 
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enacted in 1982, the share of infrastructure program spending that is funded by user fees has 
increased, and it would increase further under the 1985 budget proposals. 

• For national infrastructure programs, the share funded by user fees will rise from 81% in 1980 
to over 90% throughout the 1985-89 period. 

• In total, the share of Federal infrastructure expenditures for both national and mainly local 
programs financed by those who benefit from them will have increased from 42% in 1980 to 
63% in 1989. 

The reliance on user fees allows for savings in general revenues devoted to infrastructure. During 
the past three budget rounds, general revenue funding for infrastructure has declined from $14.2 
billion in 1980 to $13.2 billion in 1984. The 1985 budget proposals will continue this decline to $11.7 
billion in 1989. These changes create a sound fiscal basis for future infrastructure funding to meet 
national needs while relieving pressure on the deficit. 
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Highways 
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Highway Trust Fund 
[In millions of dollars] Agency: Department of Transportation 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 13,931 14,675 15,459 15,468 15,477 15,487 76,568 
Outlays 11,242 13,194 13,807 14,374 14,655 14,847 70,877 
Obligations 13,398 14,271 15,171 15,172 15,173 15,174 74,961 

1985 Budget Level: 
Budget Authority 13,931 14,646 15,431 15,439 15,447 15,455 76,418 
Outlays 11,242 13,128 13,704 14,236 14,404 14,587 70,058 
Obligations 13,398 13,983 14,909 14,910 14,910 14,911 73,623 

Change: 
Budget Authority - 2 9 - 2 8 - 2 9 - 3 1 - 3 2 - 1 4 9 
Outlays - 6 7 - 1 0 3 - 1 3 9 - 2 5 1 - 2 6 0 - 8 1 9 
Obligations - 2 8 8 - 2 6 2 - 2 6 2 - 2 6 3 - 2 6 3 - 1 , 3 3 8 

Program Description 
The highway trust fund, financed by highway user fees, is the major source of Federal support for 
the Nation's highways and bridges. Trust fund revenues from the Federal 9 cent motor fuels tax and 
vehicle excise taxes provide grants under the Federal-aid highways program and other programs to 
States for the interstate, primary, secondary, and urban highways, and bridges. 

Current Status 
The Surface Transportation Assistance Act (STAA) of 1982 set the authorized funding levels for the 
Federal highway program for 1983 through 1986. The Act increased the motor fuels tax from 4 to 9 
cents—the first increase since 1959—and restructured other road taxes to greatly expand efforts to 
repair and reconstruct the Nation's highway infrastructure. The tax also improved the balance 
between the tax assigned to different classes of highway users and the costs those users impose on 
the highway system. 

1985 Budget Proposal 
The President's budget, combined with enacted 1983 economic recovery legislation for highway 
construction, follows the obligation levels established in the STAA. The 1985 budget adheres to the 
Act by proposing obligations, financed from the highway trust fund, of $14.0 billion for highways 
and bridges, an increase of $0.6 billion over 1984 and $5.5 billion over 1982, the year prior to the 
Act. The increased spending would allow: 

• completion of all segments of the interstate highway system by the early 1990's; 
• an obligation level increase for interstate rehabilitation of 263% over 1982 levels; and 
• primary highway and bridge rehabilitation obligation level increases of 28% and 79%, respec-

tively, over 1982. 

Rationale 
The Administration strongly supported passage of the STAA in 1982. The substantial increases 
stipulated in the Act are funding badly needed repair and reconstruction of our highways and 
bridges. 
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The President's 1985 budget is based on the Federal-aid highways obligation limitation in the STAA, 
reduced by $275 million to partially offset highway construction appropriations advanced subsequent 
to the STAA in 1983 economic recovery (Jobs Bill) legislation. The President's 1985 budget offsets 
the Jobs Bill advances over three years, 1985-87, to keep total highway obligations in line with 
revenues. The Administration is greatly concerned that additional highway spending would deplete 
the balance of the highway trust fund more precipitously than is already occurring, thus endanger-
ing the highway program in future years. Recent testimony by the Congressional Budget Office 
warns of an impending revenue shortfall even at the STAA obligation levels. 
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Highway Safety Grants and Demonstrations 
[In millions of dollars] Agency: Department of Transportation 

Level 1984 1985 1986 1987 1988 1989 Total 
1985-89 

Current Services: 
Budget Authority 171 172 123 129 134 140 698 
Outlays 156 156 160 168 163 157 803 

1985 Budget Level: 
Budget Authority..- 171 168 119 120 120 121 648 
Outlays 156 164 170 146 133 128 742 

Change-. 
- 1 9 - 4 9 Budget Authority - 4 - 4 - 9 - 1 4 - 1 9 - 4 9 

Outlays . + 9 + 10 - 2 1 - 2 9 - 2 9 - 6 1 

Program Description 
The National Highway Traffic Safety Administration (NHTSA) provides grants to States under 
programs that provide matching highway safety funds and alcohol safety incentive grants. The 
Federal Highway Administration (FHWA) also provides funds to States for safety reconstruction of 
unsafe highway segments. 

Current Status 
In 1984, the NHTSA grant programs were fully funded at the levels authorized by Congress. The full 
funding is consistent with this Administration's strong commitment to highway safety. 1984 FHWA 
appropriations also reflect this greater emphasis on safety. 

1985 Budget Proposal 
The 1985 budget continues NHTSA safety formula grants at their authorized levels. 
$44 million is proposed to be obligated for alcohol safety incentive grants as a "best estimate" of 
State response to the program. This money will be obligated from an available pool of $125 million, 
of which $50 million is added in 1985. In accordance with the authorizations for this one-time 
program, no additional money is added to the available pool in the out-years. However, the budget 
does plan for obligations to continue through 1988, when the entire $125 million would then be 
spent. 
Small decreases in various FHWA programs account for most of the decline in budget authority 
from 1984. This is due, primarily, to the elimination of the separate, categorical rail-highway grade 
crossing program. 

Rationale 
The budget continues successful safety programs while eliminating a duplicative program. Since 
1981, these successful programs have contributed to an 11% decrease in highway fatalities. 
The grants are used as an efficient vehicle to leverage Federal funds to promote State highway 
safety activities. 
The 1985 budget for Federal alcohol safety incentive grants is based on the estimate that 32 States 
will qualify for the grants through 1984. This represents a $6 million increase in funding in 1985 
and will allow the Federal Government to support directly State efforts to combat drunk driving. 

The FHWA rail-highway crossing program is being-dropped because it duplicates activities that are 
eligible for funding in the expanded Federal-aid highways program. 
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Airports/Airways 

331 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



Airport Improvement Program 
[In millions of dollars] Agency: Department of Transportation 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 994 987 1,017 1,017 1,062 1,104 5,188 
Outlays 800 782 823 877 908 945 4,334 
Obligation Limitation 800 843 885 927 968 1,006 4,629 

1985 Budget Level: 
Budget Authority 994 987 1,017 1,017 1,017 1,017 5,056 
Outlays 800 810 906 982 997 1,006 4,701 
Obligation Limitation 800 987 1,017 1,017 1,017 1,017 5,056 

Change: 
Budget Authority .... - 4 5 - 8 7 - 1 3 2 
Outlays + 2 8 + 8 3 + 106 + 8 9 + 6 2 + 367 
Obligation Limitation + 144 + 132 + 90 + 49 + 11 + 4 2 7 

Program Description 
The airport improvement program (AIP) provides grants for airport planning and development, 
including noise compatibility planning and programs. Formulation of master plans for future airport 
development, construction and reconstruction of runways, land acquisition to provide noise buffers 
around airports, and purchase of safety-related equipment such as firefighting apparatus are all 
examples of AlP-eligible projects. 

Current Status 
The Airport and Airway Improvement Act of 1982 authorized the AIP through 1987. 
Obligation limitations enacted through the appropriations process control how much of the annual 
authorization is actually available for obligation. In 1984, the obligation limitation is $800 million, 
roughly equal to the amount available for obligation in 1983, but $193.5 million less than the 
amount newly authorized for 1984. 

1985 Budget Proposal 
The 1985 budget request would allow obligations totaling $987 million, the amount newly authorized 
for that year in the Airport and Airway Improvement Act of 1982. The proposal, therefore, would 
provide a 23% funding increase over 1984 and a 17% increase over what would be available if 
obligations were held to a current services level. 

Rationale 
Current services funding would meet critical safety, rehabilitation and expansion needs. 
The 1985 budget increase ($144 million over current services) would make available more funding to 
relieve airport congestion. Funds would be largely targeted to increase the airport capacity available 
in metropolitan areas where many factors, including airline deregulation, have increased congestion 
in recent years. Capacity projects both at major commercial airports and reliever airports would be 
given priority. 
The 1985 budget proposal closely mirrors the amount of grant requests that FAA typically receives 
over the course of a year. 
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The AIP is funded entirely through aviation user fees, principally the ticket tax on commercial 
flights and fuel taxes on general aviation. Fully funding the amount newly authorized for the AIP 
in 1985 maximizes the user fee financing available for FAA operations. The Administration remains 
committed to recouping the fully allocated costs of the aviation system, including operations and 
maintenance, from the system users. 
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Federal Aviation Administration Operations 
[In millions of dollars] Agency: Department of Transportation 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 2,599 2,812 2,954 3,107 3,261 3,418 15,552 
Outlays 2,609 2,918 2,961 3,101 3,253 3,410 15,643 
Trust Fund Share 1 

(percent) 1 20 23 25 14 
1985 Budget Level: 

Budget Authority 2,599 2,745 2,939 3,041 3,141 3,246 15,112 
Outlays 2,609 2,688 3,073 3,063 3,136 3,242 15,202 
Trust Fund Share 1 

(percent) 64 53 64 48 42 54 
Change: 

Budget Authority - 6 7 - 1 5 - 6 6 - 1 2 0 - 1 7 2 - 4 4 0 
Outlays - 2 3 0 + 112 - 3 7 - 1 1 7 - 1 6 8 - 4 4 1 

1 Measured in terms of budget authority. 

Program Description 
The Federal Aviation Administration (FAA) operations appropriation finances all the expenses, 
including overhead, associated with FAA's operation and maintenance of the national airspace 
system and regulation of the safety of the aircraft, air carriers and airmen using the system. 

Current Status 
The appropriations process annually provides funds for FAA to carry out its operating responsibil-
ities. During 1982-84, emphasis has been placed on rebuilding the air traffic controller workforce in 
the wake of the August 1981 strike. 
The Airport and Airway Improvement Act of 1982 authorized the use of aviation user fees to finance 
a portion of FAA operations. The amount available is tied to the portion of the airport improvement 
program (AIP) and facilities and equipment (F&E) authorizations made available through the 
appropriations process. For instance, due to one statutory penalty provision, each one dollar reduc-
tion in F&E results in a two dollar reduction in the amount of FAA operations that can be financed 
from user fees. 
In 1984, none of FAA operations is financed by user fees because of AIP and F&E funding 
reductions in the 1984 Transportation Appropriations Act and the resulting application of penalty 
provisions. 

1985 Budget Proposal 
The 1985 budget proposes total operations funding of $2.7 billion, the amount necessary for the first 
full "normal" year since the air traffic controllers strike. 
Additionally, it proposes that $1.8 billion of operations funding be financed by user fees. The $1.8 
billion includes $500 million of user fee financing foregone in 1984 due to reductions in the F&E 
program. 
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Rationale 
The 1985 budget closely approximates the 1985 current services level, minus savings associated with 
such management reforms as increased use of contracting out for services previously performed by 
Federal employees. 
Reductions from current services levels are possible in the out-years because, as the system is 
modernized, efficiencies are realized and staffing increases are mitigated. The savings are most 
sizable in the later years (1988-89). 
Regarding the level of user financing for FAA operations, the 1985 budget proposes that the newly 
authorized amounts for both the AIP and F&E be made available. Thus, no statutory penalty 
provisions would apply and $1.3 billion of user fees would be authorized to finance FAA operations 
expenses. 

The remaining $500 million of proposed operations user fee financing is tied to the 1985 budget 
request for F&E, which proposes that $250 million of unappropriated 1984 F&E authorizations be 
made available in 1985. The additional $500 million of user fee financing of operations is the amount 
foregone in 1984 when the $250 million F&E reduction was taken. Many members of the aviation 
community have concurred that this $500 million recoupment is appropriate. 

336 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



Federal Aviation Administration Capital 
Modernization Program 

tin millions of dollars] Agency: Department of Transportation 

Level 1984 1985 1986 1987 1988 1989 Total 
1985-89 

Current Services: 
Budget Authority 1,013 1,057 1,042 1,058 1,104 1,147 5,408 
Outlays 601 758 897 985 1,022 1,070 4,732 

1985 Budget Level: 
Budget Authority 1,013 1,927 1,730 1,653 1,505 1,410 8,225 
Outlays 601 907 1,240 1,489 1,575 1,566 6,778 

Change: 
Budget Authority + 8 7 0 + 6 8 9 + 595 + 4 0 1 + 2 6 3 + 2 , 8 1 7 
Outlays + 150 + 3 4 3 + 504 + 5 5 3 + 4 9 6 + 2 , 0 4 5 

Program Description 
The FAA capital modernization program is a multi-year development and acquisition program to 
upgrade the air traffic control, air navigation and various support systems that comprise the 
national airspace system. The program was first presented in January 1982 when the FAA pub-
lished the National Airspace System (NAS) Plan. 

Current Status 
The Airport and Airway Improvement Act of 1982 provided the research, engineering and develop-
ment (R,E&D) and facilities and equipment (F&E) authorizations necessary to fund the programs in 
the NAS Plan through 1987. 
Through 1984, the R,E&D appropriations have closely tracked the annual authorization levels. 
Funding for R,E&D has been critical since it finances the development work that must be completed 
before new systems can be acquired with F&E funds. 
On the other hand, the F&E appropriations have been significantly below the authorized levels, 
largely reflecting more current schedules for award of major contracts. To date, actual implementa-
tion of the NAS Plan has been minimally affected by the reduced appropriations. 

1985 Budget Proposal 
The 1985 budget requests the full authorization for R,E&D. For F&E, the budget proposal not only 
would fund the newly authorized 1985 level, but also $250 million of unappropriated 1984 authoriza-
tions. 
In total, the 1985 budget request reflects a 90% increase over the 1984 enacted levels and an 82% 
increase over the current services level. Over the 1985-89 period, the budget proposes funding that is 
52% higher than the current services level. 

Rationale 
Full funding for the FAA capital modernization program is among the highest transportation 
priorities. The program not only would vastly increase the capacity and cost-effectiveness of the 
national airspace system, but would improve the system's safety as well. 
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1985 is a key year for the capital modernization program. The large funding increase is critical to 
ensure that the second and third year commitments for on-going, multi-year contracts are met and 
that additional major system acquisitions are awarded on schedule. 
Included in 1985 is funding to procure new computers and develop new software to replace the 
1960's technology currently used at FAA's enroute air traffic control centers. Additional funding 
increments are requested for new airport landing systems, terminal radars, discrete address beacons, 
and a systems engineering and integration contractor responsible for keeping the modernization 
program on track. 

The capital modernization program is entirely financed by aviation user fees. Full funding at 
authorized levels also maximizes the amount of user fee financing available for FAA operations. The 
Administration remains committed to recouping the fully allocated costs of the aviation system, 
including operations and maintenance, from the system users. 
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Mass Transit 
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Public Transit 
[In millions of dollars] Agency: DOT/WMATA 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 4,320 4,327 4,491 4,638 4,547 4,490 22,494 
Outlays 3,936 4,196 4,597 4,732 4,559 4,610 22,693 

1985 Budget Level: 
Budget Authority 4,320 4,112 4,119 3,990 3,790 3,622 19,633 
Outlays 3,936 3,990 4,263 4,240 3,913 3,807 20,212 

Change: 
Budget Authority. - 2 1 5 - 3 7 3 - 6 4 8 - 7 5 7 - 8 6 8 - 2 , 8 6 1 
Outlays - 2 0 6 - 3 3 4 - 4 9 2 - 6 4 6 - 8 0 4 - 2 , 4 8 1 

Program Description 
Public transit operations receive Federal assistance to repair, replace or build transit facilities and 
equipment, and to pay some of the costs of transit operations. Federal grants are distributed by 
formula for both capital and operating expenses. Discretionary grants are also available for specific 
major capital projects. 

Current Status 
1984 is the first year of a new capital and operating expenses formula grant program authorized by 
the Surface Transportation Assistance Act of 1982 (STAA). 1984 also initiates discretionary capital 
grant funding from the revenues derived from 1 cent per gallon of the motor fuels tax. 

Operating expenses funded by the formula grant program are limited by law to a fixed percentage of 
the 1982 levels. The amounts that can be so used vary by city size, with the largest areas being able 
to use 80% of the 1982 levels and the smallest areas 95%. This limitation was designed to reflect the 
relative reliance on Federal operating subsidies by cities of differing size, and the relative difficulty 
of adjusting to the elimination of Federal support. 

1985 Budget Proposals 
The budget proposes to hold the line on total Federal support for transit while focusing a greater 
proportion of the available funding on bus and rail capital needs. 

• Operating Subsidies.—The budget proposes to continue the phasedown in Federal operating 
subsidies initiated in the STAA, leading to eventual elimination by 1989. Building on the logic 
incorporated in the STAA, the phasedown would focus the initial additional reductions on the 
largest cities while giving the smallest cities added time to adjust their transit financing and 
operations. Specifically, in 1985, areas above 1 million population would be allowed to spend 
50% of the operating subsidy levels provided in current law. Areas between 200,000 and 1 
million population would be allowed 75%, and those below 200,000 population would be allowed 
100%. The reduced operating subsidies associated with these changes would continue to be 
available to the individual localities for capital expenses. 

• Capital Grant.—The formula capital program will increase by 23% between 1984 and 1985, 
offsetting the reduction in operating subsidies. These additional funds would be used to repair 
or replace bus and rail transit facilities and equipment in large- and medium-size cities. These 
cities generally have the largest and oldest transit systems. Discretionary capital grants will be 
at the level authorized in the Surface Transportation Assistance Act of 1982. These grants will 
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be used, together with formula capital grants, to maintain priority for funding bus and rail 
modernization, while providing sufficient funds for new systems. Grants for the Washington 
Metro subway system are maintained at the 1984 level while interstate transfer grants for 
transit projects provide for final completion of the interstate transfer program by the time 
construction of the interstate highway system is completed (about 1990). 

Rationale 
Rehabilitation of existing public transit systems should be the highest Federal transit program 
priority. Reflective of this, the budget focuses Federal assistance on capital grants for existing bus 
and rail systems. 
Recognizing, however, that some localities require new or major extensions of their transit systems, 
the budget proposes to maintain the 1984 level for new bus and rail projects that are cost effective. 
Transit operations should be the responsibility of State and local governments rather than the 
Federal Government. The primary factors affecting operating costs (i.e., routes, labor contracts, 
maintenance and repair, etc.) and the level of cost recovery from transit fares, are set by State or 
local governments and not the Federal Government. In addition, two recent studies have highlighted 
the fact that less than 30% of Federal operating subsidies go to benefit existing transit users, while 
the remainder is eaten up by increased costs and expanded service. For these reasons, the budget 
proposes continued phasedown of Federal operating subsidies. The policy has been structured to 
mitigate hardship that might be encountered by local governments as they adjust to the Federal 
phasedown. The phasedown of subsidies will be gradual and less demanding for those smaller and 
medium size cities which may be more dependent on Federal assistance. 
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Water Projects and Navigation 
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Soil Conservation Service Water Projects 
[In millions of dollars] Agency: Department of Agriculture 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 200 221 233 245 257 269 1,226 
Outlays 293 317 266 242 254 266 1,345 

1985 Budget Level: 
Budget Authority 200 109 115 121 142 147 634 
Outlays 293 277 144 121 135 144 821 

Change: 
Budget Authority - 1 1 2 - 1 1 8 - 1 2 4 - 1 1 5 - 1 2 2 - 5 9 2 
Outlays - 4 0 - 1 2 3 - 1 2 1 - 1 1 9 - 1 2 2 - 5 2 4 

Program Description 
This program category provides two types of Federal assistance: 

• It finances a portion of the cost of surveys and investigations of river basins for the purpose of 
developing comprehensive plans for water resource development in these river basins. It also 
finances surveys and plans for small watershed projects in cooperation with local sponsors. 

• It finances a major share of the cost of construction of dams and other structural measures in 
small watershed projects sponsored by local organizations. 

Current Status 
Over the 1981-84 period new funding averaged $25 million to $26 million annually for planning, and 
about $192 million annually for construction (exclusive of the $100 million addition provided by the 
1983 Jobs Bill for accelerated construction of small watershed and flood prevention projects). During 
this period new starts for planning have averaged 35 annually; new starts for construction have 
averaged 18. 

1985 Budget Proposal 
The budget proposal would provide new appropriations of $22 million for planning and $86 million 
for construction. It would reduce the number of new river basin surveys, and would preclude any 
new planning or construction starts of small watershed and flood prevention projects. 

Rationale 
The proposed budget continues to fund ongoing construction in recognition that many local sponsors 
have made resource commitments based on expected performance by the Federal Government. 
About 490 flood prevention and small watershed projects continue under construction during 1985. 
Almost 1,650 staff years of Soil Conservation Service technical assistance will be provided on these 
projects as well as on some projects in the pre-construction stage. 
The budget does not fund any new construction starts. Watershed construction was accelerated 
substantially by the $100 million increase over the normal funding level provided recently by the 
Jobs Bill, Congress has directed 25 new construction starts in each of the last two years. Thus, the 
backlog of projects waiting to be built has been virtually eliminated. Priority should now be given to 
financing those projects already begun. 
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Though the appropriation request is sharply reduced below 1984, total outlays, representing work 
completed during the year, would decline only $16 million. This is because the sharp increase in 
appropriations in 1983, followed by additional funding for 1984, resulted in the carryover of large 
unexpended obligations. These obligations will be expended in 1985. 
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Corps of Engineers, Civil 
[In millions of dollars] Agency: Department of Defense—Civil 

Level 1984 1985 1986 1987 1988 1989 Total 
1985-89 

Current Services—Net: 
Budget Authority 2,632 2,820 2,857 2,990 3,188 3,341 15,196 
Outlays 3,033 2,885 2,855 2,988 3,186 3,339 15,252 

1985 Budget Level: 
Budget Authority 2,632 2,708 2,894 3,117 3,369 3,545 15,633 
Outlays 3,033 2,837 2,891 3,115 3,367 3,542 15,752 

Proposed Receipts: 
Budget Authority - 2 0 0 - 2 0 0 - 2 0 1 - 2 0 1 - 2 0 1 - 1 , 0 0 3 
Outlays - 2 0 0 - 2 0 0 - 2 0 1 - 2 0 1 - 2 0 1 - 1 , 0 0 3 

Change: 
Budget Authority - 3 1 2 - 1 6 3 - 7 3 - 2 0 + 2 - 5 6 6 
Outlays - 2 4 8 - 1 6 3 - 7 3 - 2 0 + 2 - 5 0 3 

Program Description 
The Corps of Engineers plans, constructs, operates and maintains water resource projects. These 
projects provide inland and coastal navigation channels, flood control, hydropower, water supply and 
other services. 

Current Status 
The Corps construction program has been decreasing over the last several years. This is because the 
annual cost of new starts has been less than the prior-year cost of completing more expensive 
projects started in the past. The Corps operation and maintenance (O&M) program has basically 
stayed at the current service level for existing projects, increasing only to maintain new projects 
becoming operational. 

1985 Budget Proposal 
The budget proposal would provide $1.1 billion for navigation O&M and construction, of which $200 
million would be recovered through new user fees on channels and waterways. 
The budget for 1985 and beyond would keep all construction projects on schedule, and includes a 
modest allowance for new construction starts. Two new projects already authorized are proposed to 
start in 1985. Despite this, total construction funding would decrease from the 1984 level. 
O&M would be at the current services level, adjusted for new projects. 
A $20 million or 15% reduction in project planning would restrict funding to studies that are likely 
to result in actual construction. 

Rationale 
The Administration continues to believe that shipping companies and their customers who capture 
the benefits of Federal navigation projects should pay their fair share of construction and O&M 
costs. In 1984 it will cost the general taxpayer about $650 million to maintain shipping channels and 
inland waterways while $39 million will be recovered through a user tax on barge lines. This is in 
sharp contrast to Federal contributions to airways and highways that are recovered to a much 
greater degree through user fees and taxes. 
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The reduction in the estimate for proposed navigation receipts compared to previous budget requests 
signals the Administration's continued interest in a final resolution of this issue, yet recognizes that 
none of the bills active in Congress would recover 100% of the Federal costs through user fees. 
Both of the new projects proposed in this budget are economically and environmentally justified and 
have a substantial portion of their total costs borne by non-Federal sponsors. 
The overall reduction in the construction program is not the result of an Administration initiative. 
It comes about because the Corps is completing much of its ongoing work, without replacement by 
new starts of equivalent annual cost. 
The O&M request would ensure that the taxpayers' previous investments in new and existing 
projects are protected. 
The planning reduction follows from the principle that a Federal investment of time and money 
should only be made in those cases where there is a reasonable likelihood of success. 
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Bureau of Reclamation 
[In millions of dollars] Agency: Department of the Interior 

Levei 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 891 943 952 990 1,043 1,110 5,038 
Outlays 879 940 952 990 1,042 1,109 5,032 

1985 Budget Level: 
Budget Authority 891 1,004 1,165 1,194 1,295 1,290 5,948 
Outlays 879 932 1,004 1,094 1,179 1,289 5,498 

Change: 
Budget Authority + 62 + 212 + 204 + 252 + 180 + 910 
Outlays - 7 + 52 + 104 + 137 + 180 + 4 6 6 

Program Description 
The Bureau of Reclamation develops and manages water resources in the 17 contiguous western 
States, primarily for hydropower, municipal water supply, and irrigation. In 1985, 80 projects will be 
under construction, including two new starts, and 32 projects will be operated and maintained. 
Estimates shown are net of project-generated receipts except those hydropower receipts in excess of 
operation and maintenance costs, which offset power marketing agencies' budgets and are shown in 
Chapter 1. 

Current Status 
Gross funding for this program has increased annually. These increases have been necessary to 
continue significant progress on key water projects already under construction. 

1985 Budget Proposal 
The 1985 budget for the Bureau of Reclamation would keep construction of existing projects on 
schedule, start two high-priority hydropowrer projects, and ensure adequate maintenance of existing 
projects. The new construction starts will upgrade the hydropower capability of Hoover Dam on the 
Nevada/Arizona border, and the Palisades Project in Idaho. Both of these projects represent the new 
partnership in enhanced financing arrangements with local sponsors that is one of the key features 
of the Administration's water policy. 

Rationale 
The new projects underwent a rigorous review process guaranteeing that national benefits exceed 
costs and that Federal and non-Federal contributions to the projects are balanced and fair. To 
ensure that the benefits available from completed water resource projects are realized as quickly as 
is prudent and at the same time achieve efficiency during construction, we propose funding at a 
level which would result in no construction delays. Adequate maintenance is necessary to protect 
the taxpayers' past investment. 
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Sewage Treatment 
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Sewage Treatment Construction Grants 
Agency: Environmental Protection 

[In millions of dollars] Agency 

Level 1984 1985 1986 1987 1988 1989 Total 
1985-89 

Current Services: 
Budget Authority 2,430 2,560 2,690 2,810 2,930 3,050 14,040 
Outlays 2,500 2,510 2,380 2,320 2,330 2,350 11,890 

1985 Budget Level: 
Budget Authority 2,430 2,400 2,400 2,400 2,400 2,400 12,000 
Outlays 2,500 2,500 2,340 2,210 2,140 2,100 11,290 

Change: 
Budget Authority - 1 6 0 - 2 9 0 - 4 1 0 - 5 3 0 - 6 5 0 - 2 , 0 4 0 
Outlays - 1 0 - 4 0 - 1 1 0 - 1 9 0 - 2 5 0 - 6 0 0 

Program Description 
This program provides financial assistance to State and local governments for the construction of 
publicly owned sewage treatment systems. Since 1973, over $40 billion in grant funds have been 
provided and over 11,000 projects have been completed. 

Current Status 
Significant long term savings proposals were adopted in 1981 with the enactment of reform legisla-
tion that limits the types of eligible projects and targets funds to projects with the greatest water 
quality benefits. The law authorized funding not to exceed $2.4 billion per year, and this maximum 
authorized level has been requested annually since 1981. A separate funding mechanism, not to 
exceed $200 million per year, can also be used to control the effects of heavy rain storms on certain 
sewer systems. Appropriations for these projects, commonly referred to as combined sewer overflow 
(CSO) correction projects, were $30 million for 1983 and 1984. The Administration requested no 
funding. 

1985 Budget Proposal 
Though it is somewhat below the conventional calculation of current services, the full level of $2.4 
billion authorized by law is again requested. This level will fund 650 new projects and allow for the 
completion of 1,060 existing projects. 

Rationale 
The proposal continues the Administration commitment to request an annual appropriation of $2.4 
billion, based on the reform legislation. The reforms limit funding to projects that serve existing 
populations and which directly improve water quality. Project elements which serve estimated 
future growth in population or which do not improve the quality of rivers and streams may be 
financed by State and local governments without Federal contribution. 
The proposed budget continues to provide the funding stability sought by States and municipalities. 
Funding is not requested for CSO projects for several reasons. These projects are extremely expen-
sive, have limited and temporary effect on water quality and provide primarily highly localized, 
recreation benefits. 
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