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House appropriators recently approved the fiscal 
year (Fy) 2014 Transportation, Housing and 

urban Development, and Related Agencies (THuD) 
bill, setting the spending level at $44.1 billion—a 
$4.4 billion reduction from the Fy 2013 post-seques-
tration level.

Senate appropriators have blown through the 
sequestration spending caps and approved their 
more costly, $54 billion THuD bill. The House 
should hold its ground and resist giving way to that 
higher spending level. lawmakers in both chambers 
could also adopt the following reforms which, when 
fully implemented, would achieve $30 billion in 
additional budget savings.

■■ Terminate the Essential Air Service (EAS) 
program: $100 million. Following airline dereg-
ulation in 1978, Congress began subsidizing com-
mercial flights in rural communities through the 
supposedly “temporary” EAS program. Three-
plus decades later, federal taxpayers are still pay-
ing for the program. Taxpayers should not be 
forced to subsidize rural passengers who opt for 
air travel when cheaper or unsubsidized travel 
alternatives, such as ferries, are available. Any 

subsidies for these flights should come from the 
local or state level—not the federal government.

■■ Privatize the Federal Aviation Administra-
tion (FAA): $11.8 billion. Canada privatized its 
air traffic control (ATC) system in 1996, elimi-
nating the need for government subsidies and 
improving service while maintaining robust 
safety standards.1 Great Britain, Austria, and 
Denmark, among other countries, also success-
fully privatized or commercialized their ATC sys-
tems. Congress should follow this example, first 
by expanding competitive contracting opportu-
nities at the FAA and subsequently developing 
privatization legislation, which could include, 
as an interim step, restructuring the FAA as an 
independent government corporation funded 
via user fees and private credit market borrow-
ing. using Fy 2014 as a benchmark, privatization 
would save $9.5 billion in operations, $2.2 billion 
in facilities and equipment, and $145 million in 
research, engineering, and development costs.2

■■ Reduce funding for the Airport Improvement 
Program (AIP) by 25 percent: $800 million. 
Congress subsidizes public agencies and even pri-
vate airport owners to plan and develop publical-
ly used airports, awarding AIP grants for runway 
construction, airfield lighting, noise mitigation, 
and similar projects. As a step toward eliminat-
ing the AIP, Congress should follow President 
Obama’s lead in his Fy 2013 and Fy 2014 budget 
requests, which called for cutting funding by 27.6 
percent and 13.4 percent, respectively.3

This paper, in its entirety, can be found at 
http://report.heritage.org/ib3984

Produced by the Thomas A. Roe Institute 
for Economic Policy Studies

The Heritage Foundation
214 Massachusetts Avenue, NE
Washington, DC 20002
(202) 546-4400 | heritage.org

Nothing written here is to be construed as necessarily reflecting the views 
of The Heritage Foundation or as an attempt to aid or hinder the passage  
of any bill before Congress.



2

ISSuE bRIEF | NO. 3984
July 1, 2013

■■ Close down the Appalachian Regional 
Commission and eliminate its funding: $3 
million. This community and regional devel-
opment agency duplicates highway construc-
tion work done through the Department of 
Transportation, and its funds are earmarks tar-
geted toward location-specific communities of 
the 13 Appalachian states.

■■ Privatize Amtrak: $950 million. losses on 
Amtrak’s state-supported and long-distance 
routes overshadow its profitable routes and ser-
vices (including the Northeast Corridor), result-
ing in annual net losses and the need for mas-
sive federal subsidies. Congress should require 
Amtrak to subject the operation of its lines to com-
petitive contracting, which would improve ser-
vice and lower its operating costs. Privatization 
would occur over the course of several years, at 
which point full savings would be realized.4 When 
compared to Fy 2014 spending, savings are $350 
million in operating grants and $600 million in 
capital and debt service grants.

■■ Terminate the Federal Transit 
Administration after phasing out the fed-
eral transit program over five years: $2.29 
billion. Transit is a local, not a federal, priority, 
and would be more appropriately funded at that 
level instead of through federal gas tax user fees. 
To phase out the program, Congress should stop 
incurring new federal transit obligations, ful-
fill existing obligations, and gradually transfer 
gas tax revenues diverted to transit back to the 
Highway Account of the Highway Trust Fund to 
be distributed via normal formula funding. For 
Fy 2014, the House bill would spend $11.5 billion 

on transit, including $9.5 billion on transit for-
mula grants and $1.8 billion on capital grants. 
Assumed savings for the first year during phase-
out are $2.29 billion, or one-fifth of the Fy 2014 
appropriation.5

■■ Eliminate subsidies to the Washington 
Metropolitan Area Transit Authority 
(WMATA): $125 million. Despite decades of 
subsidies, WMATA has performed poorly, offer-
ing unreliable service and suffering from mis-
management and high operating costs. Because 
WMATA serves truly local needs, it should be 
fully funded through fares (user fees), advertis-
ing revenue, and revenue from the jurisdictions 
that it serves: Washington, D.C., Virginia, and 
Maryland. 

■■ Privatize the Saint Lawrence Seaway 
Development Corporation: $31 million. 
Congress should follow the lead of Canada, which 
privatized its section of the Saint lawrence 
Seaway in 1998, to eliminate the need for taxpayer 
support and encourage productivity and compet-
itiveness along the seaway. Full savings would be 
realized when this reform is fully implemented.

■■ Limit Highway Trust Fund (HTF) spend-
ing to level of revenue: $12 billion. Congress 
spends more out of the HTF than it collects in 
federal fuel tax revenues, bailing out the HTF 
with cash transfers from the General Fund. This 
worsens federal budget deficits and excuses fed-
eral spending on local programs such as bicycle 
and nature trails, ferry boats, and scenic overlook 
construction, which do not reduce traffic conges-
tion.6 Congress should redeploy HTF money only 
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to programs that cost-effectively improve mobil-
ity and safety or reduce congestion.

■■ Close down the Maritime Administration 
(MARAD): $325 million. MARAD was created 
in 1950 to provide domestic maritime commerce 
in the event of a national emergency. The out-
dated maritime laws it enforces actually under-
mine the competitiveness of the u.S. shipping 
and shipbuilding industries by subsidizing inef-
ficient shippers and raising consumer prices. In 
separate legislation, Congress should repeal the 
Jones Act (authorized by the Merchant Marine 
Act of 1920), an antiquated law that requires 
u.S.-owned, -built, and -operated vessels to move 
goods between two locations in the u.S.

■■ Eliminate the Community Development 
block Grant (CDbG) program: $1.6 billion. 
The CDBG program duplicates other federal 
housing and economic development programs. It 
has also strayed from its original purpose of pro-
viding housing assistance and encouraging eco-
nomic development in low-income communities. 
The grants have been diverted to wasteful pork 

projects, such as funding a pet shampoo company 
and issuing risky business loans.7 To their cred-
it, House appropriators reduced this program’s 
funding by 58 percent from $3.8 billion in Fy 
2013 to $1.6 billion in Fy 2014, but this program 
already received $16 billion from the Hurricane 
Sandy Disaster Relief bill. Congress should elimi-
nate the CDBG program altogether and devolve 
these activities to the states and localities.

Total Savings: $30.024 billion

Slow the Spending Train. Spending should be 
reined in to bring the national debt—which is on 
course to increase by 50 percent during the next 
decade—under control. While the programmatic 
reforms discussed above cannot happen overnight, 
lawmakers can take concrete steps in this year’s 
appropriations process to eliminate wasteful, poorly 
targeted, and inefficient spending. The THuD bill is 
a good place to start.
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tage Foundation.
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