L 0%32a0 LT TG

Sl = 7/
\

REPORT TO THE CONGRESS

Highway Program Shows
Limited Progress Toward
ncreasing Accessibility

To And Through Appalachia

B-764497(3)

Appalachian Regional Commission

BY THE COMPTROLLER GENERAL
OF THE UNITED STATES

e/ uaY12,1971




-
COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON D C 20548

B~164497(3)

To the President of the Senate and the
Speaker of the House of Representatives

This 1s our report entitled "Highway Program Shows Lim-
ited Progress Toward Increasing Accessibility To and Through
Appalachia "' This program i1s administered by the Appalachian

Regional Commuission,

Our review was made pursuant to the Budget and Accounting
Act, 1921 (31 U S.C 53), and the Accounting and Auditing Act of
1950 (31 U.S C. 67).

Copies ol this report are being sent to the Director, Office
of Management and Budget, the Federal Cochairman and the
States' Regional Representative, Appalachian Regional Commas-
sion, the Secretary of Transportation, and the Admmastrator,
Federal Highway Administration

7/ .

Comptroller General
of the United States

50 TH ANNIVERSARY 1921 - 1971



COMPTROLLER GENERAL'S HIGHWAY PROGRAM SHOWS LIMITED PROGRESS
REPORT TO THE CONGRESS TOWARD INCREASING ACCESSIBILITY TO AND
THROUGH APPALACHIA

Appalachian Regional Commission
B-164497(3)

DIGEST

WHY THE REVIEW WAS MADE

The Appalachian Regional Development Act of 1965 was enacted to promote
the economic development of the Appalachian region on a coordinated and
concerted regional basis  Studies and congressional hearings preceding
passage of the act emphasized that an adequate transportation system was
the first requisite for successful economic development of Appalachia.

The General Accounting Office (GAO) 1n 1ts review sought to determine

whether the Appalachian development highway system was achieving the ob-

Jective established for 1t--to 1ncrease accessibility to, through, and
within the region.

FINDINGS AND CONCLUSIONS

Limited progress has been made toward accomplishing the objective of the
development highway system, as discussed below.

The act authorized $1 768 billion 1n Federal funds for a 6-year develop-

ment effort and established the Appalachian Regional Commission to plan
and coordinate 1t

About $1.165 b11110n was earmarked for the development highway program
Of that amount, about $1 08 bil1lion was for construction or 1mprovement
of development highways to open up 1so0lated areas

About $80 m11110n was for building access roads to cannect 1ndustrial
s1les and recreational areas with major highways. (See p. 8.)

Laek of regronal prioriiies

The Regional Commission established 21 corridors within which the devel-
apment highways would be built. {See app. I for map of corridors.)

The development highway system as planned by the Regional Commission was
designed to connect with the Interstate Highway System i1n and surrounding
Appalachia to provide access to 1solated areas. The Regional Commission,
however, di1d not establish construction priorities directed loward

achieving the greatest contributions toward program goals at the earliest
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practicable time, nor did 1t determine whether priorities established by
the States were directed toward that end. (See p. 9.)

Instead, the Regional Commission allocated the Federal funds available on

the basis of the estimated cost of the highways authorized for each State.

The States, 1n effect, were allowed to set their own priorities, regard-

}ess of th§ extent to which they might further regional accessibility.
See p 9.

About 50 percent of the highways of the development highway system have
been constructed or planned for construction with the Federal funds au-
thorized. Some of the highway segments do not significantly increase ac-
cessibility to and through the region. They do, however, ease local
traffic congestion and improve local accessibility.

Cognizant committees of the House and the Senate have pointed out that,
although 1t was recognized that the development highways would ease
traffic congestion 1n some parts of Appalachia, they were not to be de-
signed and built with that objective 1n mind. Rather, they were to be

designed and built as 1nstruments of economic development--to open up 1so-

lated regions. (See p. 9.)

GAO believes that the Regional Commission should have given priority to
projects that would have provided the greatest accessibility to and
through the region at the earliest possible time and that funds should
have been allocated on the basis of those priorities and of the ability
of each State to proceed. (See p. 13.)

Unappropriated funds

About $345 m11l1on of the program funds have not been appropriated, and
as of February 1971 about $78 m111ion had been appropriated but not ob-
T1gated. Thus an opportunity still exists for the Regional Commission to
give priority to projects that would contribute most toward improving ac-
cessibility to and through the region. (See p. 30.)

Cost inereases of the highway system

The Regional Commission's current estimated cost of the development high-
way system 1s about $3.85 bi11l1ion, an 1ncrease of $2 65 billion over 1ts
original estimate. The current estimate was compiled 1n a more reliable

manner than was the 1nitial one, and part of the increase resulted from
more realistic cost estimating.

In addition, changes 1n program requirements subsequent to the start of
the program contributed to the increase. The changes included 1ncreases
1n the number of miles of four-lane highways to be built and 1n the total
number of miles of highway to be constructed Also new Federal require-
?ents, 1nc]§d1ng safety standards and design hearings, were imposed.

See p 22
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RECOMMENDATIONS OR SUGGESTIONS

The Regional Commission should establish priorities for further construc-
tion and should use remaining funds on projects that will contribute most
toward program goals. (See p 30 )

AGENCY ACTIONS AND UNRESOLVED ISSUES

The Regional Commission disagreed with GAO's conclusions that priorities
for highway construction should have been established on a regional basis
and that funds should have been allocated to projects having the highest
regional priorities.

The Regional Commission said that 1t believed that GAO had somewhat over-
stated the problem of highway fragmentation that resulted from permitting
the States to set their own priorities. The Regional Commission cited
these reasons, among others, for 1ts program procedures.

--Some States were not ready to provide the required matching funds
when the act was passed.

--New layers of organization and procedures would have been necessary
to carry out the program on a regional basis, therefore the Regional
Commission followed regular Federal-aid highway procedures, under
which priorities are established by the States.

--Delays 1n State funding and the need to resolve local problems would
have prohibited completion of all the corridors 1n their entirety.

--Recommendations of the Governors must carry heavy weight with the Re-
gional Commission in matters affecting their States (See p. 28 ) .

GAQ believes that some of the difficulties, such as delays 1n State fund-
1ng and the need to resclve local problems, would exist regardless of
program procedures The decision to follow the normal Federal-aid high-
way procedures, with priorities set locally, however, 1s not 1n conscnance
with the Congress' recognition of the need for a regional program, 1in
GAO's opinion. (See pp 27 and 28 )

MATTERS FOR CONSIDERATION BY THE CONGRESS

The Congress may wish to consider requiring the Regional Commission to
adopt a regional approach to the construction of the development highway
system, allocating remaining funds to projects having the highest prior-
1t1es 1n 1ncreasing accessibility to and through the region

The Congress 1s currently considering legislation to authorize an addi-
tional $925 m1111on as the Federal share to complete the system. In
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considering that and similar future legislation, the Congress may wish
to take note of the manner 1n which the Regional Commission administered

the Appalachian Development Highway Program.

GAO believes that the organization directing any future regional devel-
opment program w11l need to exercise strong leadership to ensure that
State actions provide the greatest benefit to the region as a whole,
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COMPTROLLER GENERAL'S HIGHWAY PROGRAM SHOWS LIMITED PROGRESS
REPORT TO THE CONGRESS TOWARD INCREASING ACCESSIBILITY TO AND
THROUGH APPALACHIA
Appalachian Regional Commission
B-164497(3)

DIGEST

— et — —— —

WHY THE REVIEW WAS MADE

The Appalachian Regional Development Act of 1965 was enacted to promote
the economic development of the Appalachian region on a coordinated and
concerted regional basis. Studies and congressional hearings preceding
passage of the act emphasized that an adequate transportation system was
the first requisite for successful economic development of Appalachia.
The General Accounting Office (GAO) 1n 1is review sought to determine
whether the Appalachian development highway system was achieving the ob-
Jective established for 1t--to increase accessibility to, through, and
within the region.

FINDINGS AND CONCLUSIONS

Limited progress has been made toward accomplishing the objective of the
development highway system, as discussed below.

The act authorized $1 768 bill1ion 1n Federal funds for a 6-year develop-
ment effort and established the Appalachian Regional Commission to plan
and coordinate 1t

About $1.165 bi1111on was earmarked for the development highway program.

Of that amount, about $1.08 bi1110n was for construction or improvement
of development highways to open up 1solated areas.

About $80 m1111on was for building access roads to connect industrial
s1tes and recreational areas with major highways. (See p. 8 )

Laek of regional priorities

The Regional Commission established 21 corridors within which the devel-
opment highways would be built. (See app. I for map of corridors.)

The development highway system as planned by the Regional Commission was
designed to connect with the Interstate Highway System 1n and surrounding
Appalachia to provide access to 1solated areas. The Regional Commission,
however, did not establish construction priorities directed toward
achieving the greatest contributions toward program goals at the earliest



practicable time, nor did 1t determine whether priorities established by
the States were directed toward that end. (See p. 9.)

Instead, the Regional Commission allocated the Federal funds available on
the basis of the estimated cost of the highways authorized for each State.

The States, 1n effect, were allowed to set their own priorities, regard-
}ess of th§ extent to which they might further regional accessibility.
See p. 9.

About 50 percent of the highways of the development highway system have
been constructed or planned for construction with the Federal funds au-
thorized. Some of the highway segments do not signmificantly increase ac-
cessibility to and through the region. They do, however, ease local
traffic congestion and 1mprove local accessibility.

Cognizant committees of the House and the Senate have pointed out that,
although 1t was recognized that the development highways would ease
traffic congestion 1n some parts of Appalachia, they were not to be de-
signed and built with that objective in mind Rather, they were to be
designed and built as 1nstruments of economic development--to open up 1s0-
lated regions. (See p. 9.)

GAD believes that the Regional Commission should have given priority to
projects that would have provided the greatest accessibility to and
through the region at the earliest possible time and that funds should
have been allocated on the basis of those priorities and of the ability
of each State to proceed. (See p. 13.)

Unappropriated funds

About $345 m1111on of the program funds have not been appropriated, and
as of February 1971 about $78 m11110on had been appropriated but not ob-
T1gated. Thus an opportunity stil1l exists for the Regional Commission to
give priority to projects that would contribute most toward improving ac-
cessibility to and through the region. (See p. 30.)

Cost winereases of the highway system

The Regional Commission's current estimated cost of the development high-
way system 1s about $3.85 bi1l1on, an increase of $2 65 bill1on over 1ts
original estimate. The current estimate was compiled 1n a more reliable
manner than was the 1nitial one, and part of the increase resulted from
more realistic cost estimating.

In addition, changes 1in program requirements subsequent to the start of
the program contributed to the i1ncrease The changes included increases
1n the number of miles of four-lane highways to be built and 1n the total
number of miles of highway to be constructed Also new Federal require-
?ents, 1nc1¥d1ng safety standards and design hearings, were imposed

See p 22.
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RECOMMENDATIONS OR SUGGESTIONS

The Regional Commission should establish priorities for further construc-
tion and should use remaining funds on projects that will contribute most
toward program goals (See p 30 )

- AGENCY ACTIONS AND UNRESOLVED ISSUES

The Regional Commission disagreed with GAO's conclusions that priorities
for highway construction should have been established on a regional basis
and that funds should have been allocated to projects having the highest
regional priorities.

The Regional Commission said that 1t believed that GAO had somewhat over-
stated the problem of highway fragmentation that resulted from permitting
the States to set their own priorities. The Regional Commission cited
these reasons, among others, for 1ts program procedures.

~-Some States were not ready to provide the required matching funds
when the act was passed.

--New Tayers of organization and procedures would have been necessary
to carry out the program on a regional basis, therefore the Regional
Commission followed regular Federal-aid highway procedures, under
which priorities are established by the States.

--Delays 1n State funding and the need to resolve local problems would
have prohibited completion of all the corridors 1n their entirety,

--Recommendations of the Governors must carry heavy weight with the Re-
g1onal Commission 1n matters affecting their States. (See p. 28.)

GAQ believes that some of the difficulties, such as delays in State fund-
1ng and the need to resolve local problems, would exist regardless of
program procedures. The decision to follow the normal Federal-aid high-
way procedures, with priorities set locally, however, 1s not in conscnance
with the Congress' recognition of the need for a regional program, 1n
GAO's opinion. (See pp 27 and 28 )

MATTERS FOR CONSIDERATION BY THE CONGRESS

The Congress may wish to consider requiring the Regional Commission to
adopt a regional approach to the construction of the development highway
system, allocating remaining funds to projects having the highest prior-
1t1es 1n 1ncreasing accessibility to and through the region

The Congress 1s currently considering legislation to authorize an addi-
tional $925 mi1l1on as the Federal share to complete the system. In

)



considering that and similar future legislation, the Congress may wish
to take note of the manner 1n which the Regional Commission administered
the Appalachian Development Highway Program.

GAO believes that the organization directing any future regional devel-
ppment program will need to exercise strong leadership to ensure that
State actions provide the greatest benefit to the region as a whole.




CHAPTER 1

INTRODUCTION

The Appalachian region stretches diagonally across the
eastern United States between the populated eastern seaboard
and the i1ndustrial Middle West and includes the State of
West Virginia and parts of the States of Alabama, Georgia,
Kentucky, Maryland, Mississippi, New York, North Carolina,
Ohio, Pennsylvania, South Carolina, Tennessee, and Virginia.
For numerous reasons this region lags behind the rest of the
Nation in terms of prosperity and economic growth,

The Appalachian Regional Development Act of 1965, as
amended (40 U,S.C, app. I), authorized a special 6-year de-
velopment effort designed to assist the region in (1) meet-
1ng 1ts special problems, (2) promoting 1ts economic develop-
ment, and (3) establishing a framework for joint Federal and
State efforts toward providing the basic facilities essential
to growth, attacking common problems, and meeting common needs
on a coordinated and concerted regronal basis.

The Regional Commission, which was established by the
act to plan and coordinate various special programs that were
authorized, comprises a Federal cochairman appointed by the
President and the Governor (or his designee) of each of the
13 participating States. Decisions by the Regional Commis-
sion require an affirmative vote by a majority of the State
members. Also the Federal cochairman must approve all proj-
ects under the program. Each State, however, was granted
veto power over acceptance of programs within i1ts boundaries.

To assist in the economic development of the region, the
act authorized Federal funds for highway and nonhighway pro-
grams. The nonhighway programs involve demonstration health
facilities, land utilization and conservation, private non-
profit timber development and marketing, mine restoration,
housing, vocational education, sewage treatment, and water
resource studies.

The major part of the highway program involves the con-
struction of a system of development highways. The House
and Senate Committees on Public Works, in reporting on the

b1ll to assist in the development of the Appalachian region
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(H. Rept. 51 and S. Rept. 13, 89th Cong., lst sess.), empha-
sized the i1mportance of the development highway system to
the economic development of the region. The Senate report
states, 1in part

"Transportation and Access

"The i1solation of Appalachia and the neglect
which 1s the major cause of 1its economic 1lls are
directly attributable to the lack of adequate ac-
cess to, from, and within the region. In testi-
mony before this committee, 1t has been apparent
that a comprehensive developmental highway system
1s the most important aspect of the program for Ap-
palachia.

"In the report of the President's Appalachian
Regional Commission, the point 1s made.

'The remoteness and isolation of this region
lying directly adjacent to the greatest con-
centrations of people and wealth in the coun-
try, 1s the very basis of the Appalachian lag.'

"The report of the President's Commission gave
the highway problem 'a double priority of emphasis,'
concluding 1ts section on highways with the state-
ment that:

'Its (Appalachia) penetration by an adequate

transportation network 1s the first requisite
of 1ts full participation in industrial Amer-
1ca.'

"The committee 1s charged with the primary
legislative responsibility in the Senate for high-
way development in the United States. During the
hearings *** and in previous hearings on general
highway legislation, the committee has received
conclusive evidence from many studies which have
demonstrated the impact of highways on economic
development. For that reason the reported bill
authorized the Appalachian Development Highway Sys-
tem to be built in conjunction with the interstate



and primary and secondary systems., The Federal
Government would contribute $840 million from the
general fund for the construction of the new devel-
opment highway system which would be designed to
provide access to the presently almost inaccessible
subregions of Appalachia. These highways, while
they would ease the traffic congestion in some
parts of Appalachia, will not be constructed with
that particular objective in mind. Rather they
will be built as instruments of economic develop-
ment to generate traffic where none presently
exists. They will do so by opening up areas to
development which, because of their present remote-
ness and 1solation have not been developed.

"Appalachia 1s a land of promise. Its natural
resources foretell both its industrial and recre-
ational future. Until 1ts natural resources can
be moved swiftly to their processing sites and then
to their markets they will remain an unrealized
potential. Tourism, upon which a substantial part
of Appalachia's future prosperity will rest, can-
not be exploited until travel-time both into and
within the region 1s improved. The Appalachian de-
velopment highway system will provide the means to
insure that this industrial and recreational po-
tential i1s realized.

"The funds for this program will be provided
from the general fund. There will be no reliance
upon the highway trust fund and thus no threat 1is
offered to that fund's fiscal integrity.

"The States in Appalachia have put a dispro-
portionate amount of their primary aid highway
funds into their Appalachian areas. ***% the Pres-
1dent's Appalachian Regional Commission documents
that point. The participating States will provide
$360 million of their own scarce funds to build
the 2,350-mile development system," (Underscoring
supplied.)

The House report on the same bill included almost 1den-
tical language in discussing the importance and purpose of the
development highway system,



The development highways that have been authorized un-
der the act are major roads designed to open up 1solated
areas having development potential and to link such areas
with the Interstate Highway System and other Federal-aid
highways in the reglon.1 The Federal share of the cost of
constructing the development highways i1s limited to 70 per-
cent of the cost of a two-lane highway and 50 percent of the
cost of a four-lane highway.

The Regional Commission in 1970 estimated the total cost
of the development highway system 1s to be about $3.85 bil-
lion, an increase of about $2.65 billion over 1ts initial
estimate 1n 1963 of $1.2 billion.

The Federal share of the highway program, as authorized
by the act, as amended, 1s $1.165 billion. Of this
$1.165 billion, about $1.08 billion was for the development
highway system, about $80 million was for the construction
of access roads to connect industrial sites or recreational
areas with the major highways in the region, and the remain-
ing $5 million was for administrative expenses assoclated
with the construction of the development highways and access
roads. Through fiscal year 1971, about $820 million has been
appropriated for the highway program.

As of February 1971, about $657 million, or about 61 per-
cent, of the Federal funds authorized for the development
highway system had been obligated and about 33 percent of the
system had been constructed or was under construction. An
additional 20 percent of the system, estimated to cost about
$423 million, has been planned for construction.

lThe National System of Interstate and Defense Highways 1s a
42,500-mi1le system of highways linking the major metropoli-
tan areas of the country. Other Federal-aid highways in-
clude (1) the Federal-aid primary system, consisting of im-
portant city-to-city, interstate, and intrastate highways
serving essentially through traffic, (2) the Federal-aid
secondary system, consisting of routes serving local traffic,
and (3) extensions of these two systems i1nto urban areas.



CHAPTER 2

LIMITED PROGRESS TOWARD ACHIEVING GOALS OF

APPALACHIAN DEVELOPMENT HIGHWAY SYSTEM

About 50 percent of the highways of the development
highway system have been constructed or are planned for con-
struction with the Federal funds authorized. It appears
that in many cases the highways constructed or planned for
construction will improve access to certain areas within
the region and will provide benefits by easing local traffic
congestion. Limited progress has been made, however, to-
ward the program objective of 1increasing accessibility to
and through the Appalachian region. The cognizant commit-
tees of both the House and the Senate pointed out, at the
time the program was recommended for approval, that, although
1t was recognized that the development highways would ease
the traffic congestion in some parts of Appalachia, they
were not to be designed and constructed with that psrticular
objective i1n mind. Rather, they were to be designed and
built as instruments of economic development--opening up for
development, areas which, because of their remoteness and
1solation, had not been developed.

The act authorized a 6-year highway program and allo-
cated about $805 million for the development highway system.
The highway system as planned by the Regional Commission
was designed primarily to connect with the Interstate High-
way System in and surrounding Appalachia to provide access
to the almost 1naccessible regions of Appalachia. The Re-
gional Commission believed that Federal financial participa-
tion would be limited to the amount authorized and recognized
early in the program that available Federal funds would not
be sufficient to complete the entire highway system. The
Regional Commission, however, did not take appropriate action
to establish priorities to ensure that the objectives of the
development highway system would be accomplished to the ex-
tent possible within the available funds

The Regional Commission allocated funds to provide each
State with a proportionate share of the Federal funds avail-
able on the basis of the estimated cost to construct the
total miles of highways authorized in each State. Each
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State was permitted, 1in effect, to establish i1ts own con-
struction priorities regardless of the extent to which such
priorities might further regional accessibility

As a result of these circumstances, completion of those
portions of highways as currently designated by the individ-
ual States and approved by the Regional Commission will re-
sult in the construction throughout Appalachia of segments
of highways, some of which do not significantly increase the
accessibility to and through the region. Although some 1in-
creased mobility will result from the construction of these
highway segments, some of the communities served by these
segments will remain relatively 1solated unless the completed
segments are connected to the Interstate System.

We believe that a need exists for the Regional Commission
to assume a leadership role by establishing highway con-
struction priorities directed toward accomplishing the ob-
Jective of the development highway system., Of the funds au-
thorized for the program, about $345 million of funds have
not been appropriated, and as of February 1971 about
$78 million had been appropriated but not obligated There-
fore, with respect to these funds, an opportunity still ex-
1sts for the Regional Commission to place priorities on
completing those projects which would contribute most toward
the accomplishment of the program goal--improving accessi-
bility to, through, and within the region--at the earliest
practicable time,

The Appalachian Regional Development Act of 1965 autho-
rized the construction or reconstruction of 2,350 miles of
highways, Subsequent amendments to the act increased the
number of miles of highway which could be constructed or im-
proved to 2,700 The size of the highway system itself,
however, could be greater than the 2,700 miles of highway
authorized 1f the Regional Commission were to decide that
existing highways not in need of improvement should be part
of the system. Existing highways which became part of the
system were, 1n most cases, part of the primary and second-
ary systems of the Appalachian States,

The Regional Commission was directed by the act, as
amended, to establish:

10



1. The general corridor location--routes the highways
would follow through the region.

2. The designation of local access roads to be con-
structed.

3. The priorities for construction of the local access
roads and the major segments of the development
highways.

The Regional Commission has approved a development \\
highway system 2,954 miles in length and located along 21
corridors in 10 of the 13 Appalachian States. About 2,530
miles of highways in this system are considered 1nadequate,
requiring either new construction or improvement, and are
eligible for financing under the act,

The Regional Commission did not contemplate highway
construction or improvements in South Carolina, Alabama, or
Mississippi because these States either were reasonably well
served by the Interstate System or were included as part of
the Appalachian region after the development highway system
had been established.

The locations of the corridors were selected and ap-
proved by the Regional Commission as part of the development
highway system on the basis that they would benefit overall
regilonal development by accomplishing one or more of the
following objectives,

1. Link major economic centers in Appalachia to the In-
terstate Highway System.

2. Provide access between key markets surrounding the
Appalachian region,

3. Provide access to large areas of Appalachia having
significant potential for recreational development.

4, Provide greater access to major job centers in and
around Appalachia.

11



ALLOCATING FUNDS AND ESTABLISHING PRIORITIES

The Regional Commission allocated Federal funds to the
States on the basis of 1ts cost estimate for the miles of
highways requiring construction in each State. The Regional
Commission allocated the Federal funds on this basis because
of its conviction that Federal financial participation in
the construction of the development highway system would be
limited to the $805 million originally authorized by the
act and because of 1ts desire to ensure that each State
would receive a share of the funds. Each of the States in
the region established its own priorities and was permitted
to use Federal funds to construct the highest priority
project withan 1ts boundaries. The Regional Commission did
not establish construction priorities directed toward
achieving the greatest contributions toward program goals--
improving accessibility to, through, and within the region--
at the earliest practicable time, nor did it determine
whether the priorities established by the States were di-
rected toward that end.

As early as July 1965--shortly after passage of the
act--the Regional Commission was aware that the Federal
funds authorized were considerably less than those needed
to complete the entire system. It therefore initiated ac-
tion to establish a system of priorities for the construc-
tion of the development highway system. The States were re-
quested to identify the adequate and inadequate sections of
existing highways within the established corridors. On the
basis of information furnished by the States, the Regional
Commission established a tentative priority listing for
each State. The highest priority was assigned to those
projects which had been approved for coastruction by the
Regionsl Commission as of July 1, 1966, without first de-
termining whether these projects should have had the high-
est priorities in terms of increasing the accessibility to
and through the region.

The tentative priority listing showed which of the re-
maining projects could be constructed with the Federal funds
allocated to the States. Construction of the remaining
miles of 1nadequate highway was to be deferred.

12



In August 1966 the Regional Commission requested each
State to review the tentative priorities, recommend appro-
priate revisions, and furnish supporting information for 1ts
recommendations by mid-September 1966. The Regional Commis-
sion, in turn, was to review the States' recommended revi-
sions and revise the tentative priorities.

Our detailed review of the programs in Kentucky and
West Virginia showed that highway officials of those States
had objected to the Regional Commission's tentative priori-
ties because they did not correspond with the States' pri-
orities. Each State submitted to the Regional Commission a
recommended list of projects which placed the highest pri-
ority on projects that had been approved for comnstruction by
the Regional Commission as of July 1, 1966. The lists sub-
mitted by Kentucky and West Virginia also included other
projects in the highest priority category that differed from
the tentative priority listing that had been established by
the Regional Commission. The Regional Commission accepted
Kentucky's and West Virginia's recommendations generally as
they were submitted and, in effect, permitted the States to °
establish their own priorities.

We believe that the Regional Commission should have
established priorities for the completion of projects which
would have provided the greatest accessibility to and
through the region at the earliest possible time and should
have allocated funds on the basis of the priorities estab-
lished and the ability of each of the States to proceed.
One approach the Regional Commission might have taken would
be to concentrate on constructing highways connecting with
the Interstate System within and surrounding Appalachia.

If this approach had been taken, there would have been
greater assurance that the highways which were to be con-
structed with available Federal funds would have improved
the accessibility to the region from the economically de-
veloped areas surrounding it. Had priorities been estab-
lished on this basis, some of the problems discussed in
the following sections of the report could have been
avoided.
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PROGRAM RESULTS

If completed, the highway system approved by the Re-
gional Commission will provide increased accessibility to
the region., However, only 1,345 of the approximate 2,330
miles of highway needing improvement are planned for con-
struction or improvement within the presently authorized
Federal funds. Although the 1,345 miles of highway repre-
sent completion of over 50 percent of the system, the seg-
ments planned for completion will be scattered throughout
the participating States.

Highways on 20 of the 21 corridors required improve-
ments. None of the highways on the 20 corridors are planned
for completion in their entirety, and in many instances the
segments of the highways that have been constructed or are
planned for construction will not be connected to the Inter-
state System. If completed, rather lengthy segments of the
corridors which are not planned for construction would en-
hance the accessibility to and through the region sought un-
der the program.

The following examples are illustrative of the manner
in which the highway system was constructed,

1. East-west corridors--The system included two corri-
dors to provide access to the region from the popu-
lous Baltimore, Maryland, and Washington, D.C.,
metropolitan areas. As can be seen on the follow-
ing map, neither of these corridors is planned for
construction in its entirety and the major part of
the southern corridor has been deferred.
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Although West Virginia and Maryland constructed a
significant part of the northern corridor and
thereby increased the accessibility of the area
traversed by the corridor to an interstate highway
in Appalachia, Maryland deferred construction of
sections of this corridor which would complete the
link from the Baltimore and Washington metropolitan
areas. Unless these sections are completed, the
primary purpose of the corridor--to provide a major
highway in that part of Appalachia to increase ac-
cessibility from the Baltimore and Washington
areas--will not be accomplished.

Although sections of highways providing increased
local mobility were being constructed throughout
Appalachia, as can be seen by the following map, a
lengthy section of highway which would have 1in-
creased accessibility to and from the Cincinnati

and Dayton, Ohio, and Indianapolis, Indiana, indus-
trial areas was deferred.
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2. Increasing local mobility--In establishing the sys-
tem, the Regional Commission determined that there
was a need to connect Altoona, Pennsylvania, to the
Interstate Highway System which would provide
greater access between Altoona and such industrial
centers as Pittsburgh and Philadelphia, Pennsylva-
nia (via Interstate Route 76) and New York City
(via Interstate Route 80).

As can be seen by the following map, highways have
been constructed or are planned for construction

in and around Altoona that will increase local mo-
bility. For the most part, however, the sections
of development highways which would provide access
between Altoona and the non-Appalachia regions have
been deferred.
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Another example of constructing highways to provide
increased local mobility 1s a corridor which was
designed to open up areas of Tennessee and Kentucky
and to link these areas with the Interstate System,
Several sections of the highway on this corridor,
ranging from about 3 to 14 miles in length, have
been constructed or are planned for construction
where communities exist, and these sections have
increased or will increase mobility for those con-
cerned with the communities.

However, some sections of the highway, ranging from
about 5 to 47 miles in length, between communities
have been deferred. The fragmented highway which
results can be seen by the following map. The com-
munities served by the completed sections of the
highway will remain relatively isolated unless the
sections of the highway between them and linking
them with the area outside Appalachia are completed.
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3, State-line crossings--The States' influence on the
establishment of priorities 1s 1llustrated further
by the circumstances that exist on the development
highways at the State-line crossings. Of the 21
corridors included as part of the development sys-
tem, 14 crossed State lines at 21 different loca-
tions. Of these 21 State-line crossings (1) con-
struction of one crossing had been completed on
both sides of the State line, (2) construction of
one was in process on both sides of the State line,
and (3) construction of 13 had been deferred on
both sides of the State line because the mileage to
be constructed had a low priority, The remaining
s1x State-line crossings were 1in either the prelim-
inary engineering phase or the right-of-way acquisi-
tion phase, Examples of State-line crossings are
shown on page Z21.

We believe that the examples on pages 14 to 21 demon-
strate the need for the Regional Commission to carry out the
program on a regional priority basis. Appendix I contains
a map showing the system as designed and those parts of the
system that have been deferred.
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CHAPTER 3

INCREASES IN ESTIMATED COST TO CONSTRUCT

DEVELOPMENT HIGHWAY SYSTEM

In 1970 the Regional Commission estimated that the
cost of constructing the development highway system would
be about $3.85 billion, an increase of about $2.65 billion
over the 1nitial estimate of $1.2 billion developed in
1963. The Federal share of the development highway system
1s currently estimated to be about $1.97 ballion, an in-
crease of about $1.16 billion over the i1nitial Federal
share of $805 mi1llion when the act was passed.

The higher 1970 cost estimate resulted, in part, from
the development of more realistic estimates after the de-
velopment highway program was initiated. In addition, sev-
eral changes 1n program requirements resulted in 1ncreases
1in the estimated costs. These changes related to (1) an
increase 1n the number of miles of highways to be con-
structed, (2) an increase in the number of miles of four-
lane highways to be constructed, and (3) new Federal re-
quirements related to safety, relocation allowances, and
public design hearings.

We recognize that many of the program changes may be
necessary and may be beneficial to those who use or who are
affected by the highways. These program changes were not
known at the initiation of the program and consequently
could not have been provided for in estimating the initial
system costs. The part of the i1hcrease attributable to the
development of more realistic cost estimates could have
been avoided, however, 1f more reliable cost estimates had
been developed at the 1nitiation of the program. Reliable
cost estimates are necessary to enable the Congress to make
sound decisions concerning the merits of a program and the
Federal funds to be authorized to carry it out. Because of
the unrealistic cost estimates and the changes in program
requirements, the currently authorized funds are sufficient
to complete only about 50 percent of the planned develop-
ment highway system,
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A further explanation of the manner in which the cost
estimates were compiled and the effects of the changes 1in
program requirements follows.

UNREALISTIC COST ESTIMATES

Kentucky and West Virginia did not develop the initial
cost estimates for the construction of the development high-
way system in the usual manner of applying the latest avail-
able cost data to the estimated quantities of materials and
labor to be used based on detailed plans.

For example, West Virginia compiled 1ts initial cost
estimates by applying to the total development highway mile-
age to be constructed in the State, an estimated per mile
cost for two highways which were to be part of the develop-
ment highway system. The cost estimates for these two high-
ways had been developed earlier--one several years before.
The State then adjusted the cost estimate to recognize some
cost 1increases up to about 1963, The resulting cost esti-
mate was further adjusted to take into consideration the
terrain over which the other Appalachian corridors in the
State were to be constructed. No provision was made for
possible increases in cost during the construction period.

West Virginia highway officials recognized that the
procedures used had resulted in an unreliable estimate and
cautioned the Regional Commission against undue reliance on
the data. The data was used by the Regional Commission,
however, to compile 1ts initial cost estimates.

Although we did not make a detailed analysis of the
subsequent cost estimates developed by the States and used
by the Regional Commission, those estimates had been com-
piled in a more reliable manner--using the most recent cost
data available and the quantities of materials and labor to
be used and taking into consideration the location of the
highways. No provision was made for increases in costs
during the construction period, however, in compiling the
subsequent cost estimates. West Virginia officials informed
us that it was not customary to include a provision for in-
flation in compiling highway cost estimates. The absence of
such a provision, especially during a period of rising con-
struction costs such as that experienced from 1965 to 1970
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when construction costs increased about 7 percent a year,
makes it likely that the most recent cost estimate may be
substantially lower than the actual cost.

In 1970 the Regional Commission estimated that refine-
ments in cost estimates accounted for about $100 million of
the increased Federal share. Inflation, on the other hand,
accounted for about $500 million of the increased Federal
share.

ADDITIONAL MILEAGE AND INCREASED CONSTRUCTION
OF FOUR-LANE HIGHWAYS

At the initiation of the program, about 2,100 miles of
highway on the system were considered inadequate and in
need of improvement. Since that time, about 400 miles of
highways needing improvement have been added to the system.
According to the Regional Commission's estimates, the addi-
tional mileage increased the Federal share of constructing
the system by about $300 million.

In addition, the States decided that more of the high-
ways should be four-lane highways, rather than two-lane
highways as originally plamned. Although the Federal share
of a four-lane highway is 50 percent, compared with 70 per-
cent for a two-lane highway, the decision that there should
be more four-lane highways increased the Federal share by
about $85 million.

ADDITIONAL FEDERAL REQUIREMENTS

Several new Federal requirements for construction of
highways that were adopted after the initial cost estimates
were developed have resulted in significant increases in
the cost estimates. In addition, the Federal requirements
have resulted in delays which, in a period of rising con-
struction costs, further contribute to the increases 1in the
cost to complete the system. Although no firm cost data
can be associated with such delays, highway construction
costs have 1increased about 7 percent a year since 1965. We
found no evidence that the new Federal requirements had in-
fluenced the establishment of priorities for the construc-
tion of the development highways.

24

-~



Safety standards

The Federal Highway Administration, Department of
Transportation, adopted the safety standards of the Ameri-
can Association of State Highway Officials in 1967. These
standards, such as a 30-foot clear zone--an area on each
side of a roadway that must be clear of such obstructions
as rocks and trees--and full-shoulder width on all bridges,
became part of the design criteria for all Federal-aid high-
ways in the effort to make highways safer. The Regional
Commission estimated that these safety standards had in-
creased the estimated cost to complete the development high-
way system by about $150 million. Also a Kentucky highway
official estimated that these standards had delayed the com-
pletion of several projects in Kentucky from 9 to 12 months
and thereby had further increased costs.

Relocation assistance

The Federal-aid Highway Act of 1968 (23 U.S.C. 501)
provided relocation assistance to persons, businesses,
farmers, and nonprofit organizations displaced as a result
of Federal-aid highway programs so that they would not suf-
fer disproportionate injuries as a result of programs de-
signed for the benefit of the public as a whole. The pro-
visions of this act relating to relocation assistance were
repealed and replaced by the Uniform Relocation Assistance
and Land Acquisition Policies Act of 1970 (84 Stat. 1894).
Under the provisions of these two acts, displaced persons
were to be given compensation as well as assurance that
safe, decent, and sanitary dwellings were available, The
Regional Commission estimated that these requirements had
increased the Federal share by about $25 million.

Our review revealed several cases where the construec-
tion of segments of the development highway system had been
delayed because the States of Kentucky and West Virginia
could not provide safe, decent, and sanitary housing for
displaced persons. For example, in Kentucky one project
was delayed about 2-1/2 months until the proper facilities
could be provided. In West Virginia one project was de-
layed over 1 year for the same reason.
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Design hearings

The design hearing is a new requirement established in
January 1969 by the Federal Highway Administration to pro-
vide the persons along a proposed highway route with an op-
portunity to voice any objections to the precise location
and major design features of a proposed highway. Our re-
view showed that this requirement could cause as much as a
4-month delay even if no problems resulted from the hearing.
If problems are encountered and a restudy of the alignment
of a project is necessary, the delay could be significantly
longer.

Our review of 15 projects i1n Kentucky and West Vir-

ginia showed that the requirement for design hearings had
delayed the projects from about 3 to 16 months.
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CHAPTER 4

AGENCY COMMENTS AND OUR EVAILUATTION

The Regional Commission, in commenting on our draft re-
port by letter dated February 17, 1971 (see app 1II), ex-
pressed its belief that we had somewhat overstated the prob-
lem of highway fragmentation that had resulted because the
States were permitted to establish their own priorities

The Regional Commission stated it had established a
regional adequacy-rating system whereby the highest priority
for construction funds was assigned to the least adequate
sections or to entirely new alignments within each State,.
The purpose of the rating system was to ensure that, within
the limited Federal funds available, as much of the develop-
ment highway system as possible could be constructed to the
highest overall regional adequacy.

We believe that, because the development highway system
was authorized to provide greater accessibility to, through,
and within the region, the Regional Commission should have
established priorities designed to meet this end. Our re-
view showed that the manner in which priorities had been
assigned by the States, in many cases, had not significantly
increased the accessibility to and through the region. Con-
sequently 1t is apparent that permitting each State to es-
tablish priorities for improvements within the State does
not necessarily contribute to the program goal

In presenting our findings to the Regional Commission,
we observed that one approach the Regional Commission might
have taken in allocating funds to the States was to rank the
various highway corridors in terms of anticipated economic
development along the route of the corridors and to fund
projects within the corridors having the highest priorities.

The Regional Commission apparently interpreted this ob-
servation as a suggestion that individual corridors be com-
pleted in their order of priority The Regional Commission

provided us with a number of reasons why this approach would
not be practicable,
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Some of the reasons given by the Regional Commission
were:

1. Some States were not ready to provide the required
matching funds when the act was passed.

2 New layers of organization and procedures would have
been necessary to carry out the program on a regional
basis; therefore the Regional Commission followed
regular Federal highway procedures under which pri-
orities are established within the States by the
States themselves,

3. Delays in State funding and the need to resolve lo-
cal problems would have prohibited completion of all
the corridors in their entirety.

4, The recommendations of the Governors must carry
heavy weight with the Regional Commission in matters
affecting their States.

It was not our intention to suggest that the program be
carried out by completing corridors in their order of pri-
ority. We intended to point out to the Regional Commission
that a regional program should be carried out on the basis
of regional priorities. Certain problems noted by the Re-
gional Commission, such as delays in obtaining State match-
ing funds and the need to resolve local problems, would ex-
1st regardless of the manner in which the program was car-
ried out. Other matters, however--such as the decision to
carry out the program in accordance with the normal Federal-
aid highway program procedures, which results in construc-
tion on the basis of local priorities--in our opinion do not
adequately meet with the Congress' recognition of the need
for establishing a regional program.

In authorizing this program the Congress recognized
that, in the past, attempts at solutions to the problems of
Appalachia had been made on four levels: by individuals, by
local groups, by communities, and by each of the States, with
the Federal Government involved at each level. In each case
1t was demonstrated to the Congress that success was limited
by the fact that the problems were truly regional in scope
but that the solutions were proposed on a piecemeal basuis.
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Therefore the Congress supported the regional program which
the States had asked for and had promised to support, in the
expectation that the Regional Commission would establish
program priorities giving consideration to pertinent factors
of economic development, including a determination of the
relationship of a project request and overall regional de-
velopment.

The Regional Commission did not disagree with our ob-
servations concerning cost estimates but stated that changes
1n cost estimates over those developed in 1963 could be
attributed primarily to two factors. (1) neither time nor
financial support had permitted the preparation of defini-
tive cost estimates in 1963 and (2) the original 1963 cost
estimates developed by the States had been scaled down at
the request of the Federal Government because of a deter-
mination that all the required funds could not be authorized
at that time,
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CHAPTER 5

CONCLUSIONS, RECOMMENDATION, AND

MATTERS FOR CONSIDERATION BY THE CONGRESS

CONCLUS IONS

The Regional Commission did not establish construction
priorities directed toward achieving the greatest contribu-
tions toward the program goal--improving accessibility to,
through, and within the region--at the earliest practicable
time, nor did it determine whether the priorities established
by the States were directed toward that end.

The Regional Commission adopted a passive role in the
administration of the highway program and was concerned
primarily with approving the actions taken by the States.
As a result, those sections of the highway system that have
been approved for construction within the currently autho-
rized Federal funds will be scattered throughout the parti-
cipating States and some sections do not significantly in-
crease accessibility to and through the region

Of the funds authorized for the program, about $345 mil-

lion have not been appropriated and as of February 1971 about
$78 million had been sppropriated but not yet obligated.

RECOMMENDATION

We are recommending that the Regional Commission estab-
lish priorities for the further construction of the system
on the basis of the potential for improving the overall
accessibility of the region and use the remaining Federal
funds under the program--about $423 million--on the basis of
the priorities established.

MATTERS FOR_CONSIDERATION BY THE CONGRESS

Because of the limited progress made toward accomplish-
ing the primary objective of the development highway system--
to provide greater accessibility to and through the region--
the Congress may wish to consider requiring the Regicnal
Commission to adopt a regional approach to the construction
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of the highway system. The Congress may wish also to re-
quire that the Regional Commission establish regional pri-
orities and allocate funds to those projects having the
highest regional priorities as they relate to increasing the
accessibility to, through, and within the region.

The Congress 1s currently considering legislation which
would authorize, among other things, $925 million additional
as the Federal share to complete the system. 1In considering
this legislation and future legislation of a similar nature,
the Congress may wish also to consider the manner in which
the Regional Commission administered the Appalachian develop-
ment highway program. We believe that the administrative
organization which heads any future regional development
program will need to exercise strong and effective leader-
ship in considering and approving actions by the individual
States, to ensure that such actions are directed toward pro-
viding the greatest benefit to the region as a whole.
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CHAPTER 6

SCOPE OF REVIEW

Our review was conducted at the Appalachian Regional
Commission headquarters in Washington, D.C., and at the high-
way departments of the States of Kentucky and West Virginia.
These States were selected because they received a signifi-
cant part of the funds for the development highways. We
undertook our review to compare the progress made under the
development highway program with the objective established
for it in the act.

We reviewed pertinent legislation and policies and pro-
cedures of the Regional Commission. We also held discussions
with appropriate officials and reviewed records of the Re-
gional Commission and the States pertaining to the Appala-
chian development highway program.
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APPENDIX II

THE APPALACHIAN REGIONAL COMMISSION
1666 CONNECTICUT AVENUE
WASHINGTON, D C 20235

February 17, 1971

Mr. Henry Eschwege

Associate Director

Civil Division

United States General
Accounting Office

Washington, D.C. 20548

Dear Mr. Eschwege-

This 1s 1n response to your request for comments on
the draft report to the Congress prepared by the General
Accounting Office concerning the Appalachian Development
Highway System.

The report suggests that, because authorized Federal
funds were insufficient to complete construction of the
System, the Appalachian Regional Commission should have
ranked by priority for construction each of the Appalachian
development highway corridors and allocated the limited
funds available by corridor in order of prioraity, rather
than allocating funds to the participating States.

Such an alternative, among others, was considered by
the Commission and was rejected because 1t was found to be
impracticable for reasons cited later in this response.

In order to establish construction priorities within
each State, the Commission devised a regional adeguacy
rating system. The purpose of this rating system was to
assure that, within the limited Federal funds available,
as much of the development highway system as possible could
be constructed to the highest overall regional adequacy.
Highest prioraity for construction funds, therefore, 1s
assigned to the least adequate sections or entirely new
alignments within each State. Such a procedure, 1t was
determined, would be most likely to result ultimately 1in
a regional highway network and would mainimize the problems
of a fragmented system should insufficient funds be made
available to construct the entire System.

The Commission specifically rejected assignment of
construction priorities by corridor for several reasons.
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Mr. Henry Eschwege
Page 2
February 17, 1971

1. Not all States were ready to provide required
matching funds immediately. For example, not until November
1968 did West Virginia get approval by the voters for $350
million in bonds to match Appalachian funds. Virginia was
ready to commit 90 percent of 1its total allocation immedi-
ately. To have held up States with funds on hand because
higher priority corridors might have been located in other
States did not appear to be a realistic approach toward con-
structing the overall System. In addition, local issues
involved in highway construction on a given corridor can
often delay construction for considerable lengths of time.
It did not appear practicable to delay construction on other
corridors while these local issues were being resolved.

2. One of the objectives of the Appalachian Development
Program has been to improve the operations of existing Federal
and State programs without creating new layers of organiza-
tion and procedure.

In order to minimize the need for new procedural com-
plications, the Commission, insofar as possible, followed
regular Federal highway procedures. Under the national
highway program, construction priorities are established within
States by the States themselves The Commission has followed
the same procedure, except that construction must be on those
segments determined to be most deficient under the adequacy
rating system.

3. There are many objectives for the development high-
way system, some local (such as improving commutation to new
jobs and services), some regional (such as facilitating the
flow of national commerce through Appalachia in order to
enhance regional development potential).

For these reasons, the ultimate impact of a completed
Development Highway System will be greater than the impact of
any of 1ts parts. So long as the System remains uncompleted,
the establishment of prieorities by corridor must necessarily
emphasize regional benefit criteria over local benefit cri-
teria or vice versa. If priorities had been established by
corridor based on benefits to one part of the Region, local
area benefits would have been restricted to only a few parts
of Appalachia. This would have limited the effectiveness of
Appalachian investments in the rest of the Region whose design
and function 1s predicated on the highways. As a result,
these investments would have yielded a lesser return for the
public dollars invested.
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In any event, even 1f the Commission had assigned pri-
ority to such vaital arteries in the System as Corridor "D-E"
and Corridor "B", the corridors themselves would still not
be completed. Corridor "D-E" would not be finished mainly
because 1t was not until November 1968 that West Virginia's
bond i1ssue was approved. It was necessary also for Ohio to
secure some of its matching funds through a 1967 referendum.
Thus, the two key States on Corridor "D-E" would have been
unable to have completed the corridor by this year and would
consequently have held up other States in other parts of the
Region on other corridors.

Corridor "B" would not be finished because of numerous
local issues. For instance, the construction of Corridor "B"
1s an integral part of a model city renewal plan in Pikeville,
Kentucky, involving relocation of the Big Sandy River and a .
railroad. The railroad, the river, and the highway are to
be located in one cut to be made through a mountain adjoining
Pikeville. Federal urban renewal funds for the project were
not approved until early 1971, and Congress was unable to
authorize the river relocation until late 1970. This 1s just
one example of how local problems can hold up construction
schedules for specific segments of each corridor. Instances
of this kind 1llustrate the impracticability of establishing
priorities by corridor. The complexities of the situation
prevented that from being a realistic alternative.

The report does not provide any basis for the Commission
to conclude that the regional benefits of completing a few
of the corridors first would have been greater than the com-
bined regional and local benefits being realized under the
Commission's procedure. The principal priority of the Com-
mission continues to be completion of the entire System 1in
order that both the regional and local benefits can be fully
realized. Unless this i1s accomplished, the investment of
public dollars in the System will not yield its full return,
nor will many of the other investments being made under the
Appalachian Regional Development Act.

4. Under Sections 222 and 303 of the Act, the Governor
of a State must recommend to this Commission specific
projects for action within the State. The Commission may
not compel any State to accept a project or program without
1ts consent. Sometimes the Regional Commission may differ
with a Governor concerning specific priorities. The Com-
mission provides a forum within which such disagreements
may be openly discussed and some accommodation reached.
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However, the Governor of the State has the major responsi-
bilaty under the Act for establishing priorities, and his

determinations must carry heavy weight with the Commission
as a whole in matters affecting his State.

The report criticizes the Commission for not having
developed firmer cost estimates at the time the Act was
passed.

Changes 1n cost estimates over those developed in
1963 can be attributed, in the main, to two factors:

First, because neither time nor financial support
permitted preparation of definitive cost estimates at that
time, costs had to be estimated i1n most States on the basis
of past experience; and second, the original 1963 cost
estimates developed by the States were scaled down at the
request of the Federal Government 1tself because of a
determination that all the required funds could not be
authorized at that time.

Nevertheless, refinements in cost estimates and revised
criteria concerning the number of lanes permitted in the
System, account for only 10 percent of the total presently
estimated Federal cost, a percentage far below that experi-
enced on other federally-assisted highway programs.

The remainder of the cost increases are attributable
to factors beyond the Commission's control, primarily a rate
of inflation in construction costs of approximately seven
percent per year, increased costs to meet new Federal highway
safety standards,and increased costs to meet new Federal
relocation requirements.

The Commission concurs with the report in calling
attention to problems associated with State boundary cross-
ings. So long as the States concentrated on projects located
in their interior areas, the need for Commission mediation
was minimal. As additional funds are made available, the
Commission will be compelled to play a still stronger role
in planning and adjudication. It has taken a hand in several
boundary crossing issues which now exaist.

In summary, the Commission believes the report somewhat

overstates the problem of fragmentation which results from
the procedure of allowing States to set construction priorities.
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Since much of the Appalachian Development Highway System 1s
replacing existing routes, the completed segments are all
linked via older highways into a regional system. Improve-
ments of these routes by priority assigned in order of
adequacy will assure that an increasingly efficient regional
highway system 1s built over the coming years.

The regional development highway system 1s the key-
stone to the success of all the efforts of this Commission.
It should be a national priority to see that the System 1is
completed i1in order that we may secure the greatest return
for the public dollars already invested in Appalachian
regional development.

Sincerely yours,

78 108ne 2,

ohn B. Waters, Jr
Federal Cochairman

b

John D. Whisman
States' Regional Representative
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APPENDIX III

OFFICIALS RESPONSIBLE FOR THE ADMINISTRATION OF

ACTIVITIES DISCUSSED IN THIS REPORT

Tenure of office

From
FEDERAL COCHAIRMAN, APPALACHIAN
REGIONAL COMMISSION:
Donald W, Whitehead Mar. 1971
John B, Waters, Jr. Mar. 1969
Joseph W, Fleming Mar., 1967
John L, Sweeney Apr. 1965

42

To

Present

Mar. 1971
Feb., 1969
Mar. 1967

US GAO Wash,DC



when construction costs increased about 7 percent a year,
makes it likely that the most recent cost estimate may be
substantially lower than the actual cost.

In 1970 the Regional Commission estimated that refine-
ments 1n cost estimates accounted for about $100 million of
the increased Federal share. Inflation, on the other hand,
accounted for about $500 million of the increased Federal
share,

ADDITIONAL MILEAGE AND INCREASED CONSTRUCTION
OF FOUR-LANE HIGHWAYS

At the initiation of the program, about 2,100 miles of
highway on the system were considered inadequate and in
need of improvement. Since that time, about 400 miles of
highways needing improvement have been added to the system.
According to the Regional Commission's estimates, the addi-
tional mileage increased the Federal share of constructing
the system by about $300 million.

In addition, the States decided that more of the high-
ways should be four-lane highways, rather than two- lane
highways as originally plamned. Although the Federal share
of a four-lane highway is 50 percent, compared with 70 per-
cent for a two-lane highway, the decision that there should
be more four-lane highways increased the Federal share by
about $85 million.

ADDITIONAL FEDERAL REQUIREMENTS

Several new Federal requirements for construction of
highways that were adopted after the initial cost estimates
were developed have resulted in significant increases in
the cost estimates. In addition, the Federal requirements
have resulted in delays which, in a period of rising con-
struction costs, further contribute to the increases in the
cost to complete the system. Although no firm cost data
can be associated with such delays, highway construction
costs have increased about 7 percent a year since 1965. We
found no evidence that the new Federal requirements had in-
fluenced the establishment of priorities for the construc-
tion of the development highways.
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A further explanation of the manner in which the cost
estimates were compiled and the effects of the changes 1in
program requirements follows.

UNREALISTIC COST ESTIMATES

Kentucky and West Virginia did not develop the initial
cost estimates for the construction of the development high-
way system in the usual manner of applying the latest avail-
able cost data to the estimated quantities of materials and
labor to be used based on detailed plans.

For example, West Virginia compiled its initial cost
estimates by applying to the total development highway mile-
age to be constructed in the State, an estimated per mile
cost for two highways which were to be part of the develop-
ment highway system. The cost estimates for these two high-
ways had been developed earlier--one several years before.
The State then adjusted the cost estimate to recognize some
cost increases up to about 1963. The resulting cost esti-
mate was further adjusted to take into consideration the
terrain over which the other Appalachian corridors in the
State were to be constructed. No provision was made for
possible increases in cost during the comnstruction period.

West Virgimia highway officials recognized that the
procedures used had resulted in an unreliable estimate and
cautioned the Regional Commission against undue reliance on
the data. The data was used by the Regional Commission,
however, to compile 1ts initial cost estimates.

Although we did not make a detailed analysis of the
subsequent cost estimates developed by the States and used
by the Regional Commission, those estimates had been com-
piled in a more reliable manner--using the most recent cost
data available and the quantities of materials and labor to
be used and taking into consideration the location of the
highways. No provision was made for increases in costs
during the construction period, however, in compiling the
subsequent cost estimates. West Virginia officials informed
us that it was not customary to include a provision for in-
flation in compiling highway cost estimates. The absence of
such a provision, especially during a period of rising con-
struction costs such as that experienced from 1965 to 1970
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