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2013: The Year of Transportation Funding?

Executive summary
Public transportation plays a key role in the Massachusetts’ economy. For those who value a
convenient, cost-effective, environmentally sound way to get around, Massachusetts is an
attractive place to work, live, and visit. But in order to care for existing public transportation
infrastructure and expand options, state leaders must make decisions about how to generate a
sufficient amount of revenue. Spending too little on transportation in recent decades has gotten
us into our current situation. The Massachusetts Bay Transportation Authority (MBTA) is held
back by its staggering debt, and new revenue sources need to be established to ensure that the
MBTA can provide safe, timely, and convenient service.
Foreward – From Phil Sego, Mass Sierra Club
There’s a common misconception that the MBTA’s debt is a result of mismanagement, poor
planning, and out of control expenses. Upon even the most basic investigation, one can see that
the source of the MBTA’s debt problem wasn’t caused by any of these factors. The reality is that
the Big Dig and longtime neglect to properly fund the system are the culprits.

One needs to remember that the MBTA cannot be self-sufficient or generate profits. All types of
transit, including roads, rail, and air, depend on government assistance. The volatility of the
MBTA’s income stream coupled with the overburdening them with a crushing debt that they
never had the ability to pay has weakened the system.
The state is at a crossroads. Further neglect will have a devastating impact on the MBTA’s
ability to provide adequate service to the region. With the economy of the entire region
dependent on the MBTA’s ability to properly function, the economic outlook will undoubtedly
be quite grim.
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Massachusetts, We Have a Problem
Maintaining and expanding the Commonwealth’s transit system is an important step for growing
the state’s economy, linking residents to jobs, and meeting environmental targets, such as the
reduction of greenhouse gas emissions.1 The MBTA services 175 communities with a combined
population of almost 4.7 million people.2 On a daily basis, the Red Line carries approximately
as many people through Boston and Cambridge as Interstate 93, but reliability, convenience, and
capacity are hindered due to antiquated trains and an outmoded signal system that restricts train
frequency.3

The trains on the Orange Line are all over 30 years old--well past their normal life expectancy-and are breaking down on a daily basis.4 Some Red Line trains are even older, having been
delivered back in 1970."

Ask people familiar with the MBTA, and they will tell you that debt and insufficient funding are
major problems the agency faces. But just how big a role do these play, and how did these issues
develop? Not as many people know the answer to those questions.

Forward Funding
In 2000, the Legislature devised a “forward-funding” plan.5 The aim of the legislation was to
make the MBTA fiscally responsible
and more efficient by providing a set
amount of financing to it each fiscal
year, and obligating it to end each year
with a balanced budget.6 There were
two key components that have since
contributed to financial woes for the
MBTA: 1) the state dedicated 20% of
all Massachusetts sales taxes receipts to
the MBTA and 2) the state shifted
billions in Commonwealth debt from
the state to the MBTA.7
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State Sales Tax Revenues Lower than Expected

The sales tax serves as the MBTA’s primary funding
source.8 As it became clear that actual sales tax
revenues were not living up to projections, the
MBTA’s financial prospects took on a dismal
appearance.9 Sales tax collections grew at an average
of 6.5% annually from 1990 to 2000, but since 2000,
have only risen 1%.10 This has amounted to a gap of
hundreds of millions of dollars since the start of
Forward Funding.11
Mounting Debt

The MBTA is faced with principal and interest payments on $5.2 billion in debt that consume
nearly 30% of its annual operating budget.12 The MBTA is constrained in its ability to meet the
needs of the Commonwealth, in large part due to the fact that almost all of the revenue from
fares goes to paying off debt.13

Prior to Forward Funding, the MBTA did not issue
debt for major projects.14 Rather, the
Commonwealth borrowed for transit projects on
behalf of the MBTA and paid back these debts.15
With Forward Funding came the ability of the
MBTA to issue debt and the duty to pay it back.16

Unlike peer agencies, the MBTA lacks a
dedicated revenue stream for debt service,
which means that maintenance needs compete
with debt service payments.17
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Two-thirds of the MBTA’s debt was assigned to it by the Commonwealth, including $1.8 billion
in Big Dig related debt.18 A lawsuit calling for the state to comply with federal air pollution
standards resulted in a mitigation settlement, which compelled the state to move ahead with
numerous transit projects to offset the increased pollution from the Big Dig vehicular travel.19
Among the projects are the new Silver Line, Greenbush commuter rail, and improvements to the
Orange and Blue Lines.20 The Romney administration agreed to take on capital costs associated
with future transit expansion projects, but there is still a problem because revenues are
insufficient for the MBTA to meet the increased operating costs that go along with an enlarged
system.21

Additional (Unsustainable) Funding Sources
The MBTA deficit for
FY14 is estimated at $132
million.22 A 2011 report by
Transportation For
Massachusetts advanced the
idea that our transportation
woes are due to persistent
insufficient levels of
investment.23 A history of
relying on federal monies to
fund transportation has
obscured the true cost of
maintaining and growing
our infrastructure.24 Also,
through Grant Anticipation Notes
(GANs), Massachusetts often

*Debt Service includes: Interest, Principal, and Lease Payments.
Source: MBTA Pro Forma FY13-FY16, available at
http://www.mbta.com/uploadedfiles/About_the_T/Fare_Proposals_2012/
Proforma%20%20FY13-FY16.pdf

pays for transportation projects
by pledging future revenues, similar to putting charges on a credit card.25 This enables the state
to pledge now and pay later, but means that paying off interest detracts from the state’s ability to
put more funds into projects.26
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Growing Operating Expenses
Since 2000, the Boston-area consumer price index has increased 33%, but the MBTA’s operating
costs have climbed by 65%.27 Operating expenses for energy, fuel, and health care have
increased sharply, and there has been a 400% increase in expenses associated with operating
THE RIDE service over the last decade.28 The
MBTA’s operating costs have also increased as
a result of expanded services, such as the
opening of Silver Line I and II, the addition of
Quincy Commuter Boat Service, and the
opening of the Greenbush Commuter Rail Line
in 2007.29
Through personnel changes, automated fare
collection, single person train operation, and
reduced overtime spending, the MBTA has reduced operating costs by millions in recent years;
however, the Authority is still left with an annual gap of well over $100 million.30
Despite financial difficulties, the MBTA has implemented a number of service improvements
since the 2007 fare increase.31 Two years later, in 2009, Massachusetts reorganized and
streamlined its transportation agencies, including the T, by eliminating duplicating functions and
centralizing essential services under the umbrella of MassDOT. Among other reforms, the
MBTA eliminated retirement after 20 years' service and obtained less expensive medical care for
its workers. At the time, the mantra from the legislature to the T was 'reform before revenue';
now it's time for the legislature to deliver.

Potential Solutions
For years, think tanks and advocacy organizations have convened studies and conversations
about how to foster financial stability for the MBTA, as well as regional transit authorities.
From 2000-2012, the MBTA has issued four fare increases.32 In 2013, the MBTA’s new General
Manager is advocating for a different approach, since cutting services and raising fares still
would not generate enough savings or revenue to adequately address the MBTA maintenance
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backlog.33 So where do we go from here? Recommendations over the years have been relatively
consistent and provide guidance for potential actions for 2013.


In 2006, a report by the Urban Land Institute Boston District Council stated that the
MBTA would not be able to meet the increasing demand for transit‐oriented development
projects without immediate debt relief to meet its operating expense needs.34



In 2007, MASSPIRG supported the Massachusetts Transportation Finance Commission
recommendation to relieve the MBTA of $1.8 billion of debt associated with Central
Artery/Tunnel commitments.35



In 2009, the MBTA Advisory Board recommended that the Commonwealth take back its
$3.3 billion in debt.36 It is not unprecedented for the state to take on an Authority’s debt
– the state absorbed billions of dollars in debt when disbanding the Massachusetts
Turnpike Authority in 2009.37



In 2010, a Blue-Ribbon Summit on Financing the Massachusetts Bay Transportation
Authority (MBTA) and Regional Transit Authorities (RTAs) generated recommendations
by experts, including:
o debt relief is an essential part of the conversation about how to put the MBTA in a
better place;
o everyone needs to share in shouldering the costs (transit users and non-user
beneficiaries, alike); and
o reform opportunities and new revenue sources that support transit should be
pursued simultaneously. 38



In 2011, the Transportation for Massachusetts coalition echoed the sentiment that
“Reform is not a substitute for revenue.”39 The group also called for leaders to convene a
public dialogue about transportation needs and options for meeting them, in order to
achieve broad-based support. 40
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In 2012, a staff attorney at Conservation Law Foundation advocated for the legislature to
provide sufficient funding or relieve the T of the debt the state assigned to the Authority
in 2000.41 Michael Widmer, president of the Massachusetts Taxpayers Foundation,
expressed concern about continual requests for taxpayers to “bail out the MBTA,” and
advocated for changes to the cost structure of the MBTA that would provide lasting
impact.42 Legislators, too, looking ahead to the 2013-14 legislative session, expressed the
need for an approach to transportation funding that would secure a more stable position
for the MBTA and other agencies.43



And most recently, Governor Deval Patrick’s 2013 State of the State address highlighted
the need to take action to address transportation demands.44 His plan calls for a $1 billion
annual investment in the Commonwealth’s transportation system to maintain current
transportation assets and implement additional transportation projects across the state.45
These projects include: improving highway interchanges; increasing annual funding for
Regional Transit Authorities; resurfacing several major roads; completing the Green Line
extension into Somerville and Medford; providing a rail connection between Springfield
and Boston, Boston and Hyannis, and Pittsfield and New York City; replacing antiquated
buses and Red, Orange, and Green Line trains; completing the South Coast rail extension;
and expanding South Station.46

Conclusion
The MBTA is an important part of the Massachusetts economy and a key to the
Commonwealth’s future success as a place to do business, reside, and visit. To provide adequate
service, the financing structure needs to be re-worked and the debt issue needs to be dealt with.
Bold leadership in 2013 can set the stage for a more sustainable public transportation system.
Public concern about the MBTA’s financial situation has been growing in recent years. By
working with advocates to further raise awareness about the MBTA’s financial situation, public
policy leaders can shore up substantial public support for measures that set up the Authority, and
region, for long-term success.
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