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The Basics on How  
Public Transit is Funded 



Overview 

•  No transportation system usually pays for itself 
•  No transit system in the US pays for itself  
•  Yet we often use “farebox recovery” as fiscal test 
•  Broader economic benefits of transit  

•  Not generally attributed to transit investment 
•  Rarely factored into cost-benefit analysis 
•  Rarely “captured” to help finance transit system 



Roads Do Not “Pay for Themselves” 



Short-Term Economic Impact per Billion Dollars of National Investment in Transit

 

Economic Indicator 
 
 
 
 
Impact per $1 Billion in Spending on Transit

 

Jobs created 
 
 
 
 
 
 
 
 
35,600 Jobs Created

Business Sales 
 
 
 
 
 
 
 
$3.5 Billion in New Business Sales

GDP - Value Added (in Billions of Dollars) 
 
 
$1.8 Billion Increase in GDP 

Labor Income (in Billions of Dollars) 
 
 
 
$1.6 Billion Increase in Labor Inc

Tax Revenue 
 
 
 
 
 
 
 
 
$472 Million in New Tax Revenue


Source: http://www.fhwa.dot.gov/policy/2013cpr/chap6.htm	
  

Economic Benefits of Transit 
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Demand for all forms of transit is booming 
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Source: APTA 2013 Public Transportation Fact Book 


	
  

Public Transit Sources of Revenue 



Source: APTA 2013 Public Transportation Fact Book 


	
  

Public Transit Sources of Revenue 

Funding Sources for Transit:"
"

Federal: STP Funds, New Starts, Small Starts, TIGER"
"

State: Motor Fuel Taxes, General Fund Expenditures, Property 
Taxes, Income Taxes, Sales Taxes, "
"

Local: Property, Income, Sales, License Fees, User Fees, 
Business Activity Taxes"
"

Financing Instruments: General Obligation Bonds, Revenue 
Bonds, Tax Increment Bonds, Private Activity Bonds, TIFIA, 
RRIF"



Highway and Transit Spending at the 
Federal, State, and Local Levels#

* Highest Proportion of Transit Spending Nationally is at the Local Level


Source:	
  hBp://www.pewtrusts.org/en/research-­‐and-­‐analysis/analysis/2015/02/24/funding-­‐challenges-­‐in-­‐highway-­‐and-­‐transit-­‐a-­‐federal-­‐state-­‐local-­‐analysis	
  



The Share of State Transit Spending Greatly Varies Across the Country 


Available	
  on	
  the	
  START	
  network:	
  hBp://start.t4america.org/wp-­‐content/uploads/2014/11/State-­‐transit-­‐funding-­‐memo.pdf	
  



Source: http://www.fhwa.dot.gov/policy/2013cpr/chap6.htm	
  

State and Local Funding Sources 



Capital vs Operating 



Transit Funding: Operating vs Capital 

•  Two major kinds of budgeting: capital & operations 
•  Sources are different for both: 

•  Fares cover some operating costs but not all 
•  Feds major player in capital costs, not operating 

•  Funds for operations are usually tight 
•  More local sources – sales taxes, ballot measures 
•  Sometime agencies take capital funds to cover operations 
•  Often a big focus on how to reduce operating costs  



Capital Funding vs. Operating Funding 

• 	
  StarNng	
  in	
  1998,	
  Congress	
  restricted	
  federal	
  transit	
  funding	
  
to	
  capital	
  expenditures	
  only	
  (except	
  for	
  rural	
  communiNes).	
  

• 	
  OperaNonal	
  funding	
  was	
  to	
  come	
  from	
  local	
  and	
  state	
  
sources.	
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SF Bay Area Transit Operating Costs 



Source: APTA 2013 Public Transportation Fact Book 


	
  

Various Cost Metrics Compared 



Rail vs. Bus 

Source:	
  USDOT	
  CondiNons	
  &	
  Performance	
  Report	
  2013	
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Source:	
  hBp://www.mdot.maryland.gov/Office_of_Planning_and_Capital_Programming/TransportaNon_Task_Force/Documents/MeeNng_2/Transit_Funding_Examples.pdf	
  

Denver RTD Capital vs. Operating 
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*	
  Local	
  operaNng	
  assistance:	
  99%	
  from	
  the	
  City	
  of	
  CharloBe,	
  0.9%	
  
from	
  Mecklenberg	
  County,	
  0.1%	
  from	
  Huntersville	
  

Source:	
  hBp://www.mdot.maryland.gov/Office_of_Planning_and_Capital_Programming/TransportaNon_Task_Force/Documents/MeeNng_2/Transit_Funding_Examples.pdf	
  

CATS/Charlotte Capital vs Operating 



Creativity in Funding Construction Costs 



hBp://t4america.org/wp-­‐content/uploads/2012/08/T4-­‐Financing-­‐Transit-­‐Guidebook.pdf	
  

Cleveland Health Line 



Cleveland Health Line BRT 





•  30 m/h max speed 
•  Single-car operation 
•  13-min headways 
•  19 hrs/day, 7 days/week 
•  Runs in street w/traffic 
•  Vintage car on weekends 

OperaNons	
  

PORTLAND STREETCAR FUNDING 



Financing – Cost Elements 

Civil elements         $34.5  
Maintenance facility  $4.0  
Vehicles (7)          $14.6  
Utility relocations   $3.8  
Total                   $56.9 million 



Financing - Revenues 

Tri-Met funds           $5.0 
Parking fund cash         $2.0 
Parking bonds             $28.5 
LID                      $9.6 
HUD funds                $0.5 
TIF                      $7.5 
General fund           $1.9 
Transportation funds     $1.9 
Total                        $56.9 million 



Portland’s Operations and 
Maintenance Plan 

Total - $2.4 million/year 









Importance of Local Ballot Measures 







Conclusion  

Making “transit pay for itself” not the answer 
Federal government will continue to remain key funder 

 - Mostly for capital and construction “new starts/small starts” 
 - Increasingly for loan programs “TIFIA” – “RRIF” 

Transit operating budgets will continue to be squeezed 
 - Cost efficiencies are critical – service, routes, labor 
 - But still need local funding more than ever  
 - Getting creative on local funding sources is key 

 


