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FOREWORD 

 
 Founded in 1932, the Citizens Budget Commission (CBC) is a nonprofit, 
nonpartisan civic organization devoted to influencing constructive change in the finances 
and services of New York State and New York City governments. This report was 
prepared under the auspices of the CBC’s Debt and Capital Investment Committee, 
which we co-chair. The other members of the Committee are Lawrence D. Ackman, Paul 
R. Alter, Kenneth W. Bond, Lawrence B. Buttenwieser, Herman Charbonneau, Anne E. 
Cohen, Evan A. Davis, Bud H. Gibbs, Kenneth D. Gibbs, Marianne Kozlowski, Robert 
Kurtter, Jeffrey Lynford, William F. McCarthy, Norman N. Mintz, Hector Prud’homme, 
Jon W. Rotenstreich, Heather Ruth, Bart Schwartz, Richard Sigal, Richard J. Sirota, 
Arthur Siskind, Adam Soloman, Merryl H. Tisch, W. James Tozer, and H. Dale 
Hemmerdinger, ex-officio. 
 
 The previous work of the Debt and Capital Investment Committee focused on 
determining an affordable level of debt for New York City and New York State.  A report 
on that subject, An Affordable Debt Policy for New York State and New York City was 
published by the CBC in October 2000. The approach developed in that report for 
gauging affordability was presented as applicable to all states and their financial 
managers in the article “An Approach to Measuring the Affordability of State Debt” 
published in the Winter 2003 edition of the journal Public Budgeting & Finance.    
 
 Because transportation is one of the largest areas of public capital investment, and 
because it is vital to the functioning of a large metropolitan economy, the Committee 
selected transportation as an area for additional research. This report is the product of an 
interactive process of staff research and Committee deliberations about the implications 
of the staff’s findings regarding current practices in transportation finance in the New 
York and New Jersey region. The Committee believes a regional approach to the problem 
is an essential element in improving these services. 
 
 The report was written by Charles Brecher, Executive Vice President and Director 
of Research, with the additional involvement of Jim Hartman, a consultant to the 
Commission. Kurt Richwerger, Research Consultant, completed the data collection and 
initial analysis that is reflected in the report’s tables and Appendix. Research Associates 
Joe Andreano and Selma Mustovic helped in preparing the report for publication. 
 
 A draft of the report was sent to the heads of the major transportation agencies in 
the region and several experts in the field for their review and comment. We are grateful 
to the following for their comments on that draft: Gary Lanigan, Kimberly Paparello and 
William Wheeler of the MTA; Charles McClafferty of the Port Authority of New York 
and New Jersey; Gwen Pearlman of the New York City Department of Transportation, 
Michael Novakowski of the New York State Division of the Budget; Gene Russianoff of 
the Straphangers Campaign; Ernest Tollerson of the Partnership for New York City; 
Elliot Sander of New York University; Richard Anderson of the New York Building 
Congress; and Richard Ravitch. Their willingness to share their expertise is appreciated, 
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but does not necessarily mean they agree with the findings and recommendations in the 
report.   
 
 
Karen Daly 
David R. Greenbaum  
 
 
February 29, 2004
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EXECUTIVE SUMMARY 

 
 

With the largest metropolitan labor force in the nation, and one of the densest 
concentrations of employment in the world, New York requires an extensive mass transit 
system as well as a large network of highways to bring its workers from their homes to 
their jobs and back. If its transportation system is not well maintained and does not 
expand to meet future needs, then the New York economy will not thrive. 
 

This report examines the financing policies for passenger transportation services in 
the New York-New Jersey metropolitan area. Included are 25 entities consisting of the 
states of New York and New Jersey, the Port Authority of New York and New Jersey, the 
Metropolitan Transportation Authority, New Jersey Transit, four additional authorities 
operating or financing toll roads, the City of New York, and 15 counties. The combined 
annual operating expenditures of these agencies for transportation services are 
approximately $13 billion. This is the first comprehensive, fiscal analysis of these 
agencies. 

 
The recommendations call for a public enterprise approach to organizing and 

financing transportation. Similar to water systems, transportation systems have individual 
customers who should pay appropriate fees (fares, tolls, and others) to benefit from the 
services. These fees should be dedicated to supporting transportation facilities with 
subsidies from general government limited in size and purpose but provided in a 
predictable manner. By combining pre-determined subsidies with strong reliance on user 
fees, transportation agencies can operate more like independent businesses, able to plan 
and deliver services that their customers want. 
 
  
The Problems 
 

Current policies for financing transportation fail to meet the region’s needs in three 
ways. 

 
Inadequate maintenance and repair.  Roads and bridges are not adequately maintained. 
The federal Highway Administration found recently that: 
• In New York 39 percent of urban roads are in unacceptable condition, and in New 

Jersey the figure is 29 percent.  
• In both New York and New Jersey, 37 percent of the bridges are structurally deficient 

or obsolete. Both New York and New Jersey are well behind other large industrial 
states on these measures of infrastructure adequacy. 

The region’s mass transit facilities also are not in a state of good repair.  
• Despite an expanded capital program over the last 20 years, the MTA does not expect 

to reach a state of good repair until 2019. 
• Mass transit lines in New Jersey will require until 2025 for completion of all 

rehabilitation and improvement projects underway. 
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Politicized and Inconsistent Pricing Policies. There is insufficient money for 
maintenance and expansion of transportation facilities because the users of the services 
are not paying a large enough share of the cost. Prices, or user fees, for these services 
take the form of fares, tolls, license and registration fees, and motor fuel taxes. However, 
region-wide, dedicated user fees pay for only about two-thirds of all highway and bridge 
expenses and less than half of all mass transit expenses. 

The low prices have shortcomings beyond depriving transportation agencies of 
revenues. They shift financing to tax subsidies, which encourage inefficient practices by 
management and consumers. Equally important, the political pressure to keep prices low 
leads to sporadic price increases often precipitated by fiscal crises and preceded by 
insufficient investment in maintenance. Transportation financing becomes a patchwork of 
11th hour ad hoc actions, rather than a logical set of policies. 
 
Lack of Financing and Comprehensive Planning for Expansion. The region’s 
transportation system would benefit from major expansions. The 25 entities with 
transportation responsibilities each have a favorite project. The projects proposed include 
new subway lines, new commuter rail connections to Manhattan, and expansion of bridge 
capacity across the Hudson River. But there is no effective body for setting priorities 
among these proposals, and no clear policy for how to finance new facilities. 

 
 
 
Guidelines for a Better System 
 

The following six guidelines provide the basis for a better transportation system-- one 
that would be adequately maintained, have access to capital for new investments, and 
collect user fees that are appropriate and fair.  
 
1. To ensure sound transportation financing in the region, the governors of New York 

and New Jersey should create a new entity with authority to set and enforce policies 
and priorities.  
The new Regional Transportation Policy Board would not directly provide services, 

but would enforce regional policies by reviewing the annual operating and capital 
budgets of the transportation agencies and suggesting (imposing, if necessary) 
alternatives to financial plans that do not meet its criteria.  

The Board would also be responsible for setting productivity goals for the 
transportation agencies and establishing unit cost measures for monitoring and reporting 
purposes. It would ensure transparency and consistency in financial reporting by 
requiring the agencies to submit publicly disclosed, multi-year financial plans that would 
include estimates of the costs of capital that are clearly and consistently defined. 

 
2. The region’s transportation agencies should have sufficient resources to meet all 

necessary operating expenses. 
The region’s mass transit agencies incur large operating deficits under standard 

accounting rules that depreciate capital assets. Region-wide, the mass transit deficit 
totaled about $1.2 billion in 2001 (the latest year for which comprehensive data were 
collected). At the MTA and at NJ Transit, operating revenues and subsidies covered less 
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than 85 percent of operating costs. Both agencies had to rely on money intended for 
capital investments to cover operating costs. 

Among entities with road and bridge responsibilities, there is a divergence between 
the authorities and units of general government. The authorities set sufficient toll rates to 
cover capital costs and generate an operating surplus; units of general government are 
dependent on general fund appropriations that typically are insufficient to meet 
maintenance needs.  
 
3. Motor vehicle user fees should be dedicated to transportation agencies for two 

purposes: 
• to cover the operating costs of roads and bridges; 
• to cover one-quarter of the operating costs of mass transit.  
Auto user fees should exceed the cost of the highway system in order to compensate 

for the costs that auto use imposes on society in the form of pollution and congestion. 
The motorists’ premium should be dedicated to alternative transportation services, 
thereby, in effect, making their ride less congested.  

Current user fees imposed on motorists in the form of tolls, motor fuel taxes, and fees 
already generate approximately enough money to meet these objectives. But all of this 
money is not used for transportation purposes; only about 57 percent of the auto user 
charges are dedicated to road and bridge activities. All these funds should be earmarked 
for transportation agencies.  
 
4. Mass transit riders should pay a fare sufficient to cover one-half the transit agencies’ 

operating costs.  
There is a strong case for subsidizing mass transit. It makes the regional economy 

more efficient, providing benefits to employers, retailers and others who may never use 
the system themselves. And it provides these benefits without generating the pollution 
and congestion that characterize alternative modes of transportation. 

The goal that user fees cover 50 percent of costs is close to current practice. At the 
MTA fares cover about 45 percent of expenses and at NJ Transit about 37 percent. The 
50 percent target would require a modest increase, but it would put the system on a 
sounder financial and managerial footing by providing more predictable funding for 
current services. 
 
5. The same financing principles should be used to generate new capital for 

improvements and expansion. 
New road and bridge projects should be self-financed; the money should be raised 

from auto user fees. Mass transit projects should be financed one-half from fares, one-
quarter from auto user fees, and one-quarter from general fund subsidies. In addition, if 
the recommended revenue guidelines were followed, then contributions to capital - 
primarily in the form of federal grants - would be available for creation of new capital 
assets.  

What are the implications of financing a capital program in this way? A reasonable 
assumption is that for each $1 billion of new investment about one-third can be paid with 
federal grants, leaving $667 million to be financed with borrowing. Assuming a 
repayment period of 30 years and an interest rate of 5.1 percent, the annual revenues 



viii w Citizens Budget Commission 
 

 

needed for the debt repayment would be $42 million. For a highway project, this money 
would be raised from added auto user charges. For a mass transit project, the $42 million 
would require an increase in the states’ subsidy of $10.5 million, an increase in the cross 
subsidy from motorists of $10.5 million and an increase in fare revenues of $21 million.  

The illustrative calculations for a $1 billion transit investment can be extrapolated to a 
larger capital program. A program of $50 billion would lead to an increase in the subsidy 
from the states of $525 million, an increase in auto user fees subsidizing mass transit of 
24 percent, and an increase in fares of 25 percent. Having clear policies for how new 
capital will be financed would make it possible for planners to take into consideration the 
fiscal implications when making decisions about how much to invest and which projects 
to undertake. 

The calculations for covering the cost of repaying debt are only the beginning of the 
fiscal analysis needed to assess proposed new projects. The new projects would generate 
added use and new riders, thereby reducing the increase in fare levels needed to generate 
the higher total fare revenues. However, the project also will increase operating costs, and 
this will add to the future fiscal burden. The region’s transportation agencies should 
develop the capacity to plan new projects and should inform the public about the fiscal 
implications, such as the fare and auto user fee increases that would necessarily 
accompany the new investments. 
 
6. The existing backlog in maintenance and repairs caused by a history of under-

funding and neglect should be eliminated at an accelerated pace and be financed by 
general fund appropriations. 
Enthusiasm for new projects should not displace a concern for maintaining existing 

facilities. Plans have been developed by the MTA and NJ Transit for restoring the 
systems to a state of good repair, and the City of New York is making progress in getting 
its major bridges into a satisfactory condition. But the pace of these plans ought to be 
accelerated. Current target dates for achieving a state of good repair extend as far as 20 
years into the future. An effort should be made to achieve a state of good repair for 
transportation facilities within the next ten years. 

The cost of overcoming past mistakes and achieving a state of good repair should not 
be a responsibility of current users of the system. They pay a price in the form of 
neglected facilities; they should not also pay a price in the form of higher user charges. 
Rather, the cost of an accelerated program to eliminate the backlog of needed 
replacements and renovations should be borne by the broader public. State leaders should 
take responsibility for dealing with their predecessors’ bad judgment, and exercise 
leadership in raising the funds for restoring transportation infrastructure to a state of good 
repair. 
 
 



 

 

INTRODUCTION 
 

The economy of the New York metropolitan region is distinguished by two features -
its large scale and its unmatched employment density. The region, encompassing New 
York City, its New York suburbs, and parts of northeastern New Jersey, is home to a 
workforce of more than 10.1 million; this is significantly greater than the nation’s second 
largest metropolis, Los Angeles with 8.2 million, and more than twice the scale of third 
place Chicago with 4.7 million.1 As a consumer market and a labor market, New York is 
unrivaled. 

 
The jobs at which these people work are uniquely concentrated in a relatively small 

central business district that occupies the southern part of Manhattan Island. That central 
business district has a job density of more than 200,000 per square mile, greater than that 
of every other American city and even more dense than the central business districts of 
London  (about 88,000 per square mile) and Tokyo (about 150,000 per square mile).2 

 
In order for an economy with these features to work efficiently, it must have an 

extensive and well planned transportation system. During the first half of the twentieth 
century, public and private agencies built such a system. The New York region has more 
miles of highway (37,066) than any other metropolitan area, including heavily auto-
dependent places like Los Angeles (26,320). And the extensive road network is 
accompanied by mass transit and commuter rail systems that are far larger than those of 
other U.S. cities and rival the subway and railroad networks of European capitals, where 
the auto plays a less prominent role in journeys to work.3 The combination of an 
extensive American style highway system and a European style mass transit system 
makes New York unique among world class cities. 

 
But, as its millions of daily users know, the New York transportation system is far 

from ideal. If the New York labor market is to remain competitive and keep its place at 
the top of American cities in the twenty-first century, its leaders must address the 
challenges facing its transportation system. The remainder of this paper considers these 
problems and how to solve them. It is organized into three sections: 

• Section one identifies the three strategic transportation problems. 
• Section two describes the current financing of the system.  
• Section three recommends six guidelines for a better system. 

 
The recommendations call for a public enterprise approach to organizing and 

financing transportation. Similar to water systems, transportation systems have individual 
customers who should pay appropriate fees (fares, tolls, and others) to benefit from the 
services. These fees should be dedicated to supporting transportation facilities with 
                                                             
1 Data are for the year 2000 for the labor force as defined by the U.S. Bureau of Labor Statistics and are 
presented in Citizens Budget Commission, New York’s Competitiveness: A Scorecard for 13 U.S. 
Metropolitan Areas, (Citizens Budget Commission, July, 2001).  
2 See Citizens Budget Commission, Transportation Infrastructure and New York’s Competitiveness, 
(Citizens Budget Commission, June, 1999) p. 8.  
3 Ibid. 
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subsidies from general government limited in size and purpose but provided in a 
predictable manner. By combining pre-determined subsidies with strong reliance on user 
fees, transportation agencies can operate more like independent businesses, able to plan 
and deliver services that their customers want. 

 
CURRENT PROBLEMS 

 
The three related strategic problems facing the current system are inadequate 

maintenance and repair, lack of financing and comprehensive planning for improvements 
and expansion, and politicized and inconsistent pricing policies,. Each is discussed more 
fully below.  
 
 
Inadequate Maintenance and Repair 

 
While enormous investments were made in the first part of the 20th Century to build 

a transportation system, the latter part of the century witnessed significant disinvestment 
as the needed maintenance and repair went undone. New York’s mass transit lines, put 
under the jurisdiction of the newly created Metropolitan Transportation Authority (MTA) 
in 1965, were seriously neglected until the early 1980s, when a new capital program was 
begun. Over the last 20 years, capital investments by the MTA have exceeded $30 billion 
with demonstrable results in the form of better on-time performance and passenger 
comfort. Nonetheless, serious deficiencies remain with many stations and structural 
features of the system in need of renovation. The MTA’s current program of capital 
spending will take until 2019 before all components of the system reach a state of good 
repair and begin normal replacement cycles. 4 
  

Similarly, in New Jersey, which has the nation’s third largest mass transit system, the 
State and its transportation agencies have invested substantially in recent years to 
improve its bus, subway, and commuter rail facilities. Nonetheless, the State projects that 
it will need between $20 billion and $25 billion by 2025 to continue and complete the 
effort to achieve a state of good repair and normal replacement cycles for the existing 
system and several new components now under construction. 5 
 

Highways and bridges in New York and New Jersey also have been neglected. 
According to the Federal Highway Administration, which periodically assesses  
conditions nationwide, in New York 39.3 percent of urban roads and in New Jersey 28.7 
percent were in unacceptable condition. Among 12 states consisting of New York, New 
Jersey and 10 other states deemed most economically competitive with New York due to 

                                                             
4 “Investing in New York’s Transit Future:  An Assessment of the Capital Needs of the Metropolitan 
Transportation Authority,” September 1999. A Regional Planning Association report prepared for the 
Empire State Transportation Alliance. 
5 The New Jersey Department of Transportation and the New Jersey Transit Corporation, “Transportation 
Choices 2025” planning document published in 2002, <http://www.njchoices.com/aboutreturn.asp>. 
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size and proximity, New Jersey ranked 9th and New York 11th on this indicator of 
highway conditions. 6 Among the 50 states, New Jersey ranked 23rd and New York 33rd.  
 

Bridges in the two states do not fare much better. The Federal Highway 
Administration reports that 40.5 percent of New York and 37.3 percent of New Jersey 
bridges are either structurally deficient or functionally obsolete. These conditions placed 
the two states 10th and 9th respectively among the 12 competitors. Among the 50 states, 
New Jersey ranked 43rd while New York ranked 44th. 7 

 
Lack of Financing and Comprehensive Planning for Expansion 
 

When a system fails to maintain itself adequately, it is hard to make a case for 
expansion. The first priority should be bringing existing facilities to a state of good 
repair. But in recent years, as progress has been made in restoring the current facilities 
and as economic growth put strains on the capacity of parts of the transit system, 
proposals have emerged for expansion. The challenge is to set priorities among the 
proposals and to find the resources to finance the most effective projects. 
 

Among the mass transit proposals under considerations are a new Second Avenue 
subway (at an estimated cost of $15.3 billion), extension of the Number 7 subway line to 
the west side of Manhattan (about $2.2 billion), an “East Side Access” project connecting 
the Long Island Railroad to Grand Central Station ($6.0 billion), a new rail tunnel 
connecting New Jersey to midtown Manhattan called “Access to the Region’s Core” 
($4.6 billion),  and a new Penn Station at the Farley Post Office site ($1.1 billion).8  In 
addition, the terrorist attacks of September 11, 2001 destroyed or damaged some mass 
transit facilities in Lower Manhattan, and plans for their reconstruction include 
significant upgrading at a cost of about $3.5 billion. New Jersey Transit has plans to 
increase its capacity costing about $10 billion, in addition to nearly $5 billion needed to 
achieve a state of good repair.9 
     

Transportation planners generally agree that expansion of highway capacity, 
particularly road connections to the central business district, is not a key to future 
economic growth. There is a broadly shared goal of shifting toward greater reliance on 
mass transit and less reliance on autos for work commutes, especially commutes into 
Manhattan. But this does not mean that there are no proposals for new highway projects. 
Among the significant proposals in New York are a tunnel to replace a part of West 
                                                             
6 U.S. Department of Transportation, Federal Highway Administration, Highway Statistics 2001, 
<http://www.fhwa.dot.gov/ohim/hs01/>. For the basis for selecting the competitor states see Citizens 
Budget Commission, New York State’s Competitiveness: A Scorecard for 12 States, (Citizens Budget 
Commission, March, 2001). The other ten states are Pennsylvania, Florida, Illinois, Texas, Ohio, Georgia, 
Michigan, California, Connecticut, and Massachusetts.    
 
7 Deficient Bridges by State and Highway System, <http://www.fhwa.dot.gov/bridge/deficient.htm>. 
8 Cost estimates are the 2003 present value of total capital costs including debt service during the 
construction period, which ranges from five to 17 years. See “Transportation Choices and the Future of the 
New York City Economy,” Partnership for New York City, November 2003. 
9 Blue Ribbon Commission, “Recommendations for Ensuring a Strong Transportation Network for the 21st 
Century.” Report to Governor James E. McGreevey and the New Jersey Legislature, November 2003, p.2. 
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Street in Lower Manhattan in order to improve pedestrian access to Battery Park City and 
make downtown more attractive, rebuilding the Tappan Zee Bridge with added capacity, 
and a variety of improvements to existing highways in order to make them safer and to 
smooth traffic flows. In New Jersey, recent proposals are for $5.5 billion over the next 10 
years for projects to alleviate traffic.10 There is no readily available estimate of the cost of 
all desired highway improvements in the entire region, but it is likely to be in the tens of 
billions. 
 

The only certainty about these numerous projects is that all of them will not be 
completed.  There is not likely to be sufficient funding for all the projects proposed – 
which makes the ability to choose rationally extremely important. 
 

But the New York region has no institutional capacity for setting priorities among 
these and other proposals.  The Lower Manhattan Development Corporation, created 
after September 11, 2001 and accountable to the Mayor and Governor of New York, has 
worked to make decisions among the proposals for that area, and has achieved some 
success because it effectively controls the federal funds that would support the projects it 
endorses.  But for the broader region, there is no central decision-making body.  

 
A limited transportation planning capacity has been created as a result of 

requirements in federal laws authorizing federal aid for highways and mass transit. Each 
region is required to have a metropolitan planning organization (MPO) that meets federal 
standards. In New York there is an MPO, known as the New York Metropolitan 
Transportation Council (NYMTC), with jurisdiction over New York City and five 
suburban counties. In New Jersey the relevant MPO is the North Jersey Transportation 
Planning Authority (NJTPA), covering 13 counties. The Boards of the MPOs are 
comprised primarily of representatives of the relevant local government officials (county 
executives and mayors). Each MPO must prepare a three-year Transportation 
Improvement Program (TIP) that identifies each project for which federal funding is 
sought and relates these projects to overall needs in the region. However, the process has 
tended to be one of mutual inclusiveness, with each local entity representative approving 
the others’ proposals, rather than a process which leads the MPOs to be a forum for 
priority setting. The MPOs do not raise or control most of the money used for capital 
projects, so they have not been able to influence capital investment strategies of the other 
entities which do finance the non-federal portion of project costs.11          

  
There also is no agreed upon policy for how to finance new facilities. All local 

officials seek to maximize federal aid, but federal authorities pay for only a fraction of 
the cost of any new project. Identifying the local sources is often an exercise in 
avoidance. The transportation agencies have little or no earmarked funding for new 
capital, and leaders avoid asking for either greater state and local subsides from general 

                                                             
10 Ibid. 
11 See Robert Puentes and Linda Bailey, “Improving Metropolitan Decision Making in Transportation: 
Greater Funding and Devolution for Greater Accountability,” Brookings Institution Series on 
Transportation Reform, October, 2003.  
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taxes or asking riders and drivers to pay more through user fees. Leadership is needed to 
identify the non-federal sources of funding for system expansion.   
 
Politicized and Inconsistent Pricing Policies 
 

The division of responsibility between the public and private sectors in the provision 
of transportation services has changed over time. The commuter railroads were initially 
part of private railroad empires, and many mass transit facilities were initially constructed 
as private ventures. But as the critical economic role of the subways was recognized, they 
became subject to price regulation, and this eventually led to the bankruptcy and public 
acquisition of the lines. Although a few bridge and highway projects (notably the 
Brooklyn Bridge) were conceived as private ventures, they generally were implemented 
from the start as public investments. Currently, most transportation facilities are under 
public control. 
 

But because a service is provided by government does not mean that it is necessarily 
“free,” in the sense that the consumer is not charged. Public agencies can and do charge 
for their services, including transportation services. In the case of mass transit, the charge 
is typically a fare for an individual ride or for a weekly or monthly bulk purchase of rides. 
In the case of bridges and highways the charge is often in the form of a toll collected for 
each passage, but other fees such as for drivers licenses and auto registration also 
represent forms of charges to auto users. In addition, taxes on motor fuels are also 
typically considered akin to a user charge because the amount paid bears a direct 
relationship to the amount of use of the highways. 
 

In setting these charges, government agencies have generally been driven by political 
considerations and often acted inconsistently. The basic fault has been to set prices too 
low. A second problem is that the pricing policies have not been applied uniformly over 
time or across facilities. As a consequence, funding for transportation has been 
unreliable, and strategies for meeting immediate needs are crafted on an ad hoc basis with 
little attention to the longer run. 
 

In a private market prices are set to cover costs and achieve a competitive rate of 
return, but transportation services have become public because this market principle is 
inappropriate. Principles of pubic finance suggest that user charges be set lower than the 
cost of production when there is some “public good” associated with use of the service. 
To the extent there are wider benefits than those received by the individual user, it is 
appropriate for the broader public to subsidize the service. For example, to the extent 
higher education yields societal benefits as well as individual benefits, tuition at public 
colleges should be set lower than actual costs (and subsidies should be given to private 
universities). 

 
 A similar logic suggests that when consumption of a service generates a cost for 

people other than the buyer (called a “negative externality” in economic theory), then the 
price should be higher than the direct cost of production and should reflect the costs 
borne by third parties. Application of this principle has led to federal requirements that 
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water utilities treat waste water and dispose of sewage in acceptable ways; the cost of 
avoiding the water pollution otherwise generated is included in the prices charged to 
water consumers. Similarly, industrial firms generating air pollution can buy certain 
“pollution rights” by paying for the estimated costs associated with that pollution. 

 
If these principles are not followed, then serious inefficiencies arise. If prices are set 

too high, then individuals will not buy as much of the service as is desirable. More 
importantly, when public benefits are involved, the broader public will be denied benefits 
because the consumers are kept away. For example, arguments for broader access to 
higher education typically point to the benefits being lost by all due to this 
underinvestment (hence, the slogan “a mind is a terrible thing to waste.”) 

 
If prices are set too low, then two different types of inefficiencies arise. Consumers 

may buy “too much” of the product. When there are negative externalities, this over-
consumption will impose costs on the broader public in forms such as excessive air and 
water pollution.  Second, the low price must be matched with a subsidy to cover the full 
costs. In a non-competitive situation, if subsidies are relatively large, producers of the 
service may extract economic “rents” stemming from a lack of pressure to contain costs. 
These include bloated administrative salaries, overpayments to contractors, and above-
market wage settlements. In effect, part of the subsidy can be converted to private gain. 

 
Setting appropriate prices for transportation services is difficult because they involve 

qualities of a public good and because they impose some negative externalities. The 
broader benefit provided by transportation facilities is a more efficient labor market. 
Employers and workers benefit by the concentration of jobs and availability of labor 
made possible by modern transportation systems. This is the strongest economic case for 
subsidizing transportation, especially mass transit. The negative externalities are 
associated primarily with auto use. These consist of air pollution (despite efforts to 
regulate auto emissions) and congestion, which imposes costs in the form of delays for 
deliveries, commutes to work, and other business trips. This is the basic case for 
requiring auto users to pay fees in excess of the direct cost of operating highways and 
bridges.  

 
Subsequent sections of this report will provide supporting data about the role of user 

charges in the New York region and the recommended level for such charges. The basic 
point to be made here is that user charges historically have been too low and resulting 
inefficiencies are evident. Overall, among the multiple agencies functioning in the region, 
dedicated user charges cover only about 37 percent of the costs of mass transit and about 
80 percent of the cost of highways and bridges. (See Tables 2 and 4 below.) The 
undercharging for auto use is one cause of the crowded highways and air pollution, and 
the associated tax subsidies likely create excess income for firms and workers engaged in 
the maintenance of these facilities. The low ratio of fares to cost for mass transit helps 
create the crowding during rush hours, and the associated large tax subsidy underwrites 
managerial inefficiencies.   
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A second important point about fare policies in the New York region is that they are 
applied inconsistently – over time and across agencies. Changes in fares occur erratically, 
based more on political cycles than economic considerations. For example, the 2003 fare 
and toll increases adopted by the MTA were the first in eight years and followed fare 
decreases in 1997 when the Metrocard was introduced system-wide, were the largest in 
history, and were timed to take place after statewide elections. 
 

The inconsistency in pricing policies is evident in a variety of ways. Among mass 
transit agencies, the ratio of the fare to costs varies among subways, buses and commuter 
lines with the commuter lines most heavily subsidized. Among highway and bridge 
facilities, some are operated by authorities that impose tolls that more than cover 
operating costs while other bridges and roads are operated by units of general 
government that typically impose no tolls and fully subsidize operations. New York and 
New Jersey have different vehicle registration and drivers license charges; more 
importantly, they impose different motor vehicle fuel taxes in an area where border 
crossing is frequent. Peak hour pricing to reduce congestion is used on some of the 
bridges and on the commuter railroads, but is not used for the subway lines and the 
MTA’s toll bridges. 
 

Given the low and inconsistent prices, there is no clearly-defined policy to finance 
transportation services. Funding comes from a patchwork of fares, tolls, dedicated taxes, 
and general fund subsidies. The major transportation agencies struggle year-to-year to 
identify and attain needed revenues. The result is short-term, ad hoc solutions – often 
imposed at the 11th hour amidst widespread public confusion. A prime example is 2003 
round of MTA fare hikes. This instability and inconsistency in revenue sources weakens 
capacity for longer-range financial planning.  
 

Addressing the three key problems in the region’s transportation system will require 
changes in financing policies. Before considering specific recommendations for such 
changes, it is instructive to examine the existing arrangements in more detail. That is the 
purpose of the next section. 
 
 

CURRENT FINANCING POLICIES 
 

The New York region can be defined in several ways. For purposes of transportation 
planning, labor market characteristics are most relevant. Accordingly, the approach taken 
in this section defines the region as the City of New York, seven counties in New York 
State that are suburbs of the city and are served along with the city by the MTA,12 and 
eight counties in northern New Jersey that have at least 5 percent of their residents 
commuting to New York City for work.13  This region encompasses about 7,500 square 
miles and is home to about 20.5 million residents.14 Portions of Connecticut that send a 
substantial number of commuters to the region’s central business district might also 
                                                             
12 These counties are Nassau, Suffolk, Westchester, Rockland, Putnam, Orange and Dutchess.   
13 These counties are Essex, Morris, Passaic, Monmouth, Hudson, Middlesex, Union and Bergen.  
14 U.S. Census Bureau, County and City Data Book 2000, 
<http://www.census.gov/prod/2002pubs/00ccdb/cc00_tabB1.pdf>. 
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logically be included in the definition of the region, but for this report Connecticut has 
been excluded in order to simplify the data collection and analysis. However, the 
guidelines suggested below could appropriately be extended to include portions of 
Connecticut.15  
 
 
The Multiple Transportation Agencies 

 
Within the region, 25 separate government agencies play an important role in 

providing transportation services. One unique entity is the Port Authority of New York 
and New Jersey (PA). It was created in 1920 by interstate compact to serve the bi-state 
port area, and is governed by a 12-member board consisting of six appointees by each 
governor. Initially intended to deal with transportation facilities in the harbor, its role was 
extended to include building and operating four bridges and two tunnels spanning the 
Hudson River to join the two states. It also operates airports in the region and, since 1965 
it has operated the Trans-Hudson subway system known as PATH. The PATH brings 
about 65,000 people from New Jersey into Manhattan each workday. 

 
The two State governments also play a role through their state Departments of 

Transportation (DOT). These agencies plan and operate road and bridge facilities and 
help fund mass transit services, although direct operation of mass transit is the 
responsibility of separate agencies. The roads for which the state departments are directly 
responsible are usually major arterial highways, with local governments responsible for 
the smaller local roads. In New York a separate state Department of Motor Vehicles 
(DMV) regulates auto use by issuing drivers licenses and registering vehicles, while in 
New Jersey these functions are included in the Department of Transportation. 

 
Each state also created multiple special purpose public benefit corporations or 

“authorities” to build and/or operate parts of the transportation system. New Jersey has 
four such entities.  The New Jersey Turnpike Authority (NJTA) was established to 
operate the New Jersey Turnpike, a 148 mile toll road; the New Jersey Highway 
Authority (NJHA) was created to operate the Garden State Parkway, a 173 mile toll road. 
In July of 2003 these two authorities were merged, keeping the name of the Turnpike 
Authority.  The Turnpike Authority is governed by a seven-member board appointed by 
the governor. 

 
The New Jersey Transit Corporation (NJTransit) was created in 1980 to operate mass 

transit services throughout the state. It operates an extensive network of bus routes and 11 
major commuter rail lines, making it the third largest mass transit agency in the nation. 
On a typical weekday morning its services bring about 150,000 commuters into 
Manhattan. The Corporation is governed by a seven-member board appointed by the 
governor. 

 

                                                             
15 According to 2000 census data, no county in Connecticut has at least 5 percent of its residents 
commuting to New York City. Fairfield County has the largest rate of commutation, with about 25,000 
commuters or just under 3 percent of its population. 
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The New Jersey Transportation Trust Fund Authority (NJTTFA) does not operate any 
facilities, but is a financing mechanism for transportation projects. It issues bonds to 
finance projects undertaken by NJTransit and by the NJDOT. It is able to borrow in 
public credit markets because the State has earmarked some of its motor fuel tax revenues 
to the authority to support its debt service. In addition, the agency receives general fund 
appropriations from the State to help repay its debt. At the end of 2002 it had $5.1 billion 
in debt outstanding.16 The authority has an eight-member board appointed by the 
governor. 

 
The State of New York has two authorities that play a major role in transportation in 

the region. The Metropolitan Transportation Authority (MTA) is the parent agency for 
subsidiaries, merged to create the agency, that have both mass transit and bridge and 
tunnel facilities. Its mass transit operations are the largest in the nation, including more 
than 700 miles of subway lines and 5,000 buses; its two commuter railroads, MetroNorth 
serving the northern suburbs and the Long Island Railroad (LIRR), bring about 85,000 
and 100,000 commuters, respectively, into Manhattan each workday. The MTA’s bridge 
and tunnel division operates seven bridges and two tunnels, all within New York City. 
The MTA is governed by 17-member board with the majority appointed by the governor 
and others appointed by the Mayor of New York City and the county executives of the 
counties served by the agency. 
 

The New York State Thruway Authority (NYTA) was created in 1950 to build and 
operate a limited access highway system spanning the state. It now operates a 641-mile 
system of toll roads, and has undertaken additional projects upstate. Within the New 
York metropolitan region defined for this study, the NYTA operates about 91 miles of 
highway and the Tappan Zee Bridge. The NYTA also serves as a financing agency for 
the New York State DOT. The authority issues bonds to raise capital for the DOT; debt 
service on the bonds is paid from taxes and fees earmarked for a dedicated fund from 
which the State legislature appropriates funds to repay the NYTA bonds. The NYTA is 
governed by a three-member board appointed by the governor. 

 
The remaining agencies involved in providing transportation services are units of 

local government. The largest of these is the City of New York (NYC). Its Department of 
Transportation maintains 5,806 miles of streets as wells as 755 bridges, including the four 
major toll-free East River crossings.17  The City also operates a ferry line connecting 
Manhattan and Staten Island, subsidizes some private bus operations within the city, and 
provides financial support to the MTA. 
 

The other important units of local government are the counties – seven in New York 
and eight in New Jersey. They are responsible for maintaining major local roads that 
connect with the major state operated roads. The seven New York counties together have 
about 2,101 miles of such secondary roads, and the New Jersey counties about 1,667 

                                                             
16 New Jersey Transportation Trust Fund Authority, Audited Financial Statements of June 30, 2002. 
17 City of New York, Department of Transportation, <www.nyc.gov/dothome.html>. 
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miles.18 Some counties also operate or subsidize bus operations in their jurisdiction, and 
in New York the counties also provide financial support to the MTA.  

 
It should be noted that numerous local governments within counties such as towns 

and villages also play a role in the transportation network. They maintain smaller, 
typically residential, roads. Clearly, the system requires this component to connect 
individuals from their homes to the more extensive roads and transit lines, but it is both 
impractical and unwise to conceive of this part of the system as subject to broader 
control. Local autonomy with respect to the planning and operation of these facilities is a 
strong part of the national political culture and allows local areas to set their own 
character. It would be inappropriate to try to bring these roads under the jurisdiction of a 
more regional authority, and they are excluded from the analysis in this report.19 
 

If the agencies described above comprise the region’s transportation system, it is 
instructive to ask three basic financial questions about that system. 
• What level of expenditure currently is required to operate these facilities? 
• What mix of revenue sources currently is relied upon to finance the system’s 

operations? 
• If revenues fall short of expenditures, how are operating deficits financed? 
These questions are answered below separately for the mass transit and highway and 
bridge systems. 
 
 
Conceptual Issues 
 

While the foregoing questions appear simple, answering them requires addressing 
three complex issues. These relate to the measurement of depreciation or the use of 
capital as a part of operating expenses, the classification of revenue sources, and the 
treatment of capital expenses and contributions to capital. 
 
Use of Capital as an Operating Expense.  In the world of accounting, there is an 
important distinction between expenditures and cash disbursements. Expenditures are 
intended to reflect all of the resources used in the course of an entity’s operations in a 
given period. In many instances, the resources used are paid for within the same period 
that they are used, and the payment can be used to measure the resources consumed. For 
example, payrolls reflect labor costs, and payments to vendors reflect other types of 
resources such as supplies and materials. Adjustments may be necessary to reflect the lag 
in payroll periods or the purchase of items for inventory, but generally expenditures can 
be measured using available records of payments. 
                                                             
18 State of New York, Department of Transportation, 
<http://www.dot.state.ny.us/tech_serv/high/highwaym.html>; State of New Jersey, Department of 
Transportation, <http://www.state.nj.us/transportation/refdata/roadway/pdf/02VMTFCCO.pdf>. Primary 
arterial and minor arterial roadway mileage were included in the total.  
19 The notable exception to this guideline is the parking facilities operated by localities adjacent to 
commuter rail lines. Although building such facilities has typically been left to local discretion, the system 
of parking facilities for the commuter rail lines might more appropriately be placed within the jurisdiction 
of a regional entity with transportation planning responsibilities.  
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 The nettlesome exception to this rule is measurement of the use of capital in the 

course of producing goods and services. Economists and accountants agree that physical 
assets are consumed as part of the production process, and the resulting reduction in the 
value of the capital asset should be counted as an expenditure. This expenditure is called 
depreciation, and rules have been developed for measuring it. Typically when an asset is 
acquired it is assigned a “useful life” representing the amount of time it can be expected 
to stay in use. Then a fraction of the purchase price of the asset equal to one year’s 
proportion of the total useful life is counted as an annual expenditure called depreciation. 
 

Two problems arise with the use of depreciation as a way to measure the use of 
capital, particularly with public services. First, depreciation is calculated based on the 
historical purchase price (or construction cost) of the asset. Given inflation and the long 
useful life of many public facilities, calculating depreciation based on historical cost may 
understate the current value of the capital used. Therefore, it may be more appropriate to 
use the current replacement cost rather than the historical cost of the asset as a basis for 
calculating depreciation, but this is not required in current accounting rules.20 
 

An even more significant problem with depreciation in many public services is that 
until recently accounting rules did not require depreciation to be calculated for ma ny 
public assets. Until 2002, units of general government were not required by accounting 
rules to count depreciation of most physical assets as an expense. Governments were 
treated differently than private businesses, under the assumption that their unique 
infrastructure assets had no value in the private market. Thus most government financial 
reports did not show the depreciation of facilities such as highways and bridges as an 
expenditure.21 
 

Given the limitations of accounting rules and practices, it is difficult to measure the 
use of capital for the agencies considered in this report. In the tables that follow, the 
expenditure labeled “use of capital” has been calculated in one of two ways. For agencies 
that calculate depreciation, that measure is used. Since it is based on historical cost, it is a 
low estimate of the current value of capital used. For agencies that did not report 
depreciation, their annual debt service is used to gauge the use of capital. Debt service is 
the annual amount paid for interest and repayment of principal for borrowed funds. This 
is only a crude indicator, but is the only one available. It will closely approximate 
depreciation under certain circumstances. If the agency funds all its capital investments 
with borrowing, repays the borrowing over the same period as the useful life of the asset, 
and schedules debt repayments on an equal basis over the period, then the debts service 
will be close to the depreciation. In many cases these assumptions do not hold, and debt 
service is an underestimate of depreciation in most cases. However, it is an informative 

                                                             
20 Replacement cost is less precise than historical cost because replacement cost typically must be estimated 
each year. A third option, relying on costs for a predetermined standard of maintenance is now permitted by 
the Governmental Accounting Standards Board and is discussed in the section of this report on Guidelines 
for Designing a Better System. 
21 See Governmental Accounting Standards Board, Statement 34: Basic Financial Statements - and 
Management’s Discussion and Analysis – for State and Local Governments, June 1999.  
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way to approximate the value of use of capital for those agencies not reporting 
depreciation. 
 
Classification of Revenues.  A key issue in transportation finance identified earlier is the 
balance of user charges versus subsidies in paying for services. Accordingly, this is 
perhaps the most important distinction to make in identifying revenues. However, it is not 
always clear where to draw the line between a charge for a service and a tax. As noted 
previously, motor fuel taxes are taxes, but they also have characteristics of a user charge 
for highway users. These items are sometimes referred to as “quasi-user fees.” However, 
they are counted as user charges from the policy perspective of this analysis. 
 

Another important concept in the classification of revenues is “dedication” or 
“earmarking.” This refers to restricting the use of a revenue to one particular agency or 
purpose. Sometimes user charges imposed for a service are kept in special funds and 
restricted or earmarked for use in financing the service for which its customer paid. For 
example, toll road authorities in New York and New Jersey retain the tolls they collect 
for use in operating the roads.  However, in some instances user charges may not be 
earmarked for transportation. For example, motor fuel taxes might be collected and kept 
in a state’s general fund without being earmarked for a transportation agency. This 
analysis identifies transportation user fees that are not dedicated to transportation, and 
they are shown separately or “below the line” in the tables that follow. 
   

Another form of earmarking is to designate taxes or other revenues that are not user 
charges for a transportation agency or purpose. For example, some local governments 
designate a portion of their property tax as specifically for road maintenance, and some 
general sales taxes in the MTA region are collected specifically for that agency’s use. 
These earmarked taxes are a form of subsidy, but they can be distinguished from 
subsidies that come in the form of appropriations from a government’s general fund. This 
analysis identifies the elements of a subsidy between earmarked revenues and general 
appropriations. Another form of subsidy identified in the analysis is intergovernmental 
grants usually from the state or federal government, which are given to the lower level of 
government for specific transportation purposes. These operating grants are also 
identified as a separate type of revenue. 
  
Capital Investments and Capital Contributions. While use of capital is an expenditure, 
it should not be confused with capital investments. Investments are not expenditures. An 
investment in a physical asset (building a bridge or buying a subway car) is not an 
operating expenditure; in accounting terms it is only changing the form of the asset from 
cash to a physical asset. The money is not expended when it is invested, it is expended as 
the physical asset is used and is depreciated. 
 

However, as noted, many government entities were not required to calculate 
depreciation or report it in financial statements. At the same time they did report their 
annual capital investments, often labeled as capital expenditures. Nonetheless, for 
purposes of designing a system for adequately financing transportation services, it should 
be remembered that these are capital investments, not operating expenditures. 
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Finally, it should be noted that agencies can receive resources in the form of a 

“capital contribution.” This is money provided by an outside party in order to fund a 
capital investment. It is not intended to support operating expenses and is not an 
operating revenue. Federal grants for capital projects are a major form of capital 
contribution for some transportation agencies. These contributions are not classified as an 
operating revenue in this analysis, because they are not intended to cover operating 
expenses and are intended to create new capital assets. They are identified as a distinct 
category of resources in the tables that follow. 
 
     It should be noted that in addition to receiving contributions to capital, public agencies 
also raise money for capital purposes by borrowing in public credit markets. However, 
from an accounting perspective, the proceeds from a borrowing (usually a bond issue) are 
not a source of revenue. The cash provided by the borrowing simultaneously creates a 
liability for the entity in the form of the bonds that must be repaid. Thus, there is no 
increase in the entity’s net worth as a result of the transaction. The physical facility 
created with the proceeds of the borrowing is new physical capital, but its cost is reflected 
in the annual depreciation expenses taken by the agency. The repayment of the bond’s 
principal is a reduction in the outstanding liability, offset by a reduction in cash assets – 
again having no net impact on the balance sheet. The key implication of these accounting 
rules is that borrowing should not be viewed as a source of new capital. It is a means for 
raising cash, but the capital assets must be paid for from future operating revenues that 
cover depreciation and the interest on the loan. 
 
Road and Bridge Financing22 
 
Operating Expenditures. As shown in Table 1, total expenditures for roads and bridges 
in the region were nearly $4.1 billion. Of this total about 38 percent or nearly $1.6 billion 
represented the use of capital, and about $2.5 billion was direct operating expenditures. 

 
Geographically, about 28 percent of the expenditures were in New Jersey, about 62 

percent in New York, and about 10 percent was literally split in the middle for the PA’s 
operations of the bridges and tunnels connecting the two states. The use of capital 
represented 28 percent of the PA’s expenditures, 36 percent of the expenditures within 
New York, and 46 percent of the expenditures in New Jersey. 
 

In the New York part of the region, the largest expenditures were by the State of New 
York, about $1.0 billion. This includes spending for road maintenance by the DOT 
(including some aid to localities for this purpose) and the operations of the Department of 
Motor Vehicles. The City of New York’s expenditures were about $802 million. The 
MTA spent $431 million on its bridges and tunnels, the NYTA spent about $135 million 
in the downstate area, and the county governments spent about $127 million. 

 

                                                             
22 The data for roads and bridges and for mass transit in this report are for 2001 – the most recent year for 
which final audited numbers were available during the period of research for this report.  See the Appendix 
for a more complete explanation of the methods and sources used to arrive at the estimates presented. 
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Direct Use of 
Entity Operations Capital Total

Port Authority NY/NJ $303.5 $118.4 $421.9

New York State - Subtotal $1,620.7 $908.4 $2,529.1
State of New  York - net direct 627.0 406.8 1,033.8

Dept. Motor Vehicles 124.0 - 124.0
Dept. Transportation 663.0 406.8 1,069.8
(Transfers to Localities) -160.0 - -160.0

MTA 257.0 174.0 431.0
NY Thruway Authority 97.3 37.3 134.7
City of New York 586.5 215.8 802.3
County Governments 53.0 74.3 127.3

New Jersey - Subtotal $624.3 $524.1 $1,148.4
NJ State Transportation Dept. 269.3 27.7 297.0
Transportation Trust Fund Authority - 253.6 253.6
NJ Turnpike Authority 176.9 181.0 357.9
NJ Highway Authority 143.2 56.0 199.1
County Governments 35.0 5.8 40.8

Grand Total $2,548.5 $1,550.9 $4,099.4

Sources: See appendix.

Regional Expenditures for Roads and Bridges, 2001
(dollars in millions)

Table 1

 
  

In New Jersey, the largest source of expenditures was the Turnpike Authority with 
$358 million.  Together with the Highway Authority, the operation of these two toll roads 
comprised $557 million or nearly half the statewide total. The State DOT represented 
$298 million and the TTFA another $254 million. The New Jersey counties’ expenditures 
were about $41 million. 
 
Operating Revenues and the Surplus.  As shown in Table 2, public agencies in the 
region collected over $5.7 billion in user fees from auto users. This includes about $2.0 
billion in motor fuel taxes,23 and another $3.8 billion in direct charges.  These direct 
charges include $2.4 billion in tolls for bridges and highways, and $1.3 billion in a 
variety of fees and fines collected by the two states and the City of New York. The total 
for user fees represented about 140 percent of the operating expenses of the road and 
bridge system. This ratio was higher in New Jersey (about 160 percent) than in New York 
(about 125 percent). 

                                                             
23 Motor fuel taxes consist of the petroleum gross receipts tax, which is levied at the wholesale level but 
passed to motorists at the pump, and the tax levied on motorists directly at the pump.  These taxes are 
levied by the two state governments in New York and New Jersey – and do not include the federal motor 
fuel charges.  Refer to the appendix for the method to estimate the amount collected in the downstate New 
York Region.  



 

 

 

Port GRAND
Revenue NJDOT NJTA TTFA Counties Subtotal NYDOT MTA NYTA NYC Counties Subtotal Authority TOTAL

TOTAL
TRANSPORTATION
AGENCY REVENUES $297.0 $723.6 $253.6 $40.8 $1,315.0 $1,033.7 $926.8 $170.6 $802.3 $127.3 $3,060.7 $688.7 $5,065.0

DEDICATED
USER CHARGES $43.0 $656.9 $164.9 $2.7 $867.5 $656.4 $922.7 $170.6 - - $1,749.7 $667.7 $3,284.9

Direct Charges - 656.9 - - 656.9 - 922.7 170.6 - - 1,093.3 667.7 2,417.9
Fuel Taxes 43.0 - 164.9 2.7 210.6 656.4 - - - - 656.4 - 867.0

Subsidies 254.0 - 78.9 38.1 371.0 377.3 - - 802.3 112.8 1,292.4 - 1,663.4
General Fund Approp. 226.5 - 78.9 26.8 332.2 365.5 - - 642.5 65.7 1,073.7 - 1,405.9
Operating Grants 27.5 - - 11.3 38.8 11.8 - - 159.8 27.5 199.1 - 237.9

Federal 27.5 - - 0.1 27.6 11.8 - - 31.0 11.0 53.8 - 81.4
State - - - 11.2 11.2 - - - 118.0 16.5 134.5 - 145.7
Other - - - - - - - - 10.8 - 10.8 - 10.8

Dedicated Tax - - - - - - - - 19.6 19.6 - 19.6

Other Income - 66.7 9.8 - 76.5 - 4.1 - - 14.5 18.6 21.0 116.1

NON-DEDICATED
USER CHARGES $989.1 - - - $989.1 $99.2 $538.4 - $778.6 $23.3 $1,439.5 - $2,428.6

Direct Charges 444.3 - - - 444.3 99.2 - - 778.6 23.3 901.1 - 1,345.4
Fuel Taxes 544.8 - - - 544.8 - 538.4 - - - 538.4 - 1,083.2

TOTAL DEDICATED
AND NON-DEDICATED
USER CHARGES $1,032.1 $656.9 $164.9 $2.7 $1,856.6 $755.6 $1,461.1 $170.6 $778.6 $23.3 $3,189.2 $667.7 $5,713.5

Direct Charges 444.3 656.9 - - 1,101.2 99.2 922.7 170.6 - 23.3 1,994.4 667.7 3,763.3
Fuel Taxes 527.8 - 164.9 2.7 755.4 656.4 538.4 - 778.6 - 1,194.8 - 1,951.2

Sources: See appendix.

New Jersey New York

Regional Revenues for Roads and Bridges, 2001
Table 2

(dollars in millions)
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However, of the user fee total, only about 57 percent is devoted to funding the road 
and bridge system’s operating expenses. All of the toll revenues are retained by the 
agencies that collect them:  $659 million by the two New Jersey toll road authorities, 
$171 million by New York’s Thruway Authority, $923 million by the MTA from its 
bridges and tunnels, and $668 million by the Port Authority from its bridges and tunnels. 
In each case, the collections exceed operating expenses for the facilities. The toll road 
authorities retain the surpluses; the MTA and the Port Authority transfer their surpluses 
from these operations to their respective mass transit operations.     
 

It is largely the motor fuel taxes that are not dedicated to transportation uses. Of the 
total fuel tax collections, only about 44 percent are dedicated to road and bridge 
operations. The fees and fines collected by state and local agencies also are not dedicated 
to transportation activities. 
 

The units of general state and local government (in contrast to the authorities) have 
only a small share of their operating expenses covered by the dedicated user charges. 
They receive subsidies to cover their expenses. These subsidies total about $1.6 billion 
and equal more than two-thirds of these units’ total operating expenses. The combination 
of several authorities that generate significant surpluses from road and bridge operations 
and units of general government that receive subsidies yields an aggregate system that 
has revenues that exceed operating expenses by about 24 percent. 
 

How can one reconcile the finding of a significant operating surplus for the combined 
road and bridge system with the previously noted neglected condition of many roads and 
bridges? Two considerations are relevant. First, as previously noted, the figures for “use 
of capital” in Table 1 understate the actual costs. The figure is depreciation based on 
historical costs for some of the authorities and is based on debt service for the 
Departments of Transportation. Since these figures significantly understate the actual cost 
of the use of capital, the current spending may not actually generate the surplus they 
suggest. Second, there is a difference in the operating results between the authorities and 
the units of general government. The surplus is concentrated in the authorities, which 
generally do not rely on any tax subsidy. And the facilities operated by these agencies are 
generally in much better condition that those operated by units of general government. 
Independent access to financing has helped keep the authorities’ facilities in better shape, 
while the dependency of the other agencies on annual appropriations has led to neglect. 
 
 
Mass Transit Financing 
 
Operating Expenditures.  As shown in Table 3, total operating expenditures for mass 
transit in the region approached $9.4 billion, more than twice the total for the road and 
bridge system. Of the mass transit total, just under one-quarter (24 percent) represented 
use of capital and the rest direct operating expenses. The proportion represented by the 
use of capital was lowest among the New York agencies (23 percent), somewhat higher 
among the New Jersey agencies (29 percent), and greatest at the Port Authority (30 
percent).  
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Of the total expenditures, fully 80 percent was in New York -- with the MTA 

comprising the lion’s share or nearly $6.9 billion. The City of New York also made about 
$514 million in direct expenditures, paying debt service on outstanding bonds for transit 
facilities, operating its ferry system, and subsidizing private bus operations. 
 

New Jersey agencies represented about 16 percent of the mass transit operating 
expenses. Nearly all of this was accounted for by New Jersey Transit and payments by 
the TTFA for debt service on NJ Transit projects. The Port Authority’s $413 million 
expenditures represented the remaining 4 percent. 

 

Direct Use of 
Entity Operations Capital Total

Port Authority NY/NJ $257.0 $110.0 $367.0

New York State - Subtotal 5,828.0 1,704.7 7,532.7
State of New  York - net direct 33.5 21.6 55.1

Gross 1,636.3 186.6 1,822.9
(Transfer to MTA) (-1554.8) (-165) (-1719.8)
(Transfer to localities) (-48) - (-48)

MTA 5,462.0 1,402.0 6,864.0
City of New York - net direct 211.1 302.7 513.8

Gross 478.0 302.7 780.7
(Transfer to MTA) (-266.9) - (-266.9)

County Governments - net direct 122.3 - 122.3
Gross 180.2 - 180.2
(Transfer to MTA) (-57.9) - (-57.9)

New Jersey - Subtotal 1,045.3 437.0 1,482.4
NJ State Transportation Dept. - net direct 0.0 6.9 6.9

Gross 234.9 6.9 241.7
(Transfer to NJ Transit) (-234.9) 0.0 (-234.9)

NJ Transit Corporation 1,045.1 276.1 1,321.2
Transportation Trust Fund Authority 0.0 154.0 154.0
County Government 0.2 - 0.2

Grand Total $7,130.3 $2,251.7 $9,382.0

Sources: See appendix.

Table 3
Regional Expenditures for Mass Transit, 2001

(dollars in millions)

 
 
Operating Revenues and the Deficit.   User fees, in the form of fares collected from 
riders, totaled more than $3.5 billion in the region, representing about 38 percent of the 
total mass transit expenses. (See Table 4.) This proportion ranged from 42 percent at the 
MTA to 37 percent at NJ Transit and 29 percent for the Port Authority’s PATH lines. 
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Port GRAND
Revenue NJTransit NJTTFA Subtotal MTA NYDOT NYC Counties Subtotal Authority TOTAL

User Fees $484.7 - $484.7 $2,868.6 - $54.8 $12.1 $2,935.5 $120.2 $3,540.4
Dedicated 484.7 - 484.7 2,868.6 - - 12.1 2,880.7 120.2 3,485.6
Not Dedicated - - - - - 54.8 - 54.8 - 54.8

Subsidies 530.1 47.9 578.0 1,764.9 55.1 513.9 110.1 2,444.0 - 3,022.0
General Fund 308.5 47.9 356.4 623.4 55.1 496.4 63.3 1,238.2 - 1,594.6

State 308.5 47.9 356.4 298.5 55.1 - - 353.6 - 710.0
Local - - - 324.9 - 496.4 63.3 884.6 - 884.6

Dedicated Tax 25.8 - 25.8 1,141.5 - - - 1,141.5 - 1,167.3
Grants 195.8 - 195.8 - - 17.5 46.8 64.3 - 260.1

Federal 189.6 - 189.6 - - 2.3 - 2.3 - 191.9
State - - - - - 10.6 46.8 57.4 - 57.4
Local 6.2 - 6.2 - - - - - - 6.2
Private - - - - - 4.6 - 4.6 - 4.6

Auto Cross-subsidy - 100.2 100.2 873.4 - - - 873.4 256.4 1,230.0
Tolls - - - 335.0 - - - 335.0 256.4 591.4
Dedicated fuel tax - 100.2 100.2 538.4 - - - 538.4 - 638.6

Other Revenues 69.9 6.0 75.9 334.1 - - - 334.1 19.8 429.8

TOTAL $1,084.7 $154.1 $1,238.8 $5,841.0 $55.1 $568.7 $122.2 $6,587.0 $396.4 $8,222.2

Source: See Appendix.

Table 4
Regional Revenues for Mass Transit, 2001

New Jersey New York

(dollars in millions)
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Cross-subsidies from auto users were provided to mass transit agencies in two ways. 
At the Port Authority and the MTA, tolls from bridges and tunnels exceeded the cost for 
those facilities and the agencies transferred some of the surplus to their mass transit 
operations. At the Port Authority, the cross-subsidy of $256 million comprised fully 62 
percent of the mass transit operating expenses. At the MTA, the allocated toll revenue of 
$335 million was a smaller 5 percent of the mass transit expenses. 
 

The second form of auto cross-subsidy is the dedicating of some motor fuel taxes to 
mass transit operations. In New York, the MTA received $538 million in fuel taxes 
earmarked for the agency. In New Jersey, the TTFA received $100 million in motor fuel 
tax revenue earmarked to it for the purpose of paying debt service on NJ Transit projects.       
Together the two forms of cross-subsidy represented 13 percent of total mass transit 
spending in the region, ranging from the 62 percent at the Port Authority to 13 percent at 
the MTA and just 7 percent in New Jersey. 
 

Because user fees and cross-subsidies together yield revenues equal to only about 51 
percent of the transit operating expenses, these agencies depend heavily on subsidies 
from state and local governments. These subsidies are provided either through annual 
appropriations from state funds or through the earmarking of specific tax revenues for a 
mass transit agency. In New York, earmarking takes the form of a dedicated sales tax, 
mortgage recording tax, and other business taxes not related to transportation.  (See 
appendix for details).  These sources yielded more than $1.1 billion for the MTA. In New 
Jersey earmarking occurs in the form of a dedication of a portion ($26 million) of casino 
revenues to NJTransit. Generally agencies prefer earmarking to general appropriations 
because the former revenue is more reliable and predictable, not dependent on annual 
budget cycles. However, the state legislatures can, and do, periodically change the rules 
for earmarking revenues to mass transit. 
 
 The remaining mass transit revenues come from annual appropriations by the states 
and localities. In New York, these subsidies total $1.2 billion or about 19 percent of 
operating revenues. The largest component is the City of New York’s allocation for mass 
transit; the state and county governments also provide significant sums to help support 
the MTA.24  In New Jersey a state appropriation of $356 million represented about 29 
percent of total mass transit operating revenues. New Jersey also benefited from $190 
million in federal grants providing operating support for NJ Transit.  
 
 Perhaps the most important point about mass transit revenues is that they are not 
sufficient to cover operating costs. For the entire region, these operating revenues 
amounted to only about 87 percent of total expenses including the use of capital, leaving 
an aggregate deficit of about $1.2 billion. The two agencies with the significant deficits 
are the MTA, where revenues equaled 85 percent of total expenses, and NJ Transit, 
where the figure was 82 percent. 
 

                                                             
24 The City of New York and the seven county governments are mandated by State law to support the 
MTA. 
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     How do mass transit agencies cope with deficits? There are two consequences. The 
first is that capital assets are not adequately maintained. That is, the use of capital is not 
offset with expenditures for repairs and renovations. The second is to use other resources 
intended to expand capital assets as a way to fund needed repairs and maintenance. These 
extra resources are called “contributions to capital” rather than revenues and are 
examined in the next section. 

 
 

Contributions to Capital 
 
     The region’s mass transit agencies received about $1.7 billion in contributions to 
capital. (See Table 5)  This included $902 million received by the MTA and $722 million 
by NJ Transit, the two agencies with the large deficits. The largest single source is federal 
grants for capital purposes, which were $462 million to NJ Transit and $708 million to 
the MTA. In New Jersey, the State also made capital grants to NJ Transit of $260 million. 
In New York, the MTA’s nonfederal contributions came in the form of capital grants 
from the state and local governments. The City of New York also received federal grants 
for capital projects. 
 

The use of contributions to capital to offset depreciation and ongoing replacement 
needs is evident in the recent capital commitments of the MTA, summarized in Table 6. 
In the four-year period from 2000 through 2003, annual commitments averaged about 
$3.7 billion. Commitments for new capacity represented less than 12 percent or $440 
million annually. The vast majority of capital commitments were for replacement and 
rehabilitation. Vehicle replacement averaged $997 million or 27 percent, and station 
rehabilitation $543 million or 15 percent. 
 

Contributions to capital were also made for road and bridge facilities. These 
contributions were greater than those for mass transit, totaling over $2.3 billion region-
wide. The bulk of the money, about $1.7 billion, went to the two state Transportation 
Departments and came in the form of federal grants ($1.4 billion). In addition to the 
federal grants, an important source of new capital for the road and bridge system was 
appropriations from the state governments. 
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Port GRAND
Contribution NJ Transit TTFA NJDOT Counties Subtotal MTA NYDOT NYC Counties Subtotal Authority TOTAL

Mass Transit $722.1 $5.8 - - $727.9 $902.2 $19.6 $84.7 - $1,006.5 - $1,734.4

Grants 722.1 - - - 722.1 902.2 11.8 84.7 - 998.7 - 1,728.6
Federal 461.7 - - - 461.7 707.6 11.8 74.7 - 794.1 - 1,263.6
State 260.4 - - - 260.4 118.7 - 10.0 - 128.7 - 389.1
Local - - - - - 75.9 - - - 75.9 - 75.9

Earmarked Taxes - - - - - - 7.8 - - 7.8 - 7.8
Other - 5.8 - - 5.8 - - - - - - 5.8

Roads & Bridges - $6.7 $913.3 $129.7 $1,049.7 - $809.6 $413.7 $30.1 $1,253.4 - $2,303.1

Grants - - 567.4 - 567.4 - 551.5 411.2 30.1 992.8 - 1,560.2
Federal - - 567.4 - 567.4 - 551.5 267.1 22.6 841.2 - 1,408.6
State - - - - - - - 144.2 7.5 151.7 - 151.7

State General Fund - - 345.9 - 345.9 - 258.1 - - 258.1 - 604.0
Local General Fund - - - 129.7 129.7 - - - - 0.0 - 129.7
Other - 6.7 - - 6.7 - - 2.5 - 2.5 - 9.2

Grand Total $722.1 $12.5 $913.3 $129.7 $1,777.6 $902.2 $829.2 $498.4 $30.1 $2,259.9 - $4,037.5

Sources: See Appendix.

Table 5
Contributions to Capital for Regional Transportation, 2001

New Jersey New York

(dollars in millions)
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Table 6
New York MTA Capital Commitments, 2000-2003

(dollars in millions)
Purpose 2000 2001 2002 2003 Annual average

Total $2,409.4 $3,230.6 $5,499.5 $3,749.1 $3,722.2

Network expansion $10.4 $540.3 $342.5 $868.4 $440.4
-East side access $9.6 $250.0 $275.3 $688.2 $305.8
-2nd Avenue subway $0.8 $268.1 $7.6 $3.3 $70.0
-LaGuardia Airport Access $0.0 $0.0 $0.0 $70.0 $17.5

-Other* $0.0 $22.3 $59.7 $106.9 $47.2

Vehicle replacement $312.3 $1,070.4 $2,384.0 $221.8 $997.1

-New subway cars $2.6 $708.0 $1,144.9 $130.3 $496.5
-Commuter RR rolling stock $157.7 $232.6 $1,061.1 $35.2 $371.7
-Buses $152.0 $129.8 $178.0 $56.3 $129.0

Other rehabilitation & 
renovation projects $2,086.7 $1,619.9 $2,611.2 $2,067.5 $2,096.3

-Passenger stations $544.3 $374.0 $932.7 $319.1 $542.5
-Tracks and structures $303.7 $279.3 $301.6 $245.8 $282.6
-Signal/communications $430.5 $137.5 $396.3 $419.3 $345.9
-Line equipment $150.2 $59.7 $180.3 $87.1 $119.3
-Line structures $113.0 $424.5 $229.5 $118.5 $221.4
-Shops/Yards $68.6 $145.5 $301.7 $142.7 $164.6
-All other categories $476.4 $199.4 $269.1 $735.0 $420.0

WTC Recovery $0.0 $0.0 $161.6 $591.2 $188.2

*Includes plans for Metro-North access to Penn Station, lower Manhattan access, and #7 line extension.
Source: Metropolitan Transit Authority Capital Program 2000-2004, July 2003
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GUIDELINES FOR DESIGNING A BETTER SYSTEM 
 

The transportation system described above will not meet the region’s needs in the 21st 
century. It is the result of numerous independent decisions, many of which were made 20 
to 100 years ago. It does not have sufficient financial resources to maintain, improve and 
expand needed facilities, and its fragmented fiscal policies prevent comprehensive 
planning and rational priority setting. 
 

A new system, designed to better finance and manage the existing facilities and to 
make timely investments to enhance capacity, should be created. Six guidelines should 
direct such an effort. 
  

1. The governors of New York and New Jersey should create an entity with authority 
to set and enforce regional transportation policies and priorities. 

 
Transportation is a regionally oriented service. Its effective provision requires 

regionally consistent policies with respect to financing of the auto and mass transit 
components and with respect to priorities for investments in system expansion and 
enhancement. 

 
In a bi-state region, this is especially difficult to accomplish. Two states and multiple 

authorities and local jurisdictions within these states must coordinate their activities. This 
can happen only if the governors of the two states exercise leadership and use their 
authority and ability to inform public opinion. The need is not for a mammoth new 
transportation agency; instead the existing entities should be given support in 
coordinating their investments and activities and guidance in following common 
financing policies. 
 

The governors should create, with legislative authorization, a Regional Transportation 
Policy Board. The Board’s members would establish a set of financing policies consistent 
with the guidelines presented below. They also would set priorities for new capital 
investments.  
 

The Board should have authority to enforce its policies and priorities. This power can 
be exercised through required review of the annual operating and capital budgets of the 
transportation agencies to determine if the financial plans are consistent with the 
recommended guidelines. It would coordinate the revenue plans of each agency to 
facilitate the cross-subsidization of mass transit by auto user fees and coordinate the user 
fee (toll and fuel tax) policies of the two states and multiple local entities. The Board 
would not operate any transportation services, but it would have sufficient staff to 
analyze the financial plans and to propose (and impose, if necessary) alternatives that 
were consistent with the policies.  
 

As part of its review of agency operating budgets, the Board should set goals for 
productivity improvements. Agencies’ operating expenditures should be subject to 
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scrutiny for inefficiencies. Unit costs such as expense per vehicle mile in mass transit 
should be reported and monitored with standards set based on comparisons with other 
systems and goals established for annual reductions in constant dollar unit costs. 
 

The new Board would also act on behalf of the governors to coordinate the capital 
plans of the multiple agencies. The two separate MPOs with federal transportation 
planning authority should be made accountable to the Board. Their expertise would be 
applied to make recommendations to the Board for the use of federal funds. The Board 
would establish priorities for capital investments using federal funds and local sources 
including borrowing in public credit markets. It would monitor the aggregate level of 
debt issued for these investments to ensure that combined debt burdens among the 
agencies met criteria of affordability.   
 

Through its review process, the Board would also impose standards of transparency 
and consistency on the multiple transportation agencies. It would require publicly 
disclosed, multi-year financial plans and establish consistent rules, assumptions and 
formats for these documents. Particularly important is the setting of standards for the 
inclusion of the costs of capital in financial plans, with clear guidelines for how 
depreciation or its equivalent is to be measured. The concept of depreciation should be 
updated, along the lines suggested by new rules promulgated by the Governmental 
Accounting Standards Board.25 These rules permit agencies with infrastructure assets to 
establish standards for the maintenance of these assets, estimate the cost of these 
maintenance standards, and use these costs in place of depreciation. All major 
transportation facilities should have such maintenance standards, and they should be used 
as a basis for calculating the expenditures required to offset the use of capital.    
      

2. The region’s transportation entities should have sufficient resources to meet all 
necessary operating expenses. 

 
The operating deficits that now characterize the major mass transit agencies should be 

eliminated. The operating revenues of these agencies should be sufficient to cover all 
reasonable expenditures, including the non-cash expenditures represented by use of 
capital. As a consequence, neglect of physical assets would no longer be necessary or 
acceptable. 

 
Balancing these budgets will require identifying new revenue sources. The next two 

guidelines indicate how the needed funding should be raised.  
 
3. Motor vehicle user fees should be dedicated to transportation agencies for two 

purposes: (a) to meet fully the operating costs of roads and bridges, and (b) to 
provide a cross-subsidy to mass transit of one-quarter of mass transit costs.  

 
As discussed earlier, principles of public finance suggest that auto user charges 

(defined to include fuel taxes as well as tolls and license and registration fees) should be 
high enough both to cover the cost of highway operations and to offset the negative 
                                                             
25 See note 20 for reference to Statement 34 of the Governmental Accounting Standards Board. 
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externalities generated by auto use. Moreover, the data presented in Table 2 indicate that 
current user fees imposed on motorists already exceed the cost of operations. What is 
missing is the dedication of these revenues to the road and bridge agencies. These 
revenues should be earmarked for the appropriate transportation agencies, and these 
agencies should have authority to set the fees at levels that generate sufficient sums to 
cover costs and cross-subsidize mass transit. 

 
While it is clear that auto user fees should significantly exceed the cost of the 

highway system in order to compensate for negative externalities, it is not clear-cut that 
the excess revenues should be dedicated to mass transit. They could be general fund 
revenues, and the entire mass transit subsidy could come from annual general fund 
appropriations. The case for the cross-subsidy is threefold: 
 (1) Linking the size of the premium above costs that motorists pay to mass transit 
financing needs provides a relatively objective basis for setting this premium. The 
concept of a negative externality and the amount needed to pay for it is imprecise, and the 
recommended approach gives it an operational definition. 
 (2) Dedicating these revenues to transportation purposes provides a more predictable and 
certain revenue base for these services than does relying more heavily on general fund 
appropriations. 
 (3) Motorists are likely to find it more acceptable politically to have the premium they 
pay be dedicated to alternative transportation services (thereby, in effect, making their 
ride less congested) than to have the funds support a variety of public services including 
less popular purposes such as welfare and prisons.    
 

4. Mass transit riders should pay a fare sufficient to cover one-half the transit 
agencies’ operating costs.  

 
There is a strong case for subsidizing mass transit. It makes the regional economy 

more efficient, providing benefits to employers, retailers and others who may never use 
the system themselves. And it provides these benefits without the negative externalities in 
the form of pollution that characterize alternative modes of transportation. 

 
Less clear-cut is how large the subsidy should be, and what share of the costs should 

be borne by users. The recommendation that user fees cover 50 percent of costs is 
necessarily somewhat arbitrary, but it is rooted in historical and comparative experiences. 
The major historical lesson is that there are strong political pressures to set mass transit 
rider fees too low, leading to congested facilities and under-funding of needed 
maintenance. 
 

The comparative data is summarized in Table 7. It shows the “farebox ratio,” or share 
of costs covered by fares, in the largest systems in the United States in 2001. The data for 
the separate lines of the MTA in New York are estimated based on the fare increases 
enacted in 2003 and the resulting revenues and expenses as they are projected by the 
MTA for 2004, when the new fares will have been in effect all year. Similarly, the ratio 
for NJ Transit is estimated based on projected results for 2003, when fare increases 
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adopted in 2002 will be in effect for the full year. For the other systems, the 2001 data are 
the latest available from national sources. 
 

The recent fare increases in New York have brought the MTA’s farebox ratio close to 
50 percent. It is projected at about 45 percent system-wide, with the figure for the subway 
and bus lines at 48 percent and the commuter lines and Staten Island service considerably 
lower. The NJ Transit ratio is 37 percent. The major system in the United States with a 
higher ratio is the BART in San Francisco, with a 51 percent ratio. However, all other 
systems combined have an average of 28 percent. In this instance, New York and San 
Francisco are best viewed as moving in the right direction, with other systems suffering 
from the political pressures to keep fares too low. The 50 percent target would require a 
modest increase in New York and would put the system on a sounder financial and 
managerial footing.            
 

Transit System Expenses Ratio

Metropolitan Transportation Authority (MTA)*
New York City Transit $5,569.1 48.3%
Long Island Railroad 1,270.6 34.4%
Metro-North Commuter Railroad Co. 1,004.7 40.6%
Metropolitan Suburban Bus Authority 103.1 36.5%
Staten Island Rapid Transit 36.4 12.9%

New Jersey Transit Corporation* 1,462.6 37.4%

Other Systems
San Francisco Bay Area Rapid Transit District 414.0 51.4%
Southeastern Pennsylvania Transportation Authority 783.2 37.3%
Northeast Illinois Regional Commuter Railroad Corporation 569.0 33.3%
Washington (D.C.) Metropolitan Area Transit Authority 1,148.3 32.6%
Chicago Transit Authority 1,178.2 31.8%
Metro Transit of Minneapolis 222.2 29.2%
Massachusetts Bay Transportation Authority 1,190.5 24.7%
San Francisco Municipal Railway 475.2 21.7%
Miami-Dade Transit 332.8 19.7%
Los Angeles County Metropolitan Transportation Authority 1,054.4 19.7%
King County Department of Transportation 396.3 19.6%
Metropolitan Atlanta Rapid Transit Authority 524.8 19.3%
Maryland Transit Administration 393.5 17.9%

Weighted Average Excluding MTA, New Jersey Transit $8,682.5 28.0%

Table 7
Mass Transit Farebox Recovery Ratios in Large U.S. Systems, Fiscal Year 2001*

(dollars in millions)

______
Sources: Federal Transit Administration, Fiscal 2001 National Transit Database; Metropolitan 
Transportation Authority, "Farebox Recovery and Farebox Operating Ratios, 2004 Preliminary 
Budget," (MTA, personal e-mail, 8/28/03).  New Jersey Division of the Budget, "Department of 
Transportation, State Budget for Fiscal Year 2004," pp D-427-428 (NJDOB).

Notes: *Ratios for the MTA & MTA lines are year 2004 projected, with full effect of 2003 fare 
increase.  Ratio for NJ Transit is 2003 budgeted, representing full effect of 2002 fare increase.
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The combination of fares covering one-half of costs and a cross-subsidy from auto 

users covering one-quarter of costs would leave another one-quarter of mass transit 
operating costs to be financed with general fund subsidies. Although the recommendation 
to divide the mass transit subsidy evenly between general fund appropriations and an auto 
cross-subsidy is also inherently arbitrary to a degree and subject to debate, it is generally 
consistent with economic logic and is easily understood by the public. 

 
 Table 8 summarizes the implications of following the financing policies 

recommended above. It shows how the spending and revenues sources for the 
transportation system would change if the recommended policies were pursued, holding 
other factors constant.26 

 

Amount Percent Amount Percent Amount Percent Amount Percent

Total Expenses $4,099.4 100% $9,382.0 100% $4,099.4 100% $9,382.0 100%

Total Operating $5,065.0 124% $8,167.4 87% $6,445.4 157% $9,382.0 100%
Revenues

Dedicated User Fees 3,284.9 80% 3,485.6 37% 6,091.4 149% 4,261.2 45%
(Less Transfer) (591.4) -14% (2,346.0) 57%
Net User Fees 2,693.5 66% 3,745.4 91%

Subsidies 1,663.4 41% 3,022.0 32% 237.9 6% 2,346.0 25%
General Fund State 670.9 16% 710.0 8% 0.0 0% 34.0 0%
General Fund Local 735.0 18% 884.6 9% 0.0 0% 884.6 9%
Dedicated Taxes 19.6 1% 1,167.3 12% 0.0 0% 1,167.3 12%
Intergov. Grants 237.9 6% 260.1 3% 237.9 6% 260.1 3%

Auto Cross-Subsidy 0.0 0% 1,230.0 13% 0.0 0% 2,346.0 25%

Other 116.1 3% 429.8 5% 116.1 3% 429.8 5%

Sources: See appendix.

Roads & Bridges Mass Transit Mass TransitRoads & Bridges

Table 8

Current Policy Recommended Policy

Comparison of Current and Recommended Policies
(dollars in millions)

 
 
For roads and bridges, spending would remain at current policy levels, but the 

financing would shift more heavily to dedicated user fees. These charges would be set to 
meet all current expenditures (less the modest sums from grants and “other” sources), and 
general fund subsidies would be eliminated. In addition, the dedicated user fees would be 
set to yield the increased cross-subsidy for mass transit. The total necessary increase in 
dedicated user fees would be about $2.8 billion, or about an 85 percent increase over 

                                                             
26 The calculations for the table assume that current intergovernmental grants and current “other revenues” 
would remain available. Hence the recommended financing proportions for user fees and the auto cross-
subsidy are applied to total expenditures minus these other revenue sources.  
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current levels. However, it should be emphasized that this would not be an 85 percent 
increase in the actual charges paid by motorists. Currently, auto user fees total $5.7 
billion (refer to Table 2), just $400 million below the needed amount. The new policy 
would require about a 12 percent increase in auto user fees, but also would require that 
such fees now not dedicated to transportation be dedicated to transportation. 
 

Creating one regional policy for all user fees for motorists would have additional 
benefits. Inconsistencies in pricing policy could be eliminated. For example, fuel taxes 
(both wholesale and retail) in New Jersey now equal 14.5 cents per gallon, while in New 
York the figure is 22 cents.27 

 
 The strategy could also adapt new technologies to implement pricing policies that 

reduce auto congestion. Residents of the region already have seen some of the potential 
of technology in the common use of the E-Z Pass to pay tolls electronically at bridges and 
tunnels operated by the MTA, the Port Authority and the New Jersey toll road authorities. 
But the future of user fee collection for autos may be less focused on bridge and tunnel 
tolls and more on fees for bringing autos into the most congested areas. Recently, much 
attention has focused on a system of congestion pricing implemented in London in early 
2003. Motorists who enter a central zone between 7:00 am and 6:30 pm must register and 
pay a fee in advance via the phone, internet or other pay points. A network of 700 
cameras at entry points reads the vehicles’ license plates and imposes stiff fines on any 
unregistered vehicles. Early evaluations indicate the new approach has both reduced the 
number of autos entering central London (and increased mass transit use) and provided 
new revenues.28 A regional approach in New York could apply a similar strategy to 
reduce traffic flowing into the Manhattan central business district. Rather than trying to 
design toll booths for the now “free” East River bridges, a new system could replace all 
toll booths with a system like London’s that charges for bringing an auto into the central 
district regardless of which entry route was used.  In this way, new pricing policies and 
technology could reduce congestion as well as raise the necessary revenue. A recent 
analysis suggests that a London-like system in New York would reduce rush hour vehicle 
trips to Manhattan by 13 percent and increase revenues by about $730 million annually. 29  
 

For mass transit, revenues would be increased about $1.2 billion or 15 percent in 
order to meet all expenditures including use of capital. The new money would come from 
two sources. First, the cross-subsidy from auto users would increase from $1.2 billion to 
$2.3 billion. Again, this would represent the dedication of existing user charges to mass 
transit as well as the increased auto user fees. Second, fares would be increased to 
represent nearly half (45 percent due to the other available revenues) the total 
expenditures. However, remember that the “current” 37 percent shown in Table 8 reflects 
the situation in 2001, before the latest round of fare increases at the MTA and NJ Transit. 
The necessary future fare increases would be significantly less than the 25 percent 
                                                             
27 State of New York, Department of Transportation <www.dot.state.ny.us>; State of New Jersey, 
Department of Transportation <www.state.nj.us/transportation>. 
28 Tri-State Transportation Committee, “Inside London’s Success with Congestion Pricing,” weekly 
bulletin of April 28, 2003. 
29 Jeffrey Zupan and Alexis Perrotta, “An Exploration of Motor Vehicle Congestion Pricing in New York, “ 
Regional Plan Association, November, 2003. 
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suggested by the data in Table 8, because the recent fare increases approached this 
magnitude. 

 
The reliance on general fund subsidies for mass transit could be reduced by about 

$675 million from $3.0 billion to $2.3 billion. In the scenario in Table 8, it is assumed 
that the dedicated taxes now subsidizing mass transit would remain in place and a 
“maintenance of effort” requirement would be placed on localities for their subsidies. The 
subsidy savings would occur at the state level, in recognition of their loss of fuel tax and 
other auto user charges not now dedicated to transportation. Overall, mass transit 
revenues would be larger and more self-sufficient with less reliance on politically 
sensitive annual appropriations. 
 

5. New capital for improvements and expansions should be generated by (a) 
borrowing to be repaid in the same manner as identified above for meeting 
current operating expenses, and (b) ensuring that contributions to capital from 
third parties are used for this purpose. 

 
To keep the New York economy competitive and growing, its transportation system 

needs not only to be well maintained, it must be improved and expanded. This requires 
planning to determine rationally the most effective enhancements, and it requires money 
to finance them. 

 
Part of the reason there have been few enhancements to the system in recent decades 

is the history of operating deficits and the use of contributions to capital to pay for the 
replacement of current assets rather than the creation of new ones. If the previously 
recommended revenue guidelines were followed, then contributions to capital would be 
available for creation of new capital. As was shown in Table 5, the region currently 
receives $4.0 billion annually in contributions to capital for transportation purposes. Of 
this total about $2.7 billion are federal grants, with $1.3 billion for mass transit and $1.4 
billion for roads and bridges.30 The two state governments also make significant 
contributions to capital, while local governments play a more limited role. 
 

Following a policy of actually using contributions to capital for new projects would 
go a long way toward helping the region secure the transportation enhancements it needs. 
However, given the large and ambitious agenda of potential new projects, careful analysis 
may reveal that further investments should be made. To the extent this is the case, the 
new fund should be raised by borrowing and repaying the bonds with operating revenues 
raised in the same manner as recommended above. 
 

What are the implications of financing a major new capital program in this way? A 
reasonable assumption is that for each $1 billion of new investment about one-third can 
be paid with federal grants, leaving a $667 million to be financed with borrowing. 
Assuming a repayment period of 30 years and an interest rate of 5.1 percent, the annual 
revenues needed for the debt repayment would be $42 million. For a highway project, 

                                                             
30 Some federal grants may be categorically restricted to rehabilitation projects. To the extent there are 
federal limitations, exceptions to the policy would be appropriate. 
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this money would have to be raised from added auto user charges. The sum represents 
about 1.5 percent of the auto user charges needed to pay for current operating expenses 
(refer to Table 8); that is, each billion dollars of investment in highways would require an 
increase of 1.5 percent in the dedicated user charges imposed on motorists. 
 

For a mass transit project, the $42 million in annual debt repayment would require an 
increase in the states’ subsidy of $10.5 million, an increase in the cross subsidy from 
motorists of $10.5 million and an increase in fare revenues of $21 million. The sum for 
the cross subsidy represents an 0.4 percent increase in the auto user fees requires under 
the recommended policy for covering current operating expenses; the increase in fare 
revenues is a 0.5 percent increase from the level recommended for covering current 
operating expenses. 

 
The illustrative calculations for a $1 billion transit investment can be extrapolated to 

estimate the initial fiscal implications of a much larger capital program. A program of 
$50 billion would lead to an increase in the needed subsidy from the states of $525 
million, would require an increase in auto user fees subsidizing mass transit of 24 
percent, and would require an increase in fare revenues of 25 percent. Having clear 
policies for how new capital will be financed would make it possible for planners to take 
into consideration the fiscal implications when making decisions about how much to 
invest and which projects to undertake. 
 

Of course, the calculations for covering the cost of repaying debt are only the 
beginning of the fiscal analysis needed to assess proposed new projects. The new projects 
presumably would generate added use and new riders, thereby reducing the increase in 
fare levels needed to generate the higher total fare revenues. However, the project also 
will increase operating costs, and this will add to the future fiscal burden. With guidance 
from the previously recommended Regional Transportation Finance Policy Board, the 
transportation agencies should develop the capacity for planning new projects and should 
inform the public about the fiscal implications, such as the fare and auto user fee 
increases that would necessarily accompany the new investments. 
 

The guideline for financing capital improvements is not intended to discourage 
transportation agencies from pursuing innovative sources of investment funding. For 
example, tax increment financing (TIF) has been used for some projects in other 
jurisdictions and may be an appropriate way to fund transportation improvements.31 
Many transportation projects generate increases in economic activity, thereby adding to 
real estate values, payrolls and retails sales. This new economic activity, in turn, 
generates new tax revenues for state and local governments. To the extent the increment 
in tax revenues attributable to the project can be identified, these funds can be earmarked 
to repay the bonds financing the project. Consideration of the feasibility of a TIF strategy 
for selected projects should be within the scope of the recommended guideline. 

 

                                                             
31 Craig L. Johnson and Joyce Y. Man, eds., Tax Increment Financing and Economic Development; Uses, 
Structures, and Impacts (Albany: State University of New York Press, 2001). 
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6. The existing backlog in maintenance and repairs caused by a history of under-
funding and neglect should be eliminated at an accelerated pace and be financed 
by general fund appropriations. 

 
Enthusiasm for new projects should not displace a concern for maintaining existing 

facilities as the first priority. Despite recent efforts, a long prior period of neglect has left 
much of the region’s transportation infrastructure in poor condition. Plans have been 
developed by the MTA and NJ Transit for restoring the systems to a state of good repair, 
and the City of New York is making progress in getting its major bridges into a 
satisfactory condition. But the pace of these plans ought to be accelerated. Current target 
dates for achieving a state of good repair extend as far as 20 years into the future. An 
effort should be made to achieve a state of good repair for transportation facilities within 
the next ten years. Exceptions may be necessary to avoid disruptions due to multiple 
simultaneous projects affecting traffic patterns, but more attention and resources should 
be given to accelerated progress.  
    

The plans and financial reports prepared by the current transportation agencies 
generally do not distinguish between capital needs resulting from the ongoing use of 
capital and those resulting from prior neglect. Thus, the price tag for eliminating the 
backlog in needed repairs and renovations is unknown, and preparing such estimates 
should be a priority task of the planners at the region’s transportation agencies. However, 
some indication of the magnitude of the task is found in earlier studies, notably the City 
Comptroller’s report in 1998. With respect to highways, the Comptroller estimated that 
about $12.2 billion was needed over the 10-year span from 1998 to 2007, but only $8.1 
billion had been allocated by the City, leaving a gap of more than $4 billion. 
 

The multi-billion dollar cost of overcoming past mistakes and achieving a state of 
good repair should not be a responsibility of current users of the system. They pay a price 
in the form of neglected facilities; they should not also pay a price in the form of higher 
user charges. Rather, the cost of an accelerated program to eliminate the backlog of 
needed replacements and renovations should be borne by the broader public through state 
general fund subsidies. State leaders should take responsibility for dealing with their 
predecessors’ bad judgment, and exercise leadership in raising the funds for restoring 
transportation infrastructure to a state of good repair. 
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CONCLUSION 
 

Following the guidelines presented in this report will result in fundamental changes in 
the region’s transportation services. The common themes of these changes are: 

1. The entire complex of facilities should be planned for in a comprehensive way. 
To work most effectively, transportation services should be planned and financed 
on a region-wide basis and in an inter-modal fashion integrating auto and mass 
transit pathways. 

2. Reliable and rational revenue streams should provide adequate operating support. 
Less reliance should be placed on annually appropriated subsidies and more on 
user charges. 

3. Greater priority should be given to providing the system with adequate capital 
resources. As capital is consumed in the annual production of services, it should 
be replaced. Additional funds should be provided for improvements and 
expansions that meet the criteria of careful analysis and fiscal viability. 

 
Some of the consequences of these policies will not be popular in all quarters. Some 

legislators may not wish to lessen the control that annual appropriations bestow upon 
them, nor to permit greater autonomy for transportation funding. Motorists and 
straphangers may resist paying more for the services they consume and desire. 

 
But enlightened leadership at the highest level in New York and New Jersey should 

be willing to take on the necessary educational campaign. A healthy metropolitan 
economy, that provides jobs and incomes to the millions of current and potential 
transportation users, requires better policies than the states now have. A campaign for 
new transportation financing policies is timely and necessary, if the regional economy is 
to thrive in rest of this century. 
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Appendix  
Data Sources and Estimation Methods 

 
1. State of New York  
 
 
Sources. The data for NYS relied on Fiscal Year 01-02 budget documents available from the New York 
State’s Division of the Budget (DOB) web site. The Governor’s Article VII budget bills provided the 
detailed budget lines needed to properly allocate spending to transit and roads, and for transit spending, to 
allocate appropriations between the downstate and upstate regions. Appropriations will differ from actual 
expenditures for SFY 01-02 as reported by the Office of the State Comptroller (OSC). But the OSC does 
not present the audited final figures in the same detailed line item format as found in the Article VII bills.  
 
The appropriations bill for the Departments of Transportation and Motor Vehicles is found at:  NYS 
Division of the Budget, “Article VII Bills, Transportation and Economic Development Budget, S. 9093-A. 
1303, in Senate-Assembly, Jan. 17, 2001.” In NY DOB, Governor’s 2001-2002 Executive Budget (Albany: 
NYDOB, Jan. 2001), <http://www.budget.state.ny.us/archive/fy0102archive/0102appropbills/te.pdf> (Jan 
13, 2003). Based on information provided by Division of Budget, $608.1 million of appropriations 
classified as capital expenditures and funded with dedicated motor fuel taxes was counted as operating 
expenses, since this is the actual use.  
 
Revenue collections are from “Appendix II. Explanation of Receipt Estimates.”  In NY DOB, Governor’s 
2003-2004 Executive Budget (Albany: NYDOB, Jan. 2003),  
<http://www.budget.state.ny.us/pubs/executive/executive.html#app2> (Jan 22, 2003). Debt service is taken 
from Office of the State Comptroller, “Schedule 16” in Comptroller's Annual Report to the Legislature on 
State Funds Cash Basis of Accounting Fiscal Year Ended March 31, 2002. (Albany: Office of the State 
Comptroller, 2002). 
 
Estimates. Unlike appropriations for mass transit, Article VII bills do not show appropriations for roads 
and bridges by region.  The downstate share of road appropriations  was estimated based on the formula that 
the state uses to allocate the CHIPs program – a combination of highway miles and vehicle registrations 
that the downstate region comprises of the statewide total. The figure shown was based on registrations and 
mileage data from the Department of Motor Vehicle web site, and highway miles from the NYS DOT web 
site. The downstate percentage came to 37 percent.  
 
2.  New York State Counties  
 
Sources. The downstate region is defined as the MTA region: New York City and the seven surrounding 
counties (Dutchess, Nassau, Orange, Putnam, Rockland, Suffolk and Westchester). The data consist of 
published and unpublished materials from the annual publication “Special Report on Municipal Affairs for 
Fiscal Years ending in 2001,” New York State Comptroller, Division of Municipal Affairs. Some report 
data for 2001 are on the OSC web page, but most are from unpublished data files. Unpublished county data 
were provided by the State Comptroller, Division of Local Services and Economic Development Business 
Systems. All data are for fiscal year ending in 2001 (which varies with the jurisdiction). The published data 
for 2001 for counties is available at, 
<http://www.osc.state.ny.us/localgov/muni/specrep/2000/specrep.htm> (August 29, 2003). 
 
Estimates. Debt service on transportation related bonds is not available from the Special Report, even in 
unpublished data. Debt service is reported as one figure, and not by function. Transportation debt service 
was estimated in the following two step procedure.  County transportation capital outlays are available 
from the published data. Total debt service and total capital outlays were also available for each county. 
Transportation debt service for each county was estimated based on the transportation share of capital 
outlays as follows: 
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Step 1. County transportation debt service in 2001= (County transportation capital outlays in 2001/Total 
county capital outlays in 2001) * Total county debt service in 2001; 
 
Step 2. To obtain debt service for mass transit and roads, the transportation debt service obtained in Step 1 
is prorated by the share of operating expenditures that transit and roads makes up of total transportation 
spending, available from the unpublished data files. 
 
3. New York State Thruway Authority 
 
Sources. Data are from the annual report and audited financial statements of the Authority for the year 
ended in 2001. The source for the audit is New York State Thruway Authority,  Independent Auditors’ 
Report and General Purpose Financial Statements of the New York State Thruway Authority  (the 
Authority) as of and for the year ended December 31, 2001 (Albany: KPMG LLP & NYS Thruway 
Authority, February 2002), <http://www.thruway.state.ny.us/about/annual-report/2001-annual-report.html> 
(December 9, 2002). For the annual report, the source is New York State Thruway Authority, 2001 Annual 
Report. (Albany: NYS Thruway Authority, April 2002), <http://www.thruway.state.ny.us/about/annual-
report/2001-annual-report.html> (December 9, 2002). 
 
 
Estimates. Operating revenue from Thruway tolls comes from three different sources: interchange, bridge, 
and barrier facilities. The 2001 Annual Report does not provide interchange revenue by individual 
interchange. Bridge and barrier revenue are available by individual facility. 
 
Bridge and barrier revenue collections were allocated to the downstate region based on the location of the 
bridge or barrier.  To estimate interchange revenue attributable to the downstate region, the following 
method was used. Traffic volume by detailed interchange and type of traffic is available on page 25 of the 
2001 Annual Report. “Exit traffic” from the Woodbury, Harriman, Newburgh, New Paltz, and Kingston 
interchanges was used as a proxy for the downstate region’s share of interchange revenue. These downstate 
interchanges comprised 17.7 percent of passenger traffic, 10.5 percent of permit traffic, and 18.7 percent of 
commercial traffic. These percentages were used to estimate the downstate share of total passenger, permit 
and commercial revenue. 
 
Computed in this way, the downstate share of interchange, bridge, and barrier revenue was 41.2 percent. 
This percentage was then used to allocate other revenue sources not specific to regions or not presented by 
region in the 2001 Annual Report (including interest income, income from restaurants and gas stations, 
hauling permits, and miscellaneous revenue.)  This percentage was also used to allocate a share of total 
operating expenses and “use of capital” to the downstate region. 
 
4. City of New York  
 
Sources:   Data are from City of New York Fiscal 2001 and 2002 budget documents. Sources include: City 
of New York, Office of the Comptroller, “Part II-E-General Fund-Schedule G3 Revenues vs. Budget by 
Agency,” contained in the  Comprehensive Annual Financial Report of the Comptroller for the Fiscal Year 
Ended June 30, 2001 (NYC: Office of the Comptroller, 2001). Another source for revenue data was City of 
New York, Office of Management and Budget “February 2002 Revenue Budget,” contained in the 
February 2002 Financial Plan Fiscal 2002-2006 (NYC: NYC Office of Management and Budget, Feb. 
2002).   
 
Expenditures are from City of New York, Office of the Comptroller, “Part II-E-General Fund-Schedule G5 
Expenditures and Transfers by Unit of Appropriation within Agency, "  contained in the  Comprehensive 
Annual Financial Report of the Comptroller for the Fiscal Year Ended June 30, 2001 (NYC: Office of the 
Comptroller, 2001). The Comptroller’s report was supplemented with budget information from the NYC 
Office of Management and Budget (OMB). This included City of New York, Office of Management and 
Budget “Supporting Schedules Volume V. Dept. Nos. 841-945/Revenue,” contained in the  Executive 
Budget Fiscal Year 2002 (NYC: NYC Office of Management and Budget, 2001).  
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For debt service spending, the source is City of New York, Office of Management and Budget “Debt 
Service Statement II – Funded Debt Outstanding and to be Issued and Debt Service Payable to the holders 
thereof during Fiscal 2001 by Purpose for Which Issued and Classified as Amount Exempt and Not Exempt 
from the Constitutional Debt Limit,” contained in the Adopted Budget Fiscal Year 2001 (NYC: Office of 
Management and Budget, 2001). 
 
Estimates: The City Comptroller’s Annual Report is the major source for revenue data. However, for some 
transportation- related revenue sources, more detail is available from the OMB Revenue Budget, even 
though this document does not report these sources as final, audited figures, only as estimates for the 
current year or upcoming years. Estimates were made for selected detailed sources based on their 
percentage shares in the Revenue Budget. 
 
Expenditures for personal service were adjusted to reflect fringe benefits, which are not shown in the 
agency spending line items. Fringes were estimated at 34 percent of base costs based on the City’s 
Executive Budget for Fiscal 2002. Transit police costs are not included in the expenditure totals as most 
transit police activity does not relate to enforcement of violations of transportation laws (fare evasion) but 
rather crime prevention. However, police department traffic enforcement costs are included, as are the costs 
of revenue collection for parking meters and other transportation revenues.  
 
5. Metropolitan Transportation Authority 
 
Sources: The major source for is Metropolitan Transportation Authority, Comprehensive Annual Financial 
Report for the Year Ended December 31, 2001 (NYC: MTA, 2002). These data were supplemented by 
additional figures on capital contributions from MTA staff. 
 
Estimates.   Because the MTA audit does not identify state subsidies and grants in detail, the audit data 
was supplemented with data from the state budget documents referred to above. Because state budget data 
are from appropriations bills, and are on a state fiscal year basis, they will not conform to the MTA figures 
for state aid, which are actual revenue received on a calendar year basis.  
 
6. The Port Authority of NY & NJ 
 
Sources. The data are from the audited financial statements of the Authority:  Port Authority of NY-NJ, 
The Port Authority of New York & New Jersey Combined Financial Statements, December 31, 2001, 
<http://www.panynj.gov/annualreport/financial2001.pdf> (December 8, 2002). 
 
Estimates. The Port Authority financial statements present data by segment.  The Interstate Transportation  
Network (ITN) segment is found on “Schedule E – Information on Port Authority Operations.”  Note K 
provides detail on the contributions to capital breakout in  "Note K – Information on Port Authority 
Operations By Operating Segment," Financial Statements and Appended Notes, Year 2001, p. 36. 
 
These tables present revenues and expenses by each ITN facility ( ie., GW Bridge, Holland Tunnel, 
PATH).  Depreciation (and amortization) is allocated to each such facility in Schedule E. However, interest 
payments on long term debt are grouped with interest and other financial (non-operating) income including 
investment income, increase in market value of investments, and contributions to capital. These items were 
allocated to each type of facility based on unpublished data provided by the Chief Financial Officer of the 
Port Authority of NY & NJ. 
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7. State of New Jersey 
 
Sources. The sources for state transportation are from the New Jersey Division of the Budget’s Fiscal Year 
2002-2003 budget documents, which contain final expenditures and revenues for fiscal 2001. All budget 
documents are available on their web site. For statewide tax revenues, the source is New Jersey Division of 
the Budget, “Schedule 1 State Revenues.”  In Summary of Revenues, Expenditures and Fund Balances, NJ 
State Budget FY 2002-2003 (Trenton: NJ Division of the Budget, 2002),  
<http://www.state.nj.us/treasury/omb/publications/03budget/pdf/revexp.pdf> (June 24, 2003). Department 
of Transportation revenue, federal aid, casino revenue, and transportation trust fund revenue are found in 
“Schedule 2 Other Revenues” of the same document. Debt Service is from New Jersey DOB, “Budget 
Recommendations-Debt Service,” NJ State Budget FY 2002-2003 (Trenton: NJ Division of the Budget, 
2002), <http://www.state.nj.us/treasury/omb/publications/03budget/pdf/esection.pdf> (June 3, 2003). The 
transportation budget is found in “Budget Recommendations-Department and Branch Recommendations-
Transportation,” NJ State Budget FY 2002-2003 (Trenton: NJ Division of the Budget, 2002), 
<http://www.state.nj.us/treasury/omb/publications/03budget/pdf/esection.pdf> (June 3, 2003). 
 
Estimates. Debt service is available by bond issue. Descriptions of bond issues provided in the budget 
were used as a basis for determining whether the bond was for transit or roads. Often, issues were for both 
purposes. Major fuel tax collections exceeded the amounts appropriated to the Transportation Trust Fund. 
The remaining collections were divided into two portions: 1) money held in reserve for transportation 
because the appropriation to the TTFA is below the statutorily set dedicated amount, and 2) the rest of the 
collections over and above the statutory amount. 
 
8.  New Jersey Transportation Trust Fund Authority 
 
Sources. The basic data source is New Jersey Transportation Trust Fund Authority, Appendix II. “Audited 
Financial Statements as of June 30, 2001 of the New Jersey Transportation Trust Fund Authority,” 
Preliminary Official Statement Dated December 3, 2001. $2,010,000,000 New Jersey Transportation Trust 
Fund Authority. Transportation System Bonds. $680,000,000 2001 Series B & $1,330,000,000 
Transportation System Bonds Series C, (The Depository Trust Company, December 1, 2001). 
 
 
Estimates. The financial statements of the Authority do not segment its expenditures and revenues into 
transit and road improvements. The Authority is pledged revenues from several dedicated taxes to both 
fund debt service and transportation improvements, and these revenue sources are not separated. 
(According to Office of Legislative Services, Office of the State Auditor, Department of Transportation 
New Jersey Transportation Trust Fund Authority Appropriations, July 1 2000 to June 30, 2002. (Office of 
the State Auditor, December 4, 2002), <http://www.njleg.state.nj.us/legislativepub/auditor/03302.pdf> 
(June 28, 2003).  “The projects financed by the proceeds of each bond issue are not determinable. The bond 
proceeds are commingled with revenue sources: motor fuel taxes, commercial vehicle fees and taxes, and 
toll road authority contributions.”  
 
Because the Authority issues debt for road and transit purposes, estimations of these revenues and expenses 
for these were required.  The State Auditor’s office analyzed TTFA Appropriations by use from SFY 93 
through SFY00. This report allocates appropriations in capital projects on behalf of New Jersey Transit and 
various road and bridge capital improvements, New Jersey State Legislature, Office of Legislative 
Services, Office of the State Auditor, P_9_APPR.QPW (August 2000). 
 
For NJ SFY 01, similar appropriation data were available in the New Jersey Division of the Budget, State 
Fiscal Year 2001, Appropriations Handbook SFY 2000-2001. (Trenton: New Jersey Division of the Budget, 
2001), <http://www.state.nj.us/treasury/omb/publications/01approp/pdf/bsection.pdf> (May 24, 2003).  The 
percentage shares of appropriations for transit and road projects over these nine years is computed. These 
shares are used in allocating the SFY 01 debt service of the authority. This percentage share also allocates 
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the dedicated tax revenue streams into spending for roads (38 percent) vs. mass transit (62 percent). The 
TTFA provides direct contributions to capital. The mass transit and road shares from the capital projects 
section of the Appropriations Handbook SFY 2000-2001 are used to estimate the 2001 capital contributions 
to each type of spending. Capital projects are funded both by bond proceeds and dedicated taxes.  The year 
2001 shares are 54 percent for roads and 46 percent for transit. 
 
9. New Jersey Transit Corporation 
 
Data are from the audited financial statements of the corporation: New Jersey Transit Corporation,  New 
Jersey Transit Corporation, New Jersey Transit Fiscal Year 2002 Consolidated Financial Statements 
(Newark: New Jersey Transit Corporation, September 2002), 
<http://www.njtransit.com/pdf/annual_report_2002.pdf> (June 2, 2003). Detailed estimates of  
reimbursement revenue, not available in the audit report, were obtained from Corporation staff. 
 
 
10. New Jersey Turnpike Authority and  New Jersey Highway Authority. 
 
 During preparation of this document, these two entities merged and share the same web site, effective July 
9, 2003. The source for the turnpike authority is New Jersey Turnpike Authority, Financial Statements and 
Supplementary Information, New Jersey Turnpike Authority, December 31, 2001 and 2000 with Report of 
Independent Auditors (New Brunswick, New Jersey Turnpike Authority, 2002),  
<http://www.state.nj.us/turnpike/2001fs.pdf> (May 31, 2003).  The source for the Highway Authority is 
New Jersey Highway Authority, 2001 Independent Auditors’ Report (Woodbridge, New Jersey: New Jersey 
Highway Authority, 2002), <http://www.state.nj.us/turnpike/audrep01.pdf>  (June 12, 2003).  
 
 
11. New Jersey  Counties   
 
Sources.  Eight of the counties in New Jersey were selected for inclusion of the tables, using the criterion 
that at least five percent of the county workforce commutes to Manhattan. These were Bergen, Essex, 
Hudson, Middlesex, Morris, Monmouth, Passaic and Union counties. The percentage commuting to 
Manhattan is found in a report by the North Jersey Transportation Planning Authority, “Regional Travel 
Patterns.” Chapter 4 in Access and Mobility 2025 Regional Transportation Plan (Newark: North Jersey 
Transportation Planning Authority, 2002),  
<http://www.njtpa.org/planning/RTP2002/documents_RTP/RTPpdfsFINAL/02rtp_ch4.pdf> (June 4, 
2003). Data for these eight counties were based on downloadable files from the publication U.S. Census 
Bureau, Census of State and local Governments, Government Finances 1999-2000 (Wash. D.C.: Census 
Bureau, January 2003), <http://www.census.gov/govs/estimate/00allpub.pdf>. The downloaded files are 
from the “individual unit file” at <http://www.census.gov/govs/www/estimate00.html> (June 25, 2003). 
 
Estimates. The Census of Government reports capital outlays, but not debt service for functional areas 
such as transit and road spending.  CBC estimated debt service at ten percent of transit and road capital 
outlays. 
 
12.  Transit System Farebox Ratios 
 
Sources. The National Transit Database from the Federal Transportation Administration was the source for 
farebox ratios. The database is available at 
<http://www.ntdprogram.com/NTD/ntdhome.nsf/Docs/NTDData?OpenDocument#> (July 25, 2003). The 
most recent year available is fiscal 2001 (the precise definition of which depended on the individual transit 
agency). Revenues are from excel files of  the  “Operating Funding Form” and expenses the “Operating 
Expenses Summary Form.” Identifying information is from the “Transit Agency Identification Form.” 
These forms are presented in  detail in “Annotated Forms,” at 
<http://www.ntdprogram.com/NTD/CompData.nsf/Docs/2001NTD/$File/2001AnnotForms.pdf >. The data 
are described in detailed in National Transit Database Reporting Manual,  
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<http://www.ntdprogram.com/NTD/ReprtMan.nsf/Web/ReportingManual2002?OpenDocument> (July 25, 
2003. 
 
Estimates.  Farebox recovery ratios are calculated by dividing total fare collections by the sum of all 
operating expenses, including interest and depreciation. For the MTA and New Jersey Transit, farebox 
ratios are calculated in 2004 and 2003, respectively, so that they reflect the recent fare increases in each 
system. For the MTA and New Jersey Transit, farebox ratios are based on:  Metropolitan Transportation 
Authority, Farebox Recovery and Farebox Operating Ratios, 2004 Preliminary Budget (MTA, personal e-
mail,  8/28/03) and  New Jersey Division of the Budget, Department of Transportation,  State Budget for 
Fiscal Year 2004, pp. D-427-428  (New Jersey Division of the Budget),  
<http://www.state.nj.us/treasury/omb/publications/04budget/pdf/78.pdf> (June 15, 2003).  The 2004 New 
Jersey state budget provides estimates of SFY 03 revenue and spending for New Jersey Transit, except for 
depreciation expense.  The 2002 audited figure from the New Jersey Transit Corporation is used as a proxy 
for depreciation spending in 2003.  The 2002 depreciation expense is found in the New Jersey Transit 
Corporation’s 2002 Annual Report at <http://www.njtransit.com/an_corporateinfo_annualreport.shtm>  
(June 10, 2003). 
 
 

 


