
CITIZENS LEAGUE 
530 Syndicate Bu i l d ing  
M i  nneapol i s  , MN 55402 
338-0791 

February 8, 1980 

MEMORANDUM 

TO: Sta te  Senator Clarence M. Purfeerst, chairman, Transportat ion Committee 
State Representative James Casserly, chairman, Local & Urban Af fa i rs  Comni t t e e  

SUBJECT: C i t i zens League p o s i t i o n  on MTC f inancing.  

Several proposals have been made t o  the Leg is la ture  concerning the MTC 

d e f i c i t .  

One proposal i s  t o  c lose the gap between revenues and expenditures w i t h  a 

f a r e  increase and serv ice  cutbacks. 

Another proposal i s  t o  use s t a t e  taxes only, w i t h  no f a r e  increase and 

no serv ice  cutbacks. 

The C i t i zens  League proposes a balanced approach, which maintains 

serv ice  wh i l e  c l o s i n g  the  gap w i t h  a mix ture  o f  s t a t e  and met ropo l i tan  taxes and 

fares.  

1 Here i s  what our proposal would mean i n  d o l l a r s :  

To expand service: $12 m i l l i o n  us ing s t a t e  taxes 

To pay f o r  r i s i n g  costs 
of e x i s t i n g  serv ice:  $11 m i l l i o n  

Tota l  p ro jec ted gap : $23 m i  1 1 i o n  

using metropol i tan sources 
$5.5 m i l  1 i o n  i n  f a r e  increases 
$5.5 11ii 11 i o n  -in ~ i ie t ropo l  i tan 
taxes 

The enclosed statenlent o f  the C i t i zens League was prepared by the Tax and Finance 
Task Force o f  the  C i t i zens League, Charles H. Clay, chairman. It i s  an update 
of a previous statement on MTC f inanc ing presented t o  the 1977 Legis lature.  



CITIZENS LEAGUE UPDATE ON MTC FINANCING 

I. I n t r o d u c t i o n  

The MTC's f i nanc ia l  p i c t u r e  has changed d ramat i ca l l y  i n  the  ; last year.  Demand 
f o r  serv ice  has grown s i g n i f i c a n t l y ,  desp i te  a  f a r e  increase i n  mid-1979. A t  the  
same time, opera t ing  costs have increased much f a s t e r  than ant ic ipa ted .  Twelve 
months ago revenues were considered s u f f i c i e n t .  Today, the  MTC i s  p r o j e c t i n g  
a  $23 m i l l i o n  d e f i c i t  by the  end o f  the biennium unless add i t i ona l  revenue i s  
ra ised.  

Because of the  way the  MTC has been f inanced, the  l a r g e s t  share of a1 1  cos t  
increases over  t he  l a s t  several years--regardless of whether they were due t o  
se rv i ce  expansion o r  i n f l a t i on - -has  been pa id  f o r  by the  p u b l i c  a t  large.  Th is  
was necessary t o  keep fares down and thereby b u i l d  r i d e r s h i p .  

As a  r e s u l t  o f  t h i s  p o l i c y ,  r i d e r s  are  almost cornpletely she l te red  against  
i n f l a t i o n  i n  the  cos t  o f  t r anspor ta t i on .  While i n f l a t i o n  has r e s u l t e d  i n  
constant  increases i n  the cos t  o f  t r a v e l i n g  by p r i v a t e  automobile, there  has 
o n l y  been one fare increase s ince 1969, making p u b l i c  t ranspor ta t i on  a  b e t t e r  
barg in  than ever. So much so t h a t  con t ra ry  t o  pas t  experience, the  fare increase 
i n  1979 d i d  n o t  cos t  the  system r i d e r s .  I n  fac ts -  i n  the  months fo l low ing the  
increase, r i d e r s h i p  increased by about 6%. 

Looking ahead, c o s t  increases are l i k e l y  t o  cont inue. Fuel p r i ces  a re  s t i l l  
r i s i n g .  The o v e r a l l  i n f l a t i o n  r a t e  remains high.. The MTC i s .  p r o j e c t i n g  a  7% 
increase i n  r i d e r s h i p  i n  1980. Given cu r ren t  p o l i c i e s ,  t h a t  w i  11 mean a  l a r g e r  
b i l l  f o r  the  p u b l i c  a t l a rge .  

A  new p o l i c y  . i s  now needed f o r  f i nanc ing  the opera t ing  costs o f  the  Twin C i t i e s '  
t r a n s i t  system--one which more e f f e c t i v e l y  r e l a t e s  the  cos t  of t he  system t o  those 
who bene f i t  the most from it, s p e c i f i c a l l y ,  the  res idents  of the  Twin C i t i e s .  
The fo l low ing gu ide l ines  should be f o l l r o w d  i n  developing the new p o l i c y :  

* As t r a n s i t  expenditures r i s e ,  they should be d i v ided  between (a)  the Twin 
C i t i e s  community and (b) s t a t e  government. 

- -State government should cont inue t o  f inance the  expansion of t r a n s i t  serv ice.  

--The Twin C i t i e s  community, a t  l e a s t  f o r  t he  immediate future, should pay 
f o r  i n f l a t i o n - r e l a t e d  increases i n  the  cos t  o f  serv ice  once i t  has been 
establ ished.  

* The Twin C i t i e s  community should d i v i d e  the  l o c a l  cos t  o f  t r a n s i t  between 
(a)  r i d e r s  and (b) general t a x  support.  

- -Par t  of the  cos t  increase due t o  i n f l a t i o n  should be covered through fare 
increases . 

--Local t a x  sources should be used t o  r a i s e  the  remainder of cos t  increases 
due t o  i n f l a t i o n .  

This  proposal was developed by the C i t i zens  League's Tax and Finance Task Force. 
It i s  based on the  League's 1977 statement on MTC f inanc ing .  The Task Force 



worked on t h i s  update du r ing  the  fa1 1 o f  l a s t  year.  Ac t i on  was completed on 
the  statement a t  t h e  Task Force's January 30, 1980 meeting. The Tax and 
Finance Task Force i s  Chaired by Charles Clay. The members of t he  task force 
are: Frances M. Boddy, A1 1 an Boyce, Frances Boyden, John Brand1 , Fred Cady , 
Ear l  F. Colborn, Jr . ,  Robert Erickson, Jay Fonkert, David Graven, Jean Heilman, 
Paul H i  1 stad, Eugene Kanff ,  Andrew Lindberg , Margaret Lu l  i c ,  Medora Perlman , 
F. Warren Preeshl , K a t i  Sassevi 1 l e ,  Margo Stark, Marcia Townley, and Gerald 
Weiszhaar. 

A l l  o f  t he  data used i n  t h i s  update was obtained from t h e  Met ropo l i tan  T r a n s i t  
Commission. To our  knowledge, the  Commission i s  . the o n l y  source of date on 
the  reg ion ' s  t r a n s i t  system. 

CITIZENS LEAGUE 
530 Syndicate B u i l d i n g  - 
Minneapol is , MN 55402 
338-079 1 

February 11, 1980 



I. Background 

MTC , r i d e r s h i p  and operat ing costs have grown s i g n i f i c a n t l y  s ince 1971. 

* MTC r i d e r s h i p  continues t o  grow---faster i n  1979 than i n  previous years. 
Ridership has almost doubled s ince 1971, going from about 45 m i l l i o n  r i d e r s  
i n  t h a t  year  t o  an est imated 75 m i l l i o n  i n  1979. The growth i n  r i d e r s h i p  
was p a r t i c u l a r y  dramatic i n  1979, increas ing by s l i g h t l y  more than 6% (compared 
w i t h  an increase o f  about 3% f o r  1978). A 7% increase has. been pro jec ted by 
the  MTC fo r  1980. (See graph 1) 

GrQh 1: Growth in' MTC Ridership 
1971- 19801 
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* Operating costs have a l so  grown dramat ical ly ,  increasing more than four- 
f o l d  s ince 1971. I n  1971, The MTC's t o t a l  operat ing expenses were $15.9 
m i l  1  i on .  By 1976, operat ing expenses had grown t o  about $42 m i l  l i o n .  For 1979, 
the MTC est imates t h a t  t o t a l  operat ing expenses w i l l  be about $71 m i l l i o n ,  
increas ing t o  a pro jec ted $88.8 m i l l i o n  i n  1980. (See graph 2) 

Recent increases i n  operat ing expenditures are due t o  three major factors:  

1. Increases i n  the  cos t  o f  d iese l  f ue l .  I n  December, 1978, t h i s  fuel 
cos t  approximately 44 cents pe r  ga l lon .  The MTC has oro jec ted t h a t  
the  cos t  of fuel w i  11 reach $1.39 per  ga l l on  by June, 1981. Approximately 
$5.0 m i l l i o n  o r  abour 28 percent o f  the  MTC's t o t a l  p ro jec ted  increase 
i n  operat ing expenses f o r  1980 w i l l  be the  d i r e c t  r e s u l t  i n  the  increases 
o f  f u e l  . 



Graph 2: Growth i n  MTC Operat in  
Expendi tu res  1971-1980 9 
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l Source MTC 

2. Increases i n  the cos t  of 1 abor. Wage changes f o r  most MTC employees 
are t i e d  t o  changes i n  the  cos t  o f  1 i v i  ng. - Employees may rece ive  a 
cos t  of l i v i n g  adjustment every th ree  months, depending on t h e  r a t e  of 
i n f l a t i o n .  According t o  the l a b o r  con t rac t  negot ia ted  i n  1979, the 
maximum d r i v e r ' s  wage ( c u r r e n t l y  $9.63/hour) i s  t o  be increased 6 
cents pe r  hour f o r  every 1% increase i n  the  consumer p r i c e  index. 
Accordingly,  the  hou r l y  r a t e  f o r  d r i v e r s  a t  the  top  of t he  pay sca le  
increased by 22 cents per  hour i n  November, 1979. Dr ivers  n o t  a t  t he  
~naximum r a t e  ( i  .e. those w i t h  l ess  than two year  of se rv i ce )  and o the r  
MTC employees received pro  r a t e d  increased based on the 22 cents. 
I n  t o t a l ,  the  November increase added about $88,000 per  month t o  t h e  
MTC ' s wage b i  11 , exc l  udi ng any re1 ated increases f o r  f r i n g e  benef i t s  . 
Fur ther  increases could come i n  February, June, August, and December, 1980. 

According t o  the  MTC's budget summary f o r  1980 (dated August 1, 19791, 
approximately $7.9 m i l l i o n  o r  about 44% o f  the  p ro jec ted  increase i n  
opera t ing  expenses f o r  1980 wi 11 be the  d i r e c t  r e s u l t  of " i n f l a t i o n a r y  
increased i n  l abo r  costs and mater ia ls . "  The $7.9 m i l l i o n  increase 
assumes a 12% increase i n  t h e  cos t  o f  l i v i n g  dur ing  1980. 

3. Increases i n  serv ice.  Between 1971 and 1976, t he  nurnber of mi les 
t rave led  by buses increased by about 60%, going from 18.6 m i l l i o n  mi les  
t o  29.7 m i l  1 i o n  mi les .  Since 1976, the  mi les  t rave led  has remained 
r e l a t i v e l y  constant.  I n  1979, buses t rave led  approximately 29.7 
m i  11 i o n  mi les .  For 1980, an increase o f  about 7% ( t o  approximately 
31 m i l  1 i o n  bus mi les  f o r  regu la r  serv ice)  has been pro jected.  About 



$5 m i l l i o n  o r  28% o f  the  MTC's p ro jec ted  t o t a l  increase i n  opera t ing  
expenses f o r  1980 w i l l  be the  d i r e c t  r e s u l t  o f  t he  cos t  of increased 
s e r v i  ce. 

Operat ing costs are a lso  expected t o  r i s e  s i g n i f i c a n t l y  dur ing  1981. 'The 
same th ree  factors w i l l  account f o r  t he  increase. 

* 'The MTC has f o u r  major sources o f  opera t ing  revenue: fares, l o c a l  opera t ing  
subsid ies (p roper ty  t a x ) ,  s t a t e  opera t ing  subsidy, and a federa l  opera t ing  subsidy. 
I n  1979, the  four sources con t r i bu ted  a t  t he  f o l l o w i n g  ra tes :  

Fares 33% 
Subsidies : 

Local 2 1% 
Sta te  24% 
Federal 19% 

M i  sce l  1 aneous ..- 3% 

TOTAL 

Based on the  cu r ren t  ra tes  f o r  both fa res  and subsidies, the  breakdown by 
source f o r  t he  MTC I s  proposed 1980 budget wi 11 be as fol lows: 

Fares 32% 
Subsidies: 19% 

Local 19% 
S ta te  16% 
Federal 2"/, 

TOTAL - 88% 
P 

D e f i c i t  12% ($10.7 m i l l i o n )  

As the  t a b l e  above shows, t h e  MTC1s proposed 1980 budget wi 11 r e s u t l  t i n  a 
d e f i c i t  of approximately $10.7 m i l l i o n .  

The sources o f  revenue l i s t e d  above do n o t  r e f l e c t  c a p i t a l  costs. The MTC finances 
c a p i t a l  expenditures through grants from the  federa l  government and by the  sa le  of 
bonds which are repa id  us ing revenue r a i s e d  through the  reg iona l  p roper ty  t a x  levy .  
If c a p i t a l  costs are inc luded i n  the  ca l cu la t i ons ,  then the  subsid ies from 
the  federal and l o c a l  goverr~ment would be h igher .  For example, i n  1979, t he  rJITC1s 
corr~bi ned opera t ing  and c a p i t a l  budget was about $104.3 m i  11 i o n  ($35.3 m i  11 i o n  
fo r  c a p i t a l  expenditures and $69.0 m i  11 i o n  f o r  opera t ing  expenses). Assuming 
t h a t  t h e  c a p i t a l  expenditures are depreciated over  ten  years, the  MTC1s t o t a l  
budget f o r  1979 would be about $72.5 m i l l  ion.  The sources f o r  t h i s  revenue 
breakdown as f o l  lows : 

Fares 30% 
Subsidies : -~ d . 

Local 2 5% 
Sta te  22% 
Federal 21% 

M i  sce l  1 aneous 2% 

TOTAL 



* U n t i  1 the  f a r e  increase i n  1979, the share o f  MTC operat ing revenues from 
n'ders had been dec l in ing .  I n  1971, r i d e r s  pa id  approximately 89% of a l l  opera t ing  
costs, excluding depreciat ion.  I n  1978, r i d e r s  were paying about 31% of opera t ing  
costs , excluding depreciat ion.  (See graph 3) 

Graph 3: Passenger Fares as a percent of 
MTC opera t i  ng expendi tu res  , ex- 
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The subsidy per passenger has increased fi-om about 3 cents per  passenger i n  1971 
t o  about 55 cents per  passenger i n  1979. Based on the  MTC's 1980 proposed budget 
the  subsidy i s  l i k e l y  t o  exceed 56 cents per  passenger. (See t a b l e  1) 

TABLE 1: MTC Subsidy Per Rider, 
Excluding Cap i ta l  Costs and Special  
Grants from the  Federal Government 

1 ocal 3& 15.2& 18.8$ 19.7$ 

s t a t e  - 14.0 20.8 20.3 

federa l  - 19.8 15.3 15.5 

TOTAL 3& 40.0& 54.9$ 55.W 

1. Based on the MTC's proposed 1980 expendi- 
tures,  inc ludes d e f i c i t  o f  about $10 
m i l l i o n .  Depending on how the $10 m i l l i o n  
i s  raised, the  subsidies from s t a t e  and 
1 ocal sources coul d i ncrease 



Since 1975 subs id ies  f rom the  s t a t e  and f ede ra l  government have grown t h e  most. 
The amount o f  subsidy co l  l e c t e d  through p rope r t y  taxes has remained re1  a t i v e l y  
constant ,  i n c r e a s i n g l y  o n l y  d u r i n g  t he  c u r r e n t  biennium. (See Tab1 e 2. ) 

TABLE 2: Est imated MTC Operat ing 
Revenues ( $  M i  11 i o n s )  f rom Federal , S ta te  and 

Local  Tax Sources : 1975-1 977, 1977-1 979, 
1979-1 981 

1975- 1977- 1979- Percent  Increase 
1977 1979 1981 1975-1 981 

f ede ra l  $11.0 $18.2 $24.8 125.5% 

s t a t e  24 28.3 3 1 29.2 

1 ocal  26.1 26.5 32.1 2 3 

TOTAL $61.1 $73.0 $87.9 44% 

Excludes spec ia l  g ran ts  f rom the  f ede ra l  government. 

Est imate f o r  1981 p rope r t y  taxes based on 15% growth i n  
t a x  base and t a x  r a t e  o f  1.72 m i l l s .  Based on t h e  MTCis 
proposed 1980 budget and p r o j e c t i o n s  f o r  1981 and assum- 
i ng no fare increases , expendi tures w i  11 exceed revenues 
by about $23 m i l l  i o n  f o r  the  biennium. 

Both Table 1 and ,able 2 r e f l e c t  the  s t a t u s  quo w i t h  r espec t  t o  subs id ies .  No 
p r o v i s i o n  has b / en made f o r  any c o s t  increases t h a t  were n o t  a n t i c i p a t e d  a t  t he  
s t a r t  o f  the  1979-81 biennium ( i  .e., J u l y  1, 1979). As a p r a c t i c a l  mat te r ,  
unan t i c i pa ted  expenses cou ld  be made-up through an inc rease  i n  t he  s t a t e  subsidy,  
revenues from the  l o c a l  p rope r t y  tax,  o r  through f a r e  increases. Whi le the  
federa l  government's subs idy has increased a t  a r a t e  o f  about $1 mi 11 i o n  per  year ,  
t h i s  i s  n o t  cons idered as r e l i a b l e  a source as t h e  MTC's o t h e r  revenue sources. 
* Since 1977, a p o r t i o n  o f  t he  MTC's ope ra t i ng  subsidy from the  s t a t e  has been 
based on "performance fund ing  . " Prev ious ly ,  t he  s t a t e ' s  p o r t i o n  o f  t he  t o t a l  
subs idy  was based on t he  MTCis proposed budget. Now, however, t he  amount of 
s t a t e  subsidy, i s  t i e d  t o  t he  number o f  r i d e r s .  For example, du r i ng  t he  1977-79 
biennium, approx imate ly  $17 m i l l i o n  (60% o f  t he  s t a t e ' s  subs idy)  was d isbursed on 
t he  bas i s  of  per formance-- for  each r i d e r ,  t he  MTC was reimbursed a t  a predetermined 
r a t e .  For 1979, "performance fund ing"  accounted from $9.7 m i l l i o n  o r  about 62% 
of t he  s t a t e ' s  share o f  the  t o t a l  subs idy.  According t o  the  MTC's proposed 1980 
budget, "performance funding" w i l l  account f o r  about 53% of t he  s t a t e ' s  share of 
the  t o t a l  subsidy.  

* The subs idy i s  p a r t i c u l a r l y  g r e a t  f o r  l onge r  routes--used ma in l y  f o r  commuting. 
For t r a v e l  du r i ng  weekdays i n  August, 1979, subs id ies  ranged from 16 cents  pe r  
passenger t o  $7.04 pe r  passenger, depending on t h e  rou te .  Out of a t o t a l  of 119 
weekday rou tes  : 



- - E i g h t  (7%)  had s u b s i d i e s  g r e a t e r  than  $2 p e r  person.  
- -Twenty-s ix  (22%) had s u b s i d i e s  between $1 and $2 p e r  passenger. 

, - -  Routes where t h e  subs idy  was $1 o r  more accounted f o r  4.5% o f  t o t a l  weekday 
r i d e r s h i p  i n  August; however, t h e s e  same r o u t e s  absorbed about  15% of  t h e  
t o t a l  o p e r a t i n g  subs idy .  Among t h e  most h e a v i l y  s u b s i d i z e d  r o u t e s  a r e  those 
p r o v i d i n g  express s e r v i c e s  v i a  f reeway and those  t r a v e l i n g  "c ross town." 

A c t i o n  by t h e  1979 L e g i s l a t u r e  p r o h i b i t s  t h e  MTC f rom c u t t i n g  back on s e r v i c e  
o u t s i d e  of t h e  zone #1 s e r v i c e  area.  Many o f  t h e  most h e a v i l y  s u b s i d i z e d  r o u t e s  
a r e  o u t s i d e  o f  zone #1. S ince  s e r v i c e  must con t inue ,  t h e  MTC's b e s t  o p p o r t u n i t y  
f o r  c o s t  c o n t r o l  may be th rough  deve lop ing  more e f f i c i e n t  methods of  p r o v i d i n g  
t r a n s i t  s e r v i c e  o u t s i d e  o f  zone # l .  

Over t h e  years ,  t h e  C i t i z e n s  League has made a  number o f  recommendations f o r  
f i n a n c i n g  pub1 i c  s e r v i c e s  opera ted  by met ropo l  i t a n  agenc ies ,  i n c l u d i n g  t h e  MTC. 

* I n  1979, t h e  League recommended t h a t  t h e r e  shou ld  be a  f r a c t i o n a l  s a l e s  t a x  i n  
t h e  seven-county m e t r o p o l i t a n  area.  Revenues from t h e  t a x  would be used t o  
s u p p o r t  p u b l i c  s e r v i c e s  opera ted  by m e t r o p o l i t a n  agencies.  The League recommended 
t h a t  a  s a l e s  t a x  be s u b s t i t u t e d  f o r  p r o p e r t y  taxes which a r e  c u r r e n t l y  l e v i e d  t o  
s u p p o r t  me t ropo l  i t a n  s e r v i c e s .  The League s t r e s s e d  t h a t  t h e  revenues from a  
f r a c t i o n a l  s a l e s  t a x  shou ld  be used t o  f i n a n c e  met ropo l  i t a n  s e r v i c e s  i n  genera l  
r a t h e r  t h a n  d e d i c a t i n g  t h e  revenues t o  a  s i n g l e  purpose (e.g. ,  t r a n s i t ) .  
* I n  1977, t h e  League reached t h e  f o l l o w i n g  c o n c l u s i o n s  w i t h  r e s p e c t  t o  MTC 
f i n a n c i n g  : 

--Fares s h o u l d  be inc reased  t o  make s u r e  t h a t  r i d e r s  pay a  p o r t i o n  o f  t h e  
i n c r e a s e d  c o s t  o f  MTC o p e r a t i o n s .  The League found i n  1977 t h a t  " s i n c e  1971, 
when p u b l i c  subs idy  o f  t h e  bus o p e r a t i o n  began, t h e  share  p a i d  by r i d e r s  has 
decreased i n  a b s o l u t e  d o l l a r s .  The i n c r e a s e  i n  expenses has been p a i d  f o r  
e n t i r e l y  by taxpayers .  " 

- -Fare  inc reases  shou ld  be " s e l e c t i v e  and d i f f e r e n t i a l . "  By " s e l e c t i v e "  t h e  
League meant t h a t  f a r e  i nc reases  d u r i n g  t h e  peak hours shou ld  be g r e a t e r  
t h a n  those  d u r i n g  o f f - p e a k  hours .  Furthermore,  i nc reases  i n  t h e  base f a r e  
d u r i n g  peak hours shou ld  be " d i f f e r e n t i a l "  such t h a t ,  " . . . t he  s m a l l e s t  
i n c r e a s e  f a 1  1s on r e g u l a r  r i d e r s ,  a  s l i g h t l y  h i g h e r  i n c r e a s e  f a l l s  on semi-  
r e g u l a r  r i d e r s ,  and t h e  g r e a t e s t  i n c r e a s e  f a 1  1s on i n f r e q u e n t  r i d e r s .  " 

- -Subs id ies  shou ld  be based on a c t u a l  r i d e r s h i p  and revenues and n o t  p r o j e c t e d  
expenses. The 1977 s ta tement  sa id ,  "We recommend t h a t  t h e  L e g i s l a t u r e  change 
from bas ing i t s  s u b s i d y  on p r o j e c t e d  expenses o f  t h e  MTC t o  a  measure which 
r e 1  a tes  more c l o s e l y  t o  r i d e r s h i  p  and c o s t  e f f e c t i v e n e s s .  " The s ta tement  
o u t l i n e d  two approaches t o  r e l a t i n g  t h e  subs idy  t o  r i d e r s h i p .  I t  s a i d  t h a t  
b o t h  shou ld  be cons idered.  And, t h e  League recommended t h a t ,  "Whatever 
formula f o r  d i s t r i b u t i o n  i s  dec ided,  t h e  MTC shou ld  have an i n c e n t i v e  t o  
o p e r a t e  i t s  system cos t - e f f e c t i v e l y ,  " 

--The MTC s h o u l d  be encouraged t o  exper imen t  w i t h  new methods o f  p r o v i d i n g  
l o n g - d i s t a n c e  commuter s e r v i c e .  The League found t h a t  among o t h e r  t h i n g s ,  
t h e  method o f  f i n a n c e  was encourag ing t h e  MTC t o  p r o v i d e  l o n g - d i s t a n c e  
commuter s e r v i c e  u s i n g  la rge-buses,  scheduled rou tes ,  and f u l l  - t i m e  d r i v e r s .  



Whi le  t h i s  system works w e l l  and i s  c o s t - e f f e c t i v e  i n  t h e  c e n t r a l  c i t i e s ,  
i t  i s  an ext remely  expensive approach t o  long-d is tance  commuter serv ice.  
As an a1 t e r n a t i  ve, t he  League concluded t h a t ,  "smal l  e r ,  more f 1  e x i  b l e  
veh i c l es  a re  more a p p r o p r i a t e  f o r  long-d is tance  commuter se rv i ce - - t he  bes t  
way t o  connect low-dens i ty  r e s i d e n t i a l  l o c a t i o n s  on t h e  suburban f r i n g e  
w i t h  employment l o c a t i o n s  c l o s e r  i n  i s  t o  r e l y  on sma l le r ,  more f l e x i b l e  
veh ic les ,  such as commuter-vans and c a r  pools.  I n  some cases s u b s c r i p t i o n  
buses may be appropr ia te ,  b u t  t he  scheduled-route, f u l l - t i m e - d r i v e r  s e r v i c e  
of t h e  MTC i s  t o o  expensive f o r  t h e  area." 

--"Because o f  i t s  s t r u c t u r e ,  t he  MTC i s  n o t  w e l l  s u i t e d  t o  be f u l l y  r espons ib l e  
f o r  promoting a l l  types o f  r i d i n g  i n  t he  m e t r o p o l i t a n  area-- the MTC i s  
an ope ra to r  o f  one t ype  o f  t r a n s i t  and, t he re fo re ,  has b u i l t - i n  c o n s t r a i n t s  
on t he  e x t e n t  t o  which i t  i s  f r e e  t o  promote o t h e r  forms o f  r i d i n g .  Not 
t h a t  t he  MTC i s  un in te res ted  i n  commuter-vans and ca r  pools  . . . b u t  i t  
would be bes t  i f  the  MTC were n o t  g iven  t he  f i n a l  a u t h o r i t y  over  whether a  
c e r t a i n  p r o j e c t  o r  exper iment f o r  another form o f  r i d i n g  were t r i e d . "  

11. The Cur ren t  S i t u a t i o n .  

The MTC needs approx imate ly  $33 m i l l i o n  i n  a d d i t i o n a l  revenue t o  meet expendi tures 
through t he  end o f  t he  biennium (June, 1981). 

* The $33 m i l l  i o n  i n  a d d i t i o n a l  (and unan t i c i pa ted )  expenses w i l l  come f rom the  
f o l l o w i n g  sources: 

- - $ I0  m i  1  Tion due t o  increased fue l  cos ts .  

--$2 mi 11 i o n  f o r  a d d i t i o n a l  Workers Compensation payment. 

- - $ I2  m i l  1  i o n  f o r  a d d i t i o n a l  bus serv ice .  

--$9 mi 11 i o n  f o r  cos t -o f -1  i v i n g  s a l a r y  adjustments.  

The MTC expects about $10 m i l l  i o n  o f  t he  a d d i t i o n a l  revenue i t  needs t o  be made 
up through increased r i d e r s h i p ,  l e a v i n g  about $23 m i l l i o n  t o  be r a i s e d  through 
o t h e r  means. 

O f  t he  $23 m i l l i o n ,  $10 m i l l i o n  w i l l  be needed i n  1980. The remain ing $13 m i l l i o n  
w i l l  be needed f o r  t h e  f i r s t  s i x  months o f  1981. 

* Inc reas ing  f u e l  cos ts  and wages a re  t h e  ma jo r  causes f o r  t h e  MTC's a d d i t i o n a l  
and unexpected need. 

I n  develop ing i t s  f i n a n c i n g  p lan  f o r  t he  biennium, t he  MTC had p ro jec ted  t h a t  
fue l  cos ts  would be 554 per  g a l l o n  i n  June, 1981. I t  i s  now p r o j e c t i n g  t h a t  fue l  
w i l l  c o s t  $1.39 pe r  g a l l o n  by t h e  end o f  t he  biennium--153% g r e a t e r  than a n t i c i p a t e d .  

The MTC had a n t i c i p a t e d  a  6% inc rease  i n  wages f o r  1980. A  12% inc rease  i s  now 
expected. And, wages a r e  p ro jec ted  t o  inc rease  by 8% du r i ng  t h e  f i r s t  h a l f  of  
1981. The MTC's l a b o r  c o n t r a c t  w i t h  i t s  d r i v e r s  c a l l s  f o r  four  cost-of-1 i v i n g  
adjustments per  year .  Before t he  end o f  t he  biennium, t h e r e  cou ld  be s i x  
adjustments.  



There w i  11 a l s o  be some increases i n  se r v i ce .  The MTC p lans t o  i nc rease  t h e  
number of v e h i c l e s  i n  s e r v i c e  d u r i n g  peak hours f rom approx imate ly  800 i n  1979 
t o  about 890 by December, 1980. Accord ing t o  t h e  MTC, between 15% and 20% of a l l  
peak hour t r i p s  now exceed t h e  MTC's c a p a c i t y  standards.  (Accord ing t o  MTC 
p o l i c y ,  a  bus i s  " f u l l  " when t h e  number o f  passengers exceed 140% of seated 
capac i t y . )  The a d d i t i o n a l  buses w i l l  be used t o  t ake  pressure o f f  o f  e x i s t i n g  
rou tes .  Th is  w i l l  be done by adding more buses t o  some rou tes  and by adding some 
new a1 t e r n a t i v e  r ou tes .  

The MTC's f i n a n c i a l  problem go beyond t h e  immediate need f o r  $23 m i l l i o n .  T r a n s i t  
cos ts  w i l l  con t i nue  t o  r i s e  due t o  i n f l a t i o n  and increased s e r v i c e .  

* I n f l a t i o n - - t h e  fo rce  behind i n c r e a s i n g  f u e l  and l a b o r  c o s t s - - i s  1  i k e l y  t o  
cont inue.  The MTC can do ve ry  l i t t l e  about  increases i n  t h e  cos ts  of d i e s e l  
f ue l .  I t  has more c o n t r o l  over  personnel  cos ts .  Whi le  d i f f i c u l t ,  changes c o u l d  
be made i n  some p r o v i s i o n  o f  t h e  d r i v e r ' s  l a b o r  c o n t r a c t ,  reduc ing  t h e  number o r  
s i z e  o f  t h e  cos t -o f - 1  i v i  ng adjustments and/or i n c r e a s i n g  t h e  number of p a r t - t i m e  
d r i v e r s .  However, these changes a r e  un l  i k e l y .  (Accord ing t o  t h e  c u r r e n t  c o n t r a c t ,  
10% o r  140 d r i v e r s  may be pa r t - t ime . )  

* Pressure i s  growing f o r  inc reased  s e r v i c e .  Most o f  t h i s  i s  d i r e c t l y  r e l a t e d  
t o  inc reases  i n  t h e  use o f  t h e  bus system by commuters--that i s ,  people  who use 
t h e  system t o  go back and f o r t h  f rom work. Requests have been made t o  i nc rease  
t h e  number o f  buses on s p e c i f i c  r ou tes .  And, t h e r e  a l s o  has been p ressure  t o  
i nc rease  s e r v i c e  i n  o u t l y i n g  areas--both t o  add new rou tes  and t o  inc rease  
s e r v i c e  over  e x i s t i n g  ones. 

The c o s t  (and subs id i es )  f o r  bus s e r v i c e  i n  o u t l y i n g  communit ies has u s u a l l y  been 
much g r e a t e r  than  t h a t  f o r  r ou tes  i n  t h e  more densely  popula ted c e n t r a l  c i t i e s  
and f i r s t .  r i n g  suburbs. For  t h e  most p a r t ,  t h e  MTC has p rov ided  s e r v i c e  and 
manaqed rou tes  w i t h i n  o u t l y i n g  communit ies i n  t h e  same way t h a t  i t  serves 
and manages rou tes  i n  t h e  c e n t r a l  c i t i e s .  That i s ,  i t  has used p r i m a r i l y  l a rge -  
bus, scheduled rou tes ,  and f u l l - t i m e  d r i v e r s .  I n  some cases, t h i s  approach i s  
p robab ly  j u s t i f i e d .  But, i n  o thers ,  i t  m igh t  be b e s t  t o  use sma l l e r  veh i c l es ,  
o r  f l e x i b l e  schedul ing,  and/or p a r t - t i m z  d r i v e r s .  

The pub1 i c ' s  a t t i t u d e  toward t r a n s i t  i s  changing as more and more people make 
use of t h e  system a  p a r t  of t h e i r  d a i l y  r o u t i n e  and depend on i t  f o r  t r a v e l .  

* R i s i n g  f ue l  p r i c e s  and u n c e r t a i n  supp l i es  o f  gaso l i ne  have v i r t u a l l y  forced 
people t o  change t h e i r  t r a n s p o r t a t i o n  h a b i t s .  I ns tead  o f  t r a v e l i n g  t o  work by 
automobi le,  they  a r e  now t u r n i n g  t o  t r a n s i t  p r i m a r i l y  because i t  i s  more r e l i a b l e  
and, i n  some cases, l e s s  expensive. 

The impact  o f  t h e  1979 f a r e  i nc rease  on r i d e r s h i p  i s  evidence o f  t h e  growing 
" s e l l  e r ' s  market"  f o r  t r a n s i t .  The conven t iona l  wisdom i n  t r a n s p o r t a t i o n  p l ann ing  
has been t h a t  f o r  every  i nc rease  i n  f a r e s  t h e r e  w i l l  be some d e c l i n e  i n  r i d e r s h i p .  
I n  J u l y ,  1979, t h e  MTC increased f a r e s  by 106. Dur ing  t h a t  month and i n  
subsequent months, MTC r i d e r s h i p  inc reased  a t  an annual r a t e  o f  6%. 

R i s i n g  f u e l  p r i c e s  and u n c e r t a i n  supp l i es  a re  n o t  t h e  o n l y  f ac to r s  pushing-up 
t r a n s i t  r i d e r s h i p .  The c o s t  of owning and m a i n t a i n i n g  an automobi le  i s  a l s o  
i nc reas ing .  By e l i m i n a t i n g  t h e  work t r i p ,  owners may be a b l e  t o  reduce maintenance 



cos ts  and extend t h e  l i f e  o f  t h e i r  car .  The c o s t  o f  park ing  i n  t h e  downtowns 
has a l s o  increased d rama t i ca l l y ,  f o r  example, go ing from about $2.00 per  day i n  
1976 t o  over  $4.00 pe r  day i n  1979 f o r  ramp pa rk i ng  j u s t  o f f  o f  N i c o l l e t  Ma l l  i n  
M i  nneapol i s .  

Wi th  t h e  excep t ion  o f  one f a r e  inc rease  i n  1979, t he  po l  i c y  has been t o  meet 
c o s t  increases through increases i n  s t a t e  and f ede ra l  subs id ies .  

* The p o l i c y  of  s u b s i d i z i n g  ope ra t i ng  cos ts  was used t o  he lp  b u i l d  r i d e r s h i p .  
Wi th  t h e  he lp  o f  t h e  subs id ies  fa re  increases cou ld  be avoided. U n t i l  r e c e n t l y ,  
any f a re  increase would have reduced r i d e r s h i p .  

* The s i z e  o f  t he  ope ra t i ng  subsidy has grown r a p i d l y ,  p a r t i c u l a r l y  t h e  shares from 
t h e  s t a t e  and f ede ra l  governments. (See Table 1  and Table 2.) To date,  t h e  
federa l  subsidy has been i nc reas ing  a t  a  r a t e  o f  about $1 m i l l i o n  per  year .  Based 
on t h e  MTC1s 1980 budget and t a k i n g  i n t o  cons ide ra t i on  a  f a r e  i nc rease  as w e l l  as 
an i nc rease  i n  t h e  f ede ra l  subsidy, t h e  MTC w i l l  s t i l l  need a d d i t i o n a l  revenue t o  
meet proposed expendi tures . The a d d i t i o n a l  funds coul  d  come f rom an inc rease  
i n  t h e  m e t r o p o l i t a n  p rope r t y  t a x  t h a t  i s  l e v i e d  f o r  t r a n s i t  o r  i t  cou ld  come from 
an i nc rease  i n  t he  s t a t e  subsidy.  

Table 3  p r o j e c t s  t he  change i n  subsidy pe r  r i d e r  assuming a  $1 m i l l i o n  i nc rease  
i n  federa l  g ran ts  and a  $5 m i l l  i o n  inc rease  i n  s t a t e  g ran ts  i n  1980. (See Table 3.)  

TABLE 3: Subsidy Per Rider  
by Source, Assumes a  $5 M i l  1  i o n  

Increase i n  t he  S ta te  Subsidy i n  1 9 8 0 ~  

Percent Change 
1971 1976 1979 1980 1976-1 980 

1 ocal  3  & 15.2& 18.8& 19.7& 30% 

s t a t e  - 14.0 20.8 26.5 8  9  

f ede ra l  - 10.8 15.3 15.5 4  4  

TOTAL 3  & 40.0& 54.96 61.7& 54% 

Based on MTC 1980 proposed budget and assumes 80.6 m i l l i o n  
r i d e r s  i n  1980. 

* Regular increases i n  t h e  p rope r t y  t ax  f o r  t r a n s i t  and passenger f a res  a r e  n o t  
expected. I n  1975, the  MTC1s p rope r t y  t a x  r a t e  was 2.87 m i l l s .  S ince 1976 , i t  
has been 1.72 m i l l s .  Given t he  L e g i s l a t u r e ' s  e f f o r t s  over  t h e  l a s t  decade t o  
reduce t he  use of p rope r t y  taxes, i t  seems u n l i k e l y  t h a t  t he  MTC1s m i l  1  r a t e  would 
be increased a t  t h i s  t ime. Despi te  t h i s ,  t h e r e  w i l l  be some inc rease  i n  t he  
passenger subsidy f rom the  p rope r t y  t a x  due t o  growth i n  t h e  va lue  o f  me t ropo l i t an  
area p roper ty .  For example, t he  MTC's proposed 1980 budget a n t i c i p a t e s  an inc rease  
of  about $2 m i l l i o n  i n  revenues f rom t h i s  source. 



U n t i l  1979, t he  L e g i s l a t u r e ' s  and t he  MTC's po l  i c y  was t o  pay f o r  c o s t  increases 
e n t i r e l y  through increased subs id i es .  However, i n  1979, p a r t  of t h e  increased 
c o s t  o f  the -  bus system was p a i d  f o r  through and across t h e  board f a r e  inc rease  of 
10Q. I n  a d d i t i o n ,  s o c i a l  f a r e s  were increased t o  10Q. The MTC d iscussed and 
r e j e c t e d  a  second f a r e  i nc rease  a t  t h e  end of 1979. Coupled w i t h  a d d i t i o n a l  s t a t e  
subs idy,  a  1980 f a r e  i nc rease  make up f o r  t he  $10 m i l l i o n  d e f i c i t  a n t i c i p a t e d  by 
t h e  MTC's 1980 proposed budget. 

The MTC has no s p e c i f i c  p o l i c y  w i t h  r espec t  t o  f a re  increases.  Whether o r  n o t  
t h e r e  w i l l  be any and t he  share o f  c o s t  i nc reases  t h a t  they m igh t  cover  i s  n o t  a  
p a r t  o f  es tab l i shed  p o l i c y .  Furthermore, t h e  L e g i s l a t u r e  has n o t  g i ven  t h e  MTC 
any i n c e n t i v e  t o  develop a  f a r e  p o l i c y .  

* I nc reas ing  t h e  s t a t e ' s  subs idy may cause t h e  s t a t e  t o  spend more f o r  t r a n s i t  than 
i s  necessary. Because o f  increases i n  t h e  c o s t  o f  t r a v e l i n g  by p r i v a t e  automobi le,  
c i t i z e n s  appear w i l l i n g  t o  pay more through t he  f a r e  box f o r  t r a n s i t  s e r v i c e .  The 
s t a t e  cou ld  c u t  i t s  expenses f o r  t r a n s i t  by t a k i n g  advantage o f  t h e  apparent w i  11 i n g -  
ness o f  r i d e r s  t o  pay more. Furthermore, con t inued  re1  i ance  on s t a t e  funds f o r  
any sub-s ta te  se r v i ces  ( i n c l u d i n g  t h e  MTC) may l ead  t o  pressures f o r  ba lanc ing  s t a t e  
spending i n  one community w i t h  t h a t  i n  a l l  o t he rs .  Th is  i s  n o t  n e c e s s a r i l y  bad; 
however, t h e  pressure may cause some s t a t e  funds t o  be used t o  suppor t  se r v i ces  
where t h e  need i n  one p a r t  o f  t h e  s t a t e  i s  much- l e s s  p ress i ng  than i t  i s  i n  o t h e r  
pa r t s .  

* To a  g r e a t  degree, t he  c u r r e n t  need i s  n o t  c o n s i s t e n t  w i t h  t h e  purposes of t he  
s t a t e  subs idy program. Over t he  years ,  t h e  purposes have been: 

--To h e l p  b u i l d  r i d e r s h i p  and expand t h e  bus system. 

--To keep t h e  t r a n s i t  system a f f o r d a b l e  f o r  l ower  income r i d e r s .  

Wi th  t h e  r ecen t  inc reases  i n  t h e  c o s t  o f  t r a v e l i n g  by p r i v a t e  automobi le,  increases 
i n  t h e  s t a t e ' s  subs idy may no l onge r  be as impo r tan t  t o  b u i l d i n g  r i d e r s h i p  as they 
were i n  t h e  past .  Furthermore, t h e  bus system appears t o  be l a r g e l y  i n  p lace .  
M a i n t a i n i n g  t h i s  system i s  t h e  major  cause f o r  t he  c o s t  increases.  Of t h e  MTC's 
es t imated  $33 mi 11 i o n  shor t - fa1  1  f o r  t h e  biennium, $21 m i l  1  i o n  i s  needed t o  meet 
expenses of t h e  e x i s t i n g  system. Only $12 m i l l i o n  w i l l  be used t o  expand s e r v i c e .  

The problem o f  keep t r a n s i t  a f f o r d a b l e  f o r  l ower  income persons remains. I f  c u r r e n t  
r a t e s  o f  i n f l a t i o n  cont inues,  t h i s  problem w - i l l  become more p ress ing .  

Because t h e  s t a t e ' s  subs idy served m u l t i p l e  purposes, and because t h e  c o s t  of 
t r a n s i t  t o  t h e  i n d i v i d u a l  was r e l a t i v e l y  low, i t  made good sense t o  g i v e  t h e  
s t a t e ' s  subs idy d i r e c t l y  t o  t he  MTC. However, i t  can be argued t h a t  t he  need 
today f o r  a d d i t i o n a l  s t a t e  subs idy i s  more focused- - tha t  i t  should  be used exc l u -  
s i v e l y  t o  keep t r a n s i t  a f f o r d a b l e  f o r  l ower  income people. I f  t h i s  i s  t he  case, 
then perhaps t h e  L e g i s l a t u r e  needs t o  recons ider  t h e  way i n  which i t  prov ides  
subs id i es  t o  r i d e r s .  

There a r e  o t h e r  ways t o  address t h e  problem o f  r i s i n g  cos t s .  

* Fares cou ld  be inc reased  r e g u l a r l y .  They cou ld  a l s o  be r e s t r u c t u r e d .  Exper ience 
w i t h  t h e  1979 f a r e  i nc rease  suggests t h a t  f a r e s  can be increased w i t h o u t  l o s i n g  
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r i d e r s .  Furthermore, i f  bus r i d e r s  were t r a v e l i n g  by some o t h e r  means, t hey  would 
now be f a c i n g  r e g u l a r  c o s t  i nc reases  due t o  i n f l a t i o n .  Why should  those who 
r i d e  t h e  bus be t o t a l l y  she1 t e r e d  f rom t h e  impact o f  i n f l a t i o n  on t r a n s p o r t a t i o n  
cos t s?  

Fare inc reases  a r e  n o t  o n l y  a  means o f  r a i s i n g  revenue, b u t  they  may a l s o  be usefu l  
i n  changing p a t t e r n s  o f  r i d e r s h i p .  For  example, i nc reases  c o u l d  be s t r u c t u r e d  t o  
encourage more r i d e r s h i p  d u r i n g  o f f -peak  hours and t o  g e t  more people  t o  become 
r e g u l a r  r i d e r s .  By reduc ing  t he  d i s p a r i t y  between use d u r i n g  peak and off-peak 
hours, t h e  t r a n s i t  system can opera te  more e f f i c i e n t l y .  Furthermore. t h e  g r e a t  
m a j o r i t y  of people us i ng  t he  t r a n s i t  system d u r i n g  t h e  peak-hours a r e  employed 
and therefore,  b e t t e r  ab le  t o  pay t he  h i ghe r  fare .  

People c a n  be encouraged t o  become r e g u l a r  r i d e r s  by p r o v i d i n g  a  s i g n i f i c a n t  
d i scoun t  on t h e  c o s t  o f  month ly  passes. There a re  two ma jo r  advantages t o  
encouraging people t o  become r e g u l a r  r i d e r s :  

--The MTC can p l a n  s e r v i c e  more e f f e c t i v e l y .  

--Second, f a r e  increases can be more g radua l .  As l o n g  as r i d e r s  pay a t  t he  
farebox,  t h e  increases may be i n  n i c k e l  o r  dime increments.  Wi th  a  
s u f f i c i e n t l y  l a r g e  share o f  a l l  r i d e r s  purchas ing i n  bu lk ,  f a r e  increases 
can be more gradual  . Unl i ke a  f a r e  p a i d  a t  t he  farebox, the  c o s t  of t h e  
pass can be increased by a  few cents .  

Month ly  passes a r e  a l r eady  a v a i l a b l e .  Dur ing t he  f i r s t  11 months of 1979, 11.2 
m i l l  i o n  a d u l t  passengers o r  22% o f  a1 1  a d u l t  passengers used month ly  passes. Use 
of month ly  passes i n  1979 was up about 33% over  1978. 

The passes can be purchased over  t he  coun te r  o r  through employers us i ng  a  
p a y r o l l  deduc t ion  p lan .  When purchased ,over- the-counter,  t h e  pass s e l l  s f o r  t h e  
e q u i v a l e n t  o f  44 r i d e s  a t  t h e  base f a r e  (40d) Each r i d e  i n  excess o f  44 lowers 
t h e  average c o s t  and i n  e f f e c t ,  g i ves  t h e  purchaser  a  d iscoun t .  When purchased 
through an employer, t h e  c o s t  o f  the  pass i s  d iscoun ted  by 12.5% A f t e r  t he  39 th  
r i d e ,  t he  purchaser begins t o  g e t  a  d iscoun t .  A t  the  s t a r t  o f  t h i s  biennium 
t h e  MTC p r o j e c t e d  t h a t  i t  would be s e l  l i n g  10,000 month ly  passes through t he  
p a y r o l l  deduc t ion  p l a n  by t he  end o f  t he  biennium. 'The MTC has r e c e n t l y  
inc reased  t h i s  p r o j e c t i o n  t o  24,000. 

* More revenue cou ld  be c o l l e c t e d  f rom m e t r o p o l i t a n  taxes. 

Twin C i t i e s  r e s i d e n t s  a re  t h e  p r i nc - i  pa l  b e n e f i c i a r i e s  of t h e  t r a n s i t  system. 
Those who use the  system probab ly  b e n e f i t  t he  most. However, businesses l o c a t e d  
c l ose  t o  t r a n s i t  r o u t e s  a r e  a l s o  ma jo r  b e n e f i c i a r i e s .  And, t he  popu la t i on  i n  
general  bene f i t s  through r e d u c t i o n  i n  t r a f f i c  congest ion,  a i r  po l  1  u t i o n ,  and 
energy consumption. Whi le the  s t a t e  and f e d e r a l  subs id i es  have he1 ped t o  b u i l d  
t h e  se r v i ce ,  i t  i s  n o t  unreasonable t o  expect  r e s i d e n t s  t o  t ake  r e s p o n s i b i l i t y  f o r  
t h e  incrementa l  cos ts  assoc ia ted  w i t h  m a i n t a i n i n g  t h e  system. 

To a  c e r t a i n  ex ten t ,  t h i s  i s  a l r eady  done through a  spec ia l  t ax  l e v y  on p rope r t y  
l oca ted  w i t h i n  t he  MTC's s e r v i c e  area. 

One p o s s i b i l i t y  would be t o  inc rease  t h e  p rope r t y  t a x  l e v y  f o r  t r a n s i t .  P roper ty  
near  o r  ad jacen t  t o  MTC rou tes  b e n e f i t  f rom t h e  se rv i ce .  As such i t  m igh t  be 
app rop r i a t e  f o r  p r o p e r t y  owners t o  pay a  l a r g e r  share o f  th,e c o s t  o f  ope ra t i ng  
t he  t r a n s i t  system. 



Another  approach would be t o  use a  p o r t i o n  o f  t h e  revenue f rom a  m e t r o p o l i t a n  s a l e s  
t a x .  As i s  t r u e  o f  t h e  o t h e r  m e t r o p o l i t a n  s e r v i c e s  t h a t  m i g h t  be suppor ted 
th rough  a  s a l e s  tax ,  t h e  MTC b e n e f i t s  t h e  r e g i o n  as a  whole- - regard less of whether 
a  person owns p r o p e r t y  o r  n o t .  

F i n a l l y ,  i t  m i g h t  be d e s i r a b l e  t o  do bo th - - inc rease  t h e  share o f  o p e r a t i n g  revenues 
from t h e  p r o p e r t y  t a x  and use some o f  t h e  revenue f rom a  m e t r o p o l i t a n  s a l e s  t a x  
t o  s u p p o r t  t r a n s i t .  The a d d i t i o n a l  p r o p e r t y  t a x  revenue m i g h t  be used t o  pay 
c o s t  i nc reases  f o r  t h e  e x i s t i n g  system. Revenue f rom a  m e t r o p o l i t a n  s a l e s  t a x  
m i g h t  be used t o  suppor t  o t h e r  forms o f  r i d i n g  (e.g. commuter-vans, c a r  pools,  e t c . ) .  

* There c o u l d  be changes i n  t h e  way o u t l y i n g  areas a r e  served.  

Sma l le r  v e h i c l e s  r u n  by p a r t - t i m e  d r i v e r s  m i g h t  be more e f f i c i e n t  than  u s i n g  
l a r g e  buses and r e g u l a r  d r i v e r s .  Some exper iments w i t h  t h i s  approach w i l l  g e t  
underway d u r i n g  1980. Three White Bear Lake area communit ies began o p e r a t i n g  
t h e i r  own van t r a n s i t  s e r v i c e  on February 1  s t .  The s e r v i c e  w i l l  r e p l a c e  a  
demons t ra t ion  van system t h a t  was operated f o r  t h r e e  y e a r s  by t h e  MTC. Mem- 
bers  of t h e  Whi te  Bear Lake Area T r a n s i t  Cornmission expec t  t o  o p e r a t e  t h e  
s e r v i c e  f o r  s l i g h t l y  more than h a l f  t h e  c o s t  o f  t h e  MTC's van system. The MTC 
p lans  t o  r u n  a  s i m i l a r  system i n  Minnetonka. The F r i d l e y  City Counc i l  has con- 
s i d e r e d  b u t  r e j e c t e d  f o r  now t h e  i d e a  o f  s t a r t i n g  i t s  own l o c a l  t r a n s i t  system. 

Regular  r o u t e s  t o  o u t l y i n g  communit ies and some "crosstown" r o u t e s  m i g h t  be 
shortened. They c o u l d  be shor tened permanent ly o r  o n l y  d u r i n g  t h e  o f f - p e a k  hours.  
If t h e  r e d u c t i o n s  were permanent, con~muters would g e t  t o  t h e i r  f i n a l  d e s t i n a t i o n  
through some o t h e r  f o r m  o f  t r a n s i t ,  perhaps a  smal l  e r  v e h i c l e  o r  a  c a r  pool  . 
Fares c o u l d  be inc reased  so t h a t  they  were more r e f l e c t i v e  o f  t h e  t r u e  c o s t  of 
bus s e r v i c e ,  p r o v i d i n g  an i n c e n t i v e  f o r  r i d e r s  t o  seek ano ther  way t o  commute-- 
c a r  p o o l s  f o r  example. The 1979 f a r e  i n c r e a s e  was t h e  -same f o r  a1 1  r o u t e s .  As 
a  r e s u l t ,  r i d e r s  pay ing  t h e  r e g u l a r  f a r e  (30$) had t h e i r  f a r e s  inc reased  by 113rd--  
t o  40$. Those t r a v e l i n g  f rom zone 1  t o  zone 4  by express s e r v i c e  had t h e i r  f a r e  
inc reased  f rom 70$ t o  80$ o r  by o n l y  about  14%. 

I 11. Conc lus ions and Recommendations 

T h i s  i s  n o t  t h e  t i m e  t o  c u t  back on t r a n s i t  s e r v i c e .  

Cuts i n  t r a n s i t  s e r v i c e  should  be avo ided.  Wi th  g a s o l i n e  c o s t s  r i s i n g ,  and growing 
u n c e r t a i n t y  about f u e l  s u p p l i e s ,  maintenance and development o f  t h e  r e g i o n ' s  t r a n s i t  
system i s  i m p o r t a n t .  Wi th  each g a s o l i n e  p r i c e  inc rease ,  t r a n s p o r t a t i o n  by p r i v a t e  
au tomob i le  becomes 1  ess and l e s s  p r a c t i c a l .  Where p o s s i b l e ,  people w i  11 respond 
by c u t t i n g  down on t r a v e l .  They w i l l  a l so ,  however, seek o t h e r  means of t r a v e l i n g .  
W i t h i n  t h e  m e t r o p o l i t a n  area, t h i s  i s  l i k e l y  t o  be inc reased  demand f o r  t r a n s i t  
s e r v i c e s .  Furthermore,  pub1 i c  acceptance o f  t r a n s i t  i s  growing. Cuts i n  s e r v i c e ,  
a t  t h i s  t i m e  m i g h t  undermine what has a1 ready been accomplished w i t h  r e s p e c t  t o  
r i d e r s h i p .  As people  search f o r  a1 t e r n a t i v e  ways t o  t r a v e l  , we do n o t  want them 
t o  f e e l  any r e l u c t a n c e  about  u s i n g  t h e  t r a n s i t  system. As such, m a i n t a i n i n g  a  
c o n s t a n t  l e v e l  o f  s e r v i c e  i s  i m p o r t a n t .  



As t r a n s i t  expenditures r i se ,  they should be d i v ided  between (a) the  Twin C i t i e s  
comnuni ty and (b) s t a t e  government. 

Twin C i t i e s  res idents,  businesses and i n s t i t u t i o n s  benef i t  from t h e  t r a n s i t  
system. The vast  m a j o r i t y  o f  r i d e r s  are res idents  of t he  region. The routes 
make l o c a l  businesses and i n s t i t u t i o n s  more accessible thar they otherwise 
niight be. For these reasons, i t  i s  p e r f e c t l y  reasonable t o  expect residents, 
businesses and i n s t i t u t i o n s  t o  he lp  pay f o r  the t r a n s i t  system. 

It i s  i n  the  s t a t e ' s  i n t e r e s t  t o  support t r a n s i t  i n  the  met ropo l i tan  area because: 

* Through t r a n s i t  the  state's f u e l  supply can be used more e f f i c i e n t l y .  

* Many of the  soc ia l  and economic funct ior is which take p lace i n  the  Twin C i t i e s  
bu t  b e n e f i t  the e n t i r e  s t a t e  could not  take place w i thout  t r a n s i t  . . . increas- 
i n g l y  so i n  the  next  few years. The reg ion 's  t r a n s i t  system i s  an important  
p a r t  of i t s  i n f r a s t r u c t u r e .  Without t r a n s i t ,  many a c t i v i t i e s  now c a r r i e d  on i n  
the Twin C i t i e s  could no t  cont inue. The e f f e c t  would be s i m i l a r  t o  c u t t i n g  
back on the road system 1 i n k i n g  places i n  r u r a l  Minnesota. 

S ta te  government shoul d con t i  nue t o  f inance the expansion o f  t r a n s i t  service. 

This has been the  p o l i c y  w i t h  o ther  pub l i c  serv ices-- the s t a t e  o r  federal 
government has f inanced the  s ta r t -up  cos t  of a new pub l i c  serv ice.  Local 
res idents  have then assumed responsi b i  1 i t y  f o r  operat ing costs . The same 
p r i n c i p l e  should be app l ied  t o  t r a n s i t .  However, the nature of t he  "star t -up"  
cos t  i s  s l i g h t l y  d i f f e r e n t .  For t r a n s i t ,  s ta r t -up  cos t  inc ludes both the  cos t  
of purchasing vehic les and the  i n i t i a l  cost  o f  operat ing them. The i n i t i a l  
operat ing costs must be inc luded because the "new serv ice"  i s  not simply the  
a d d i t i o n  of more buses t o  the f l e e t .  Rather, i t  i s  defined by the  way these 
new buses are used. That decis ion i s ,  i n  many cases, more r i s k y  than the 
decis ion t o  purchase more equipment. 

The f i nanc ia l  r i s k  f o r  new serv ice  i s  high, compared w i t h  t h a t  on es tab l ished 
routes. New serv ice  usua l l y  requires a r e l a t i v e l y  h igh passenger subsidy . . . 
mainly because r i d e r s h i p  i s  l i k e l y  t o  be low a t  the  s t a r t .  I t  may n o t  p i ck  up 
f o r  several months. And, perhaps, i t  never w i  11. 

It would be un fa i r  t o  ask r i d e r s  on establ ished routes t o  pay the s ta r t -up  
costs associated w i t h  new serv ice.  Furthermore, i t  i s  u n l i k e l y  t h a t  there  would 
be very much incen t l ve  t o  add new serv ice,  o r  t o  experiment w i t h  a l t e r n a t i v e  
forms of t r a n s i t ,  i f  i t  was necessary t o  f inance improvements w i t h  money from 
the fare box o r  w i t h  revenue from a l o c a l  t a x  source. To s t imu la te  any rea l  
innovation, s t a t e  and federa l  f inanc ing w i l l  be needed. That has genera l ly  
been the  case f o r  o the r  p u b l i c  serv ices.  T r a n s i t  i s  no exception. 

Of p a r t i c u l a r  concern t o  s t a t e  government a t  t h i s  t ime should be improvements 
i n  t r a n s i t  serv ice- - tha t  i s ,  adding new bus routes, lengthening e x i s t i n g  routes, 
o r  increas ing the  number of buses on e x i s t i n g  routes. 

The MTC has proposed some improvements i n  service, p r i m a r i l y  increas ing the  
number of buses on e x i s t i n g  routes and t o  a much lesser  extent,  the  add i t i on  
of new routes. These add i t ions  complement the  MTC's e x i s t i n g  network of routes. 
As such, they seem appropr iate.  



The MTC's improvements do not ,  however, address the problem of se rv i ce  t o  
o u t l y i n g  communities. The same forces t h a t  a re  pushing-up demand fo r  t r a n s i t  
serv ice  i n  the f u l l y  developed p a r t s  o f  t he  reg ion  are a l so  a t  work i n  o u t l y i n g  
commun i t i e s  . 
Experience, wh i l e  1  i m i  ted, i nd i ca tes  t h a t  the  MTC cannot serve these communities 
e f f i c i e n t l y .  As the  League observed i n  i t s  1977 statement, the  MTC's expe r t i se  
i s  i n  p rov id ing  day-long, 1  arge veh ic le  serv ice .  To serve o u t l y i n g  communities 
e f f i c i e n t l y  and e f f e c t i v e l y  w i l l  r e q u i r e  more f l e x i b i l i t y  n o t  on ly  i n  the  type 
of veh i c le  bu t  a l so  i n  scheduling. 

To t h i s  end, the  1980 Leg is la tu re  should assign r e s p o n s i b i l i t y  f o r  t r a n s i t  
se rv i ce  i n  o u t l y i n g  co~nniuni t i e s  t o  l o c a l  governments. The Leg is la tu re  should 
prov ide  o u t l y i n g  c o m u n i t i e s  w i t h  spec ia l  funds f o r  p lanning and then operat ing 
f o r  a  t r i a l  pe r i od  a l t e r n a t i v e  forms o f  t r a n s i t .  These a l t e r n a t i v e s  should 
be designed t o  p rov ide  commuter se rv i ce  as w e l l  as t r a n s i t  dur ing  the  off-peak 
hours. 

The Twin C i t i e s  community, a t  l e a s t  f o r  the  immediate future,  should pay f o r  
i n f l a t i o n - r e l a t e d  increases i n  the cos t  o f  se rv i ce  once i t  has been establ ished.  

Once a  rou te  o r  se rv i ce  becomes a  p a r t  o f  the  t r a n s i t  system ( i  .e., once i t  i s  
establ ished) ,  increases i n  opera t ing  costs should be pa id  f o r  by Twin C i t i e s  
area res idents .  They are the  p r i n c i p a l  b e n e f i c i a r i e s  of the  system. As such, 
they should pay f o r  i t s  upkeep. Furthermore, l o c a l  f i nanc ing  of cos t  increases 
w i l l  keep pressure on t r a n s i t  operators t o  c o n t r o l  t h e i r  costs. If the i n -  
creases were p a i d  by the s ta te ,  there  would probably be s u b s t a n t i a l l y  l ess  
pressure on the managers o f  the  t r a n s i t  systeni t o  con t ro l  t h e i r  costs.  This  
P o l i c y  ( i  .e., t h a t  the  Twin C i t i e s  community pay f o r  i n f l a t i o n - r e l a t e d  cos t  
increases)  should be used f o r  the remainder o f  the cu r ren t  biennium. 

The Twin C i t i e s  community should d i v i d e  - the l o c a l  cos t  of t r a n s i t  between (a)  1 
Par t  of t he  increased cos t  o f  opera t ing  the system should be p a i d  through fares, 
i n  p a r t  through a  general t a x  levy .  A l l  Twin C i t i e s  res idents  bene f i t  from the  
t r a n s i t  system. Riders r e a l  i ze the  most d i r e c t  b e n e f i t .  However, people us ing 
o ther  forms o f  t ranspor ta t i on  b e n e f i t  because s t r e e t s  and highways are  l ess  
congested. Merchants, employers and entertainment entertainment en terpr ises  
b e n e f i t  because t r a n s i t  makes them more accessible. Furthermore, the  popu la t ion  
i n  general b e n e f i t s  through reduced a i r  po l  1  u t i o n  and energy saving. 

The Leg is la tu re  shoul d  ask the  Metropol i tan Counci 1  f o r  a  speci f i c recomendat ion 
regarding the share o f  the  l o c a l  cos t  t h a t  i s  t o  be p a i d  through the  farebox 
and the  share t h a t  i s  t o  be ra i sed  through a  t a x  source. The Met ropo l i tan  
Counci l  i s  the  pol icy-making body f o r  the  region. As such, the assignment i s  
appropr iate.  

Pa r t  o f  t he  cos t  increase due t o  i n f l a t i o n  should be covered through fare increases. 

A t  t h i s  t ime, i t  does no t  seem unreasonable t o  have one-ha1 f of the  cos t  increase 
due t o  i n f l a t i o n  p a i d - f o r  through f a r e  increases. However, over t ime, i t  



might  be desi reable t o  change t h i s .  The Met ropo l i tan  Counci 1 should moni tor  
: the  impact o f  a 50/50 p o l i c y  and make recomnendations accordingly .  

Fare increases should be s t ruc tu red  according t o  the f o l  lowing p o l i c i e s :  

- - A t  l eas t ,  i n i t i a l l y ,  f a r e  increases should apply t o  peak hours only .  This  
w i l l  serve as an i n c e n t i v e  f o r  g rea ter  and, there fore ,  more e f f i c i e n t  use 
of t he  system dur ing  the  off-peak hours. 

--Increases should be based on a uni form percent o f  the  cu r ren t  fares, r a t h e r  
than a f l a t  r a t e .  For example, i f  the  base f a r e  was increased t o  50 cents 
o r  by 25%, a1 1 o the r  f a r e s  should a l so  be increased by 25%. Th is  approach 
t o  fare increases w i l l  i nsu re  t h a t  a1 1 r i d e r s  pay t h e i r  f a i r  share of t he  
c o s t  of i n f l a t i o n .  By cont ras t ,  a f l a t  r a t e  increase assumes t h a t  t he  
increase i n  opera t ing  costs i s  the  same d o l l a r  amount regardless of the  
route.  This  i s  no t  t h e  case. Some routes are more expensive than others. 
The use o f  a uniform percentage increase i n  fa res  would r e f l e c t  cos t  
differences, a t  l e a s t  i n  p a r t .  

Perhaps the  most equ i tab le  approach t o  f a r e  increases would be t o  use a 
s l i d i n g  scale . . . some fa res  might  increase by 10% and o thers  by 15% o r  
20%, depending upon ac tua l  cos t  increases. As the  Leg is la tu re  considers a 
long-term p o l i c y  f o r  f i nanc ing  the  MTC, cons idera t ion  might  be given t o  us ing 
t h i s  approach t o  fare increases. 

- - S i g n i f i c a n t  discounts should be provided t o  regu la r  and f requent  r i de rs .  
The Twin C i t i e s  community b e n e f i t s  i n  several ways through increases i n  t h e  
number o f  regu la r  r i d e r s .  Energy i s  saved. The t r a n s i t  system can operate 
more e f f i c i e n t l y .  I t  i s  eas ie r  t o  p lan  f o r  new serv ice.  And, more people 
w i l l  be paying f o r  t r a n s i t  through monthly passes. As the  use of these passes 
increases, i t  becomes more f e a s i b l e  t o  have gradual f a r e  increases. The 
c o s t  of the  pass can be increased by a cent  o r  two. Small increases of t h i s  
type are n o t  feas ib le  through the  fare box. 

If the L e g i s l a t u r e ' s  long-term pol i c y  c a l l s  f o r  regu la r  fare increases, then the  
f i nanc ia l  burden on 1 ower-income r i d e r s  w i  11 increase. I n  a n t i c i p a t i o n  of t h i s ,  
a p.1 an s houl d be developed t o  prov ide cost- re1 i e f  fo r  1 ower-i ncome r i d e r s  . 
Local t a x  sources should be used t o  r a i s e  the  remainder o f  cos t  increases due t o  
i n f l a t i o n .  

A t  present, a met ropo l i tan  proper ty  t a x  i s  used t o  support some of t he  operat ing 
costs of the Twin C i t i e s '  t r a n s i t  system. Property  t a x  revenue i s  a l so  being used 
t o  he lp  pay c a p i t a l  costs. I n  t h e  absence o f  any major change i n  the  p o l i c y  f o r  
MTC f inancing, we would expect t h i s  t o  continue, p a r t i c u l a r l y  because growing 
use of the t r a n s i t  system wi  11 prov ide  major b e n e f i t s  t o  proper ty  loca ted  on o r  
near t r a n s i t  routes. 

Because of the way proper ty  t ax  i s  l e v i e d  and co l lec ted ,  and increase i n  the  t a x  
a t  t h i s  t ime would n o t  prov ide a d d i t i o n a l  revenue f o r  t he  MTC u n t i l  1981. To meet 



the  MTC's 1980 revenue needs, the  Leg is la tu re  might ~iiake an emergency one-time 
appropr ia t ion  t o  the  MTC. By a l lowing the  MTC t o  l evy  a t  twice i t s  regu la r  r a t e  
fo r  one year, the  s t a t e  could be repa id  f o r  1980 emergency appropr iat ion.  

I n  the  C i t i zens  League's 1979 statement about metropol i tan finance, the  League 
i d e n t i f i e d  some concerns i n  the  Twin C i t i e s  community regarding metropol i tan 
property tax  l ev ies ,  i nc lud ing  the one f o r  t r a n s i t .  If l e g i s l a t o r s  share these 
concerns, then, as an a l t e r n a t i v e  t o  the  propperty tax  levy,  a  metropol i tan general 
sales t a x  should be considered. Pa r t  o f  the revenues from t h i s  k ind  of t ax  could 
be used t o  f inance the  MTC's an t i c ipa ted  operat ing d e f i c i t s  f o r  t he  remainder of 
the  biennium. 

The Leg is la tu re  should develop a  procedure f o r  continuous and systematic moni tor ing 
of p o l i c y  fo r  f inancing the  MTC. 

For a  number o f  reasons, the  MTC's f inances are  extremely s e n s i t i v e  t o  i n f l a t i o n .  
I n  the  l a s t  twelve months alone, the operat ing costs as we l l  as the  demand f o r  
serv ice  have changed dramat ical ly .  Act ion taken by the  Leg is la tu re  i n  1980 i s  no t  
l i k e l y  t o  permanently solve the  MTC!s f i n a n c i a l  problems. I n  fact, i t  could have 
q u i t e  the  opposite e f f e c t .  I f  i n f l a t i o n  pers is ts ,  then the  burden on r i d e r s  and 
l o c a l  taxpayers could become excessive. I n  short ,  the system's finances need 
t o  be watched c a r e f u l l y .  As costs increase, the Leg is la tu re  must be prepared to:  

--Accept the  increases and then devise some method o f  spreading the  cost  between 
r i de rs ,  l o c a l  taxpayers and the  s ta te .  

--And/or work t o  reduce costs by c u t t i n g  serv ice  o r  by seeking methods of 
p rov id ing .  t r a n s i t  serv ice  more e f f i c i e n t l y .  

With an es tab l ished system fo r  overs ight ,  the  Legis lature--wi  t h  the assistance of 
the  Met ropo l i tan  Counci 1--shoul d  be able t o  t a i  l o r  i t s  p o l i c i e s  f o r  f inancing t r a n s i t  
t o  r e f l e c t  changes i n  operat ing costs and demand fo r  serv ice.  


