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ShRInkIng budgetS are a fact of 
life. gone are the days of government 
largesse and huge capital reserves. As 
tax revenues drop and outside funding 
dries up, public entities are facing 
difficult decisions about how to allocate 
less and less money to everything from 
education to homeland security.

transit authorities are not immune to
these budget pressures. Indeed, transit
officials face the same tough trade-offs 
as their counterparts at other state and 
local agencies. the problem was laid 
out starkly in a 2003 report by the 
national Center for transit Research 
at the Center for urban transportation 
Research at the university of 
South Florida:

A weak economy has produced a
double whammy for most transit
agencies to deal with: reduced 
agency revenues caused by 
declining sales taxes and reduced 
ridership/farebox revenues due to 
higher unemployment. Revenues 
have decreased at the same 
time as liability and health care 
insurance costs have climbed. And 
post September 11, 2001 security 
concerns have added new financial 
burdens. In many cases, state 
budgets are in even worse shape 
than local budgets; hence relief for 
transit agencies is rarely found from 
that level of government.

Since then, ridership on local bus and
light rail systems has gone up 
substantially in some cities, including 
denver and Washington, d.C., due 
at least in part to changing commuter 
behavior as a result of skyrocketing 
gasoline prices. Still, increased
ridership is no panacea.

So what’s your transit authority to do
when costs are rising and your budget 
isn’t keeping pace?

“there are a tremendous number of
actions that transit authorities can do to
reduce costs and generate revenues,” 
says Joel Volinski, director of the 
national Center for transit Research 
at the Center for urban transportation 
Research and author of Lessons 
Learned in Transit Efficiencies, Revenue 
Generation, and Cost Reductions.

At the top of Volinski’s list is risk
management. “every transit agency 

should look at its safety record and 
take steps to provide a safe workplace 
for employees and to minimize 
accidents,” he says. Improvements 
in on-the-job safety can mitigate the 
risk of injury and lessen workman’s 
compensation expenses. A drop in 
accidents, meanwhile, should reduce 
the number of lawsuits you face—not to 
mention costly payouts.

Lessons Learned looks at strategies that
range from improved management of
internal processes to partnerships and 
ad sales. here are a few of the many 
strategies Volinski highlighted for Public 
Domain that transit agencies have 
successfully implemented to either save 
money or generate new funds:

• Reducing energy costs, including
looking at how work is scheduled 
and how well facilities are insulated.

• Analyzing the productivity of
individual bus or light rail routes. 
Volinski told Public domain it’s 
important for transit authorities 
not only to look at longterm 
performance but also to break 
down a route by hour of the day 
and segment of the route. “A 
number of agencies have dropped 
their costs by up to 5 percent 
while impacting only a very small 
number of passengers,” he says.

• Minimizing deadhead miles.
Volinksi pointed out that a transit 
authority could save tens of 
thousands of dollars by relocating 
the point from which a bus is 
first dispatched.

• Accepting paid advertising.
Ad revenue takes many forms, 
from on-the-bus advertising 
to billboards on bus shelters 
to motion picture displays in 
underground rail tunnels. new 
York, Atlanta and Chicago transit 

authorities have experimented with 
the new motion picture displays. 
tunnel advertising is expected to 
generate over $100,000 for the 
Washington Metropolitan Area 
transit Authority this year and up 
to $700,000 in fiscal year 2007.

• Selling naming rights. Sports
arenas aren’t the only facilities 
with corporate logos on them—
the concept of naming rights 
has come to the transit world. 
the naming rights to tampa’s 
streetcar system were sold to the 
tampa electric Company for $1 
million, and the naming rights to 
individual stations and streetcars 
are also up for sale.

• Seeking expertise. Volinski told
Public Domain about a transit 
authority that went looking for a 
company to purchase its risk. the 
agency had stockpiled $7 million 
to pay accident costs and serve as 
a hedge against lawsuits; it found 
a company willing to assume 
that liability for $5 million. “the 
transit agency saved $2 million,” 
says Volinski. “there’s expertise 
out there to help transit agencies 
broker better deals for insurance 
and to do things more efficiently.”

• Partnering with universities. 
A number of transit authorities 
have entered into agreements 
with local universities to provide 
a universal transit pass to every 
student in return for an annual 
fee from the university. transit 
authorities get money up front—
and an opportunity to introduce 
students to a transit system that 
they’ll hopefully continue to 
use once they’re out of school. 
universities, meanwhile, like the 
idea of an alternative to more 
cars on campus.
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the final word goes not to Volinski
himself, but to what he wrote after 
surveying transit authorities for Lessons 
Learned. the report points out “one-
sixth of the nation’s economy is based 
on transportation functions. It should 
be no wonder that there are linkages 
to explore and relationships to build. 
transit agencies can leverage their 
capital, their service, their ability to link 
people to places and their goodwill to 
establish new opportunities to reduce 
costs or generate revenue…Sometimes 
all they need to do is ask.” u
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The Denver Regional Transportation District’s mission is to 
meet “constituents’ present and future public transit needs 
by offering safe, clean, reliable, courteous, accessible and 
cost-effective service throughout the district.” While that 
mission has never been in jeopardy, achieving it in recent 
years has required creativity and patience on the part of both 
employees and riders.

Like many transit authorities, the Denver Regional 
Transportation District (RTD) faced a major decrease in sales 
tax receipts during the recession that hit the U.S. economy 
after September 11th. Funding from tax receipts fell from 
$224 million in 2001 to $210 million in 2003. It wasn’t 
until 2005 that tax receipts finally exceeded 2001 levels.

According to Joe Smith, RTD’s Senior Manager of Finance, 
service increases on the system’s fixed routes remained flat, 
and a number of capital expenditures were put on hold. Work 
on a 19-mile long, $879 million light rail corridor continued, 
however, thanks in part to the District’s issuance of $339 
in sales tax bonds and a $525 million Full Funding Grant 
Agreement from the Federal Transit Administration (FTA). 
In addition, RTD opted to use its FTA 5307 funds for capital 
maintenance. “Instead of tying up federal funds waiting for 
buses to arrive, the District purchased its buses through debt 
financing and on a pay-as-you-go basis,” says Smith.

Smith notes that the transit authority relied on a combination 
of wage freezes and fare increases to sustain itself during the 
past few years. “We negotiated a contract with our unions to 

hold wages steady from March 2003 through March 2006,” 
explains Smith. “While represented employees at the top of 
the pay scale saw no increases, those making less money 
continued to receive their contract progression increases.”

Regarding fare increases, Smith notes “fares were 
restructured in March 2002. Bus and light-rail fares were 
decreased $0.15 during peak hours, but increased $0.35 
for non-peak hours. The District then increased local fares 
annually on January 1 to $1.50 as of January 2006.” By 
the end of 2005, fare box receipts were up 23.3 percent-and 
ridership had gone up 5.3 percent when compared to year-
end 2001.

Another cost-saving measure RTD relies on is contracted-out 
services. Fifty percent of the system’s fixed route and access-
a-Ride services are contracted out. All components of service,
including personnel, maintenance, facilities, and facilities 
maintenance, are run by outside contractors. Contracting 
services has resulted in major cost savings while allowing RTD 
to continue to provide quality service to the public. 

Although the economy is looking up and the transit 
authority’s revenue stream has improved considerably, RTD 
is not out of the woods. “Our challenge today is how to deal 
with increased diesel fuel prices,” says Smith. “We were 
paying $0.87 per gallon in 2003 and $1.99 per gallon 
today. We could be over $2.75 per gallon in 2007-and every 
penny increase translates into $100,000 in budget outlays.”
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