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Executive Summary

of the Southeastern Pennsylvania Transportation Authority (SEPTA), the
a Economy League (PEL) (1) examined trends in recent state contributions to
transit and (2) estimated total income tax revenues paid to the State of

and City of Philadelphia, by persons using the SEPTA system to commute to

‘at the state’s general fund, PEL finds that mass transit subsidies fared poorly
other functions. Mass transit subsidies have not increased in line with the

[ fund budget; when inflation is taken into account, mass transit subsidies have
ased. However, when examining all state funds (general fund plus special

inds that new FY92 special fund tax revenues dedicated to mass transit bring
ge increases in mass transit subsidies over the average increases in some other _
‘when compared for five years. ' o

produced a new base of state money for transit agencies, significantly
funding situation of transit in comparison with other spending categories
nd FY92.! Since FY92 this base has not increased. The result is that,
last five years, urban mass transit appears to fare relatively well in terms of
ontributions with funding expanding at about the total state. However, since
ate contributions to mass transit have not increased as much as other

gories. In fact, state contributions have decreased when the effects of

aken into account.

d part of the study, PEL estimates the income tax revenue generated by

wters to the State of Pennsylvania and the City of Philadelphia. In providing

n Philadelphia and its suburbs, SEPTA is a major facilitator of income
Southeastern Pennsylvania. PEL estimates that in 1993 SEPTA commuters
imately $386 million in income tax revenues to the State ($147.4 million) and *
million) governments.

Ivania, P. L. 238, Number 26, August 5, 1991. ’




state transit subsidies compared with trends in other
state expenditures

or urban mass transportation from the state’s general fund have remained static
ive years. Tables | and 2 below show that in FY90, the total subsidy for
ansit was $229,366,000. By ¥Y94, the subsidy grew to only $233,377,000,
 percent. All of the growth occurred between FY90 and FY91 when the
by 2.4 percent. Since FY91 the subsidy has actually declined in each

by somewhat under 1 percent per year.

Tabie 1
- State Transit Subsidies vs. Selected State Expenditures
General Fund
(Dollars in Thousands)
FY90 FY91 FY92 FY93 FY%4
Expenditure Actual Actual Actual  Available Budget
‘Corrections 345,554 405,211 453,194 500,423 624,279
Education 5,498,648 5720482 6210383  6,169.421  6.351,425
ental Resources 200,568 186,044 197,197 208,407 222,574
" Health 174,810 153,100 175,947 197,665 199,501
Public Welfare 3477401 3,927,115 4,410,179 4,748,659 5016227
ransportation 229,366 234,893 233,573 233,546 233,377
Total 11,820,132 12,421,264  13,755804 14,184,745 14,914,326 |
Table 2 ‘
State Transit Subsidies vs. Selected State Expenditures !
General Fund :
Annual Percent Change '
L FY90 to
Expenditure FY9] FY92 FY93 FY94 FY94 :
orrections 17.26% 11.84% 10.42% 24.75% 80.66%
‘Education 4.03% 8.56% -0.66% 2.95% 15.51%
ntal Resources -7.24% 5.99% 5.68% 6.80% 10.97%
. Health ~12.42% 14,92% 12.34% 0.93% 14.12%
ublic Welfare 12.93% 12.30% 7.67% 5.63% 44.25%
ansportation 2.41% -0.56% -0.01% -0.07% 1.75%

Total 5.09% 10.74% 3.12% 5.14% 26.18%




‘below detail the expenditure trends while taking into account the effects of
 controlling for inflation, the general fund subsidy to urban mass transit

se since FY90. In real terms (constant dollars), the subsidy declines every
90 at an annual rate of approximately 3 percent. In FY94, the budgeted
transit is 12 percent lower, in real terms, than the subsidy in FY90,

Table 3
~'State Transit Subsidies vs. Selected State Expenditures
: General Fund in 1990 Dollars

(Dollars in Thousands)

FY90 FY91 FY92 FY93 FY94
Actual Actual Actual  Awvailable Budget
345,554 382,296 413,936 444,446 539,541

5,498,648 3,396,990 5,672,408 5479311 3,489,297

“Total 11,820,132 11,718,845 12,564,206 12,598,042 12,889,890

93 dollar amounts adjusted for changes to the Philadelphia regional CPI for the
June, 1993. FY94 dollar amounts adjusted for changes in the regional CPI for the
eptember, 1993,

Table 4
State Transit Subsidies vs. Selected State Expenditures
General Fund-Constant Dollars

200,568 175,523 180,115 185,095 192,362

174,810 144,442 160,706 175,554 172,421
3,477,401 3,705,038 4,028,147 4,217,475 4,335,336

229,366 221,610 233,340 207,422 201,699

Annual Percent Change
FY90 to
FY91 FY92 FYe3 FY94 FYo4
10.63% 8.28% 7.37% 21.40% 56.14%
-1.85% 5.10% -3.40% 0.18% 0.17%
-12.49% 2.62% 2.76% 3.93% -4.09%
-17.37% 11.26% 9.24% -1.78% -1.37%
6.55% 8.72% 4.70% 2.79% 24.67%
-3.38% ~3.73% 2.77% 2.76% -12.06%
-0.86% 7.21% 0.27% 2.32% 9.05%




o the mass transit subsidy, expenditures in the general fund as a whole and in ;
ant expenditure categories have increased, at least in nominal dollars. Table L
between FY90 and FY94 total expenditures in Pennsylvania’s general fund .k
b more than 3 percent every yvear. For the period as a whole the total general
re is over 26 percent higher in FY94 than it was in FY90. The biggest
gse years are corrections and public welfare. Expenditures in these

eased by over 80 percent and 44 percent, respectively.

lar terms, mass transit was not alone in suffering real declines in

Spending for environmental resources, health, and education is lower in
FY90 when inflation is taken into account. However, none of these

fT éd as large a decrease as mass transit. Real spending declines in these
nge from a high of just over 4 percent for environmental resources to a low
ent for education. Mass transit’s decline is just over 12 percent. In addition,
“of the general fund budget decreased in real terms total expenditures

what misleading to compare state mass transit subsidies to other

looking simply at the state’s general fund budget. In 1992, Pennsylvania
taxes that produced additional revenues dedicated to supporting mass
moneys are grants to the state’s mass transit authorities on top of the basic
provided through the general fund. Most of the funds generated through the
re earmarked for capital improvements to the mass transit system. As such
o the general fund subsidy designed to support mass transit operations.
ent of the funds allotted to SEPTA are available for operations and 50
funds allotted to other transit agencies are available to support operations.”

ted in the analysis of the general fund. Combining state expenditures for all
hat mass transit fared better than most other categories during the past five
cf'ﬁj_r__iding from the state.

om $229,366,000 in FY90 to a budgeted $302,877,000 in FY94, a 32

n nominal dollars. By comparison, total state spending increased just

luring the same period. Among major spending categories, urban mass
d better than education, environmental resources, and health in

state support. Compared with the expenditure increases in public

it) and corrections (81 percent), however, urban mass transportation did _ S

ap: 13, Public Transportation Assistance, section 1311: 330. Opcrations spending is
-nance in the Public Transportation Assistance Act.




: Table 5
State Transit Grants and Subsidies vs. Selected State Expenditures

state operating subsidy for mass transit increased by 14 percent

a decline in real dollar state spending, while expenditures for

Table 7
eT _ansit Grants and Subsidies vs. Selected State Expenditures

d FY94. During this period, education, environmental resources, and

blic welfare increased substantially more than those for mass transit.
g between FY90 and FY94 increased by 4 percent in real terms (Tables

All Funds

{Dollars in Thousands)
FY90 FY91 FY92 FY93 FY9%4
‘Expenditure Actual Actual Actual  Awvailable Budget
- Corrections 345,554 405211 453,194 500,423 624,279
"Education 5,500,433 5725238 6,212,118 6,171,204 6,353,229
al Resources 200,568 186,044 197,197 208,407 222,574
. Health 174,810 153,100 175,947 197,665 199,501
Public Welfare 3,601,401 4,050,040 4,453,777 4,794,659 5,045,227
ransportation 229,366 234,893 303,073 284 846 302,877
Total 14.478,538 15,111,761 16247911 16,657,133 17,423,832

Table 6
ate Transit Grants and Subsidies vs. Selected State Expenditures
All Funds

Annual Percent Change
. FY90 to
Expenditure FY9l FYS92 FY93 FY94 FY%4
Corrections 17.26% 11.84% 10.42% 24.75% 80.66%
4.09% 8.50% -0.66% 2.95% 15.50%
-7.24% 5.99% 5.68% 6.80% 10.97%
-12.42% 14.92% 12.34% 0.93% 14.12%
12.46% 9.97% 7.65% 5.23% 40.09%
2.41% 29.03% -6.01% 6.33% 32.05%
4.37% 7.52% 2.52% 4.60% 20.34%




All Funds in 1990 Dollars

(Dollars in Thousands)
_ FY90 FY91 FY92 FY93 FY%4
‘Expenditure Actual Actual Actual  Available Budget
345,554 382,296 413,936 444 446 539,541
5500433 5401477 5673993 5,480,894 5,490,856
200,568 175,523 180,115 185,095 192,362
174,810 144,442 160,706 175,554 172,421
3,601,401 3,821,011 4,067,968 4,258,329 4,360,399
229,366 221,610 276,819 252,983 261,765

Total 14478,538 14,257,195 14340434  14,7933869 15,058,761

FY93 dollar amounts adjusted for changes o the Philadelphia regional CPI for the
une, 1993. FY94 doliar amounts adjusted for changes in the regional CPI for the
eptember, 1993.

All Funds in Constant Doilars

Annual Percent Change
FY90 1o
penditure FY91 Y92 FY93 FY94 FY94
“orrections 10.63% 8.28% 1.37% 21.40% 56.14%
iducation -1.80% - 5.05% -3.40% 0.18% 0.17%
| Resources -12.49% 2.62% 2.76% 3.93% -4.09%
Health -17.37% 11.26% 924%  -L78% -1.37%
c Welfare 6.10% 6.46% 4.68% 2.40% 21.08%
portation -3.38% 24.91% 8.61% 3.47% 14.13%
Total -1.53% 4.09% 0.31% 1.79% 4.01%

son of state spending for urban mass transit with state spending for
Iso.be misleading. The increase in mass transit spending occurred

the introduction of the new tax revenues. In the two fiscal years

ere introduced, spending for mass transit operations declined in real
ercent in FY93 and increased by 3.5 percent in FY94. Since FY92

ansit operations has decreased by 5.4 percent in real dollars. During

te spending has remained even with inflation and has increased in real ~
tal resources, health, public welfare, and corrections.




e and Local Income Tax Revenues from SEPTA Riders

vania Economy League estimated income tax revenues produced by SEPTA
tate and local governments in the following manner. First, SEPTA ridership
gregated to identify the number of workers carried by the system on an average
1, the income level of workers carried by regional rail and the other parts of

is estimated from marketing studies conducted by SEPTA. Third, the
5 were translated into tax revenues for the State of Pennsylvania and the City
shia by applying the appropriate rates.

ip in 1993 was affected by SEPTA’s railworks project, an unusual

hat will not be replicated in the next few years, PEL generated ridership and
ates for the last five years. This perspective provides a better estimate of the
rkers transported by SEPTA in usual circumstances. It allows for the

f “Railworks” impact on ridership and for tracking work-related ridership and
ds

-gstimate, direct figures for workers transported daily and income were not
L. PEL estimated these figures from SEPTA ridership reports, 1990

nd SEPTA surveys of trailpass and franspass users. The resulting tax
should be valid as general indicators of the revenue generated by SEPTA
r, due to the fact that the figures were generated through a series of
recise numbers should be quoted with some caution.

es of the daily number of workers transported by SEPTA’s regional rail

the last five years are shown in Table 9. PEL divided workers transported by
en the regional rail system and all the other divisions in order to make use of
information available through surveys of Transpass and Trailpass users.
hese estimates in the following manner. First, the average number of daily
or-the regional rail system was calculated by taking the reported number of
regional rail and dividing by a factor derived from the 1993 relationship

| annual linked trips and average daily linked trips reported by SEPTA.

se daily linked trips were multiplied by the percentage of such trips
work-related by SEPTA. In the case of the regional rail system, 85

the average daily trips are estimated to be work-related. Finally, the resulting
ork trips was divided by 2, assuming that each worker makes two work-

3

per day.”

nnsylvania Transportation Authority, Ridership and Statistics Report, Fiscal Year 93: 7.




Table 9
Workers transported by SEPTA
Regional Rail v. Other Systems

1989 1996 1991 1592

84,4138 85,250 81,511 73,877

71,755 72,462 69,285 62,79

ransported by SEPTA
35878 36231 34642 31,398

the number of workers transported by SEPTA Regional Rail has

ly since 1989, Much of this can be attributable to “Railworks.” The
- average about 35,000 workers transported daily by the regional rail
/0 years of Railworks, the number of workers using the regional rails
ximately 31,000 in 1992 and 28,500 in 1993,

er-related ridership statistics was estimated by PEL in order to
evenues. The second set of statistics divides worker-riders by

enter City Philadelphia as opposed to all other locations. PEL estimates
81 percent of rail commuters have Center City Philadelphia as their
This figure is based on SEPTA’s FY93 ridership report which shows

f the regional rail commutes have Center City Philadelphia as the

nia Transportation Authority, Ridership and Statistics Report, Fiscal Year 93:

1593

67,081

57,019

28,509




Table 10
Workers transported by Regional Rail
Destination

1989 1990 1991 1992 1993
transported by SEPTA
: 35878 36,231 34,642 31,398 28,509

ting to Center City 81.06%  81.06% 81.06% 81.06%  81.06%

ported by Regional Rail
29,084 29,370 28,082 25,452 23,111

orted by Regional Rail -
e 6,794 6,861 6,560 5,945 5,398

he calculation of workers transported by SEPTA divisions other than
ollowing the procedure described above for calculating workers

ional rail, PEL first estimated the number of daily linked trips for the

for the years 1989 through 1993. Next the number of average daily
sions other than regional rail was determined by subtracting the number
rail trips from the totals for the system. Average daily work trips are
plying the estimated ratio of work trips to total trips as reported by

1990 US Census. The percent of all trips estimated to be work-related is
lly the number of average daily work trips is divided by 2 to determine the
transported by the non-regional divisions.

Table 11
Workers transported by Other Divisions

1989 1990 1991 1992 1993

850,910 804,848 760,147 738,687 724,000
evated, Light Rail, Trackless) 766,492 719,598 678,636 664,810 = 656,919
iated, Light Rail, Trackless) 459,895 431,759 407,182 398,886 394,152

ported by SEPTA
d, Light Rail, Trackless) 229,948 215,879 203,591 199,443 197,076




ith the question of work destination for workers transported by SEPTA’s
Rather than identifying the portion of commuters headed for Center

's FY93 Ridership Report, the City Transit Division is responsible for
total passenger trips in the entire system excepting regional rail.’
entage to the estimated workers transported by SEPTA’s non-regional

he years 1989 to 1993 produces the estimated workers using mass transit

Table 12
Workers Transported by Other Divisions
Destination

1989 19%0 1991 1992 1993

ers transported by SEPTA.
levated, Light Rail, Trackless) 229,948 215879 203,591 199,443 197,076

92.11%  92.11%  92.11% 92.11% 92.11%

211,806 198,848 187,529 183,708 181,528

ransported by SEPTA ‘
ed, Light Rail, Trackless)
= 18,142 17,032 16,062 15,735 15,548

vania Transportation Authority, Ridership and Statistics Report, Fiscal Year 93:

10




ax Revenues

yer 1993 of Trailpass and Transpass users The Trailpass survey '
hic information about riders using the regional rail system, while the
entifies the demographic features of regular riders on other divisions.

ks respondents to identify their annual household income. Unfortunately,
¢ does not identify the wage or income of the worker-rider that we are
er it identifies the income of the entire family that the worker-rider is a
re, household income in many instances will include both the income of
and possibly the spouse of the worker-rider in effect double counting the 3
of the worker-rider for our purposes, particularly if both work in Center :

the household income figures in the SEPTA surveys, PEL had to divide

pe, L.e. two-earner households versus single-earner units, male-headed
SuS; female-headed ones, etc. Dividing households by type identifies the
/hose individual incomes essentially equaled their household incomes as
nber of riders for whom individual income is only part of the household
s._purpose the relevant categories are family households with two earners,
w1th one earner, single adult male households, and single adult female

ouseholds by type using information from the US Bureau of the Census.
entify the distribution of household types for the entire United States.
stribution to SEPTA rider households, assuming that the SEPTA

he national distribution.

iding households by type, PEL also calculated the median income for ‘
¢ of household. The SEPTA surveys identify median household :

rtypes. Median incomes for riders from different household types can

ng the relationship between the US median income for a specific ‘

the US median for all households then applying the subsequent ratio

ome for all SEPTA rider households. For example, the median income i

amily ‘households in 1991 was $30,075 compared to the median income

$30,126. The resultant ratio for single-earner families to all

1y less than 1.0. The median income for SEPTA Trailpass users is

g the ratio of just under one for single-earner families gencrates a

__e of $62,394 for regional rail rider-workers from single-earner -

urvey of Trailpass users is employed to develop the base from which an
come from workers transported by the regional rail system can be made.
re identified by household tvne. The number of SEPTA commuters in each
ory Is calculated for the years 1989 to 1993 by dividing the number of
ctermined in Table 9 by the proportion of each household type found




5-:a whole. For each household type a median income figure is calculated.
estlts of the survey using the technique detailed above.

Table 13
Regional Rail Ridership Income Profile

Average SEPTA Commuters
Salary 1989 1990 1991 1992 1993
66,583 5,566 5,621 5,375 4,871 4,423
33,348 6,030 6,090 5,823 5,277 4,792
62,394 8,076 8,155 7,798 7,067 6,417
58,817 5,795 5,852 5,596 5,072 4,605
34,629 10,411 10,513 10,052 9,111 8,272
35,878 36,232 34,643 31,398 28,510
he estimated income of worker-riders on the regional rail division for the
93 based on rider and income data developed in Table 13, Due to
in-ridership, total income is estimated to have dropped from
billion in 1989 to $1.4 billion in 1993. All dollar amounts are based on
rvey conducted in 1993 and the relationship of those survey results to
gures from 1991. The 1989 through 1992 estimates contain adjustments
ing to the regions consumer price index (CPI).
Table 14
Regional Rail Total Income by Houschold Category
SEPTA Income
1989 1990 1991 1992 1993
315,588,822 340,914,884 339,797,445 316,527,462 294,511,789
171,236,399 184,978,152 184,371,837 171,745,699 159,800,141
429,042,509 463,473,250 461,954,094 430,318,588 400,388,315
290,235,924 313,527,410 312,499,741 291,099,157 - 270,852,118
306,971,331 331,605,837 330,518,911 307,884,340 286,469,828
1,513,074,985  1,634,499,532  1,629,142,029  1,517,575245  1412,022,191




ax revenue impact are estimated from the ridership and income data

ve. The first is the total state income tax generated by workers using
their jobs. The second is the total Philadelphia wage tax generated by
TA to get to their jobs in the city. Table 15 identifies the tax impacts
division.

income tax generated to the State of Pennsylvania by regional rail

total income of regional rail worker-riders calculated in Table 14 is
ffective state personal income tax rate for the year involved. This rate is
he years 1989 and 1990; 2.6 percent for 1991; 2.95 percent for 1992; and
993. The result is an estimated $39.5 million in state income tax

iders commuting to their jobs on SEPTA’s regional rails in 1993, up from
989 when ridership was higher, but the tax rate was lower,

p’adi_ on the city of Philadelphia regional rail riders are divided into city

ual years of regional rail ridership the figures average over $15 million.
ercent of regional rail income is taxed at the suburban rate of 4.325
$49.5 million for the City of Philadelphia coming from suburban
nuters in 1993, For the years when “Railworks” was not in effect (1989-
1an tax revenue generated from suburban commuters is estimated at $57

ax effect for the City of Philadelphia in 1993 is $62.8 million from the
In recent years without the extraordinary impacts of reconstructing a
he system, the tax revenue impact was about $72 million.

Table 15
Regional Rail Income Tax Effect

Tax 1989 1990 1991 1992 1993
State 31,774,575 34,324,490 42,357,693 44,768 470 39,536,621
Iphia

__ C’ty 14,259,219 15,463,524 15,353,034 14,301,629 13,306,897
ul-jb_a_n 53,006,799 57,260,605 57,072,918 53,164,455 49,466,667

[otal 67,266,018 72,664,128 72,425,953 67,466,084 62,773,565

vania Transportation Authority, Trailpass Survey, September 1993: Appendix.

13




gh ':_18 detail the estimated income tax impacts of the remainder of the
“The non-regional rail income profile of SEPTA commuters is shown in
evident from the table, the income of riders from bus, trolley, and light rail
elow those commuters who use the regional rails to get to work. The
iders from the Transpass survey is $25,000 compared with $62,500 of
g to the Trailpass survey. However, the number of riders on the non-
sions is far greater than the amount transported by regional rail.

Table 16
Non-Regional Rail Ridership Income Profile

Average SEPTA Commuters
Salary 1989 1990 1991 1992 1993
26,633 31,217 29,307 27,639 27,076 26,754
13,339 43,109 40,472 38,168 37,390 36,946
24,957 51,759 48,592 45,820 44,892 44,360
23,527 37,142 34,870 32,885 32,215 31,833
13,852 66,723 62,641 59,075 57,872 57,185
hat the total income of persons transported by the non-regional rail
that carried by regional rail by a ratio of more than 2 to 1. In 1993,
e was $3.8 billion. This is approximately the same amount as in
for non-regional riders have remained relatively constant throughout
pite declines in ridership. This results from the impact of inflation which
unts by the virtually the same proportion as the drop in ridership.
Table 17
.- Non-Regional Rail Total Income by Household Category
SEPTA Income
1989 1990 1991 1992 1993
707,927,074 710,948,440 698,932,307 703,709,159 712,543,706
489,643,048 491,732,799 483,421,750 486,725,696 -~ 492.836,176
1,099,915,139 1,104,609,474 1,085,939,858 1,0693,361,713  1,107,088,058
744,063,536 747,239,129 734,609,627 739,630,316 748,915,826
786,967,274 790,325,977 776,968,240 782,278,429 792,099,354
3,828,516,070  3,844,.855819  3,779,871,782  3,805,705,312  3,853,483,120




ncome base developed in Table 17 is multiplied in the same fashion as in
p d_u_iCe the effect on the State of Pennsylvania’s income tax revenues. The
million for 1993. Though the years 1989 and 1990 were more prosperous,
ere only about $80 million due to the lower personal income tax rate. For
Jadelphia, PEL assumes that the income base for tax purposes is SEPTA’s
sion, which represents approximately 92 percent of the income base shown
he income of commuters on this division, assuming they are all Philadelphia

Table 18
Non-Rail Transit Divisions Income Tax Effect

Tax 1989 1990 1991 1992 1993
State 80,398 837 80,741,972 98,276,666 112,268,307 107,897,527
City 174,911,729 175,658,236 172,689,339 173,869,584 176,052,388

ed effects of SEPTA’s commuters on State and City tax revenues are listed in
the: State, SEPTA commuters contributed between $112.2 million and $157
come tax revenue for the years 1989 through 1993. For the City, the

anged from $238.8 million to $248.3 million in wage taxes over the same

Table 19
SEPTA Income Tax Effect f
|
Tax 1989 1990 1991 1992 1993 |
State 112,173,412 115,066,462 140,634,359 157,036,776 147,434,149 !
|
242,177,747 248,322,365 245,115,292 241,335,668 238825952 |




