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Confronting Transit’s
Fiscal Cliff in lllinois

INTRODUCTION

he COVID-19 pandemic sharply reduced
ridership and farebox revenue for transit
agencies across the country. Data continues
to suggest that neither ridership nor farebox
revenue will recover to their pre-pandemic levels.
To sustain services amid local budget shortfalls,
public transportation systems have depended
on federal funding. However, federal support
is ending, placing considerable financial stress
on these systems. For example, just two years
ago, the Chicago area’s Regional Transportation
Authority (RTA) projected a $730 million budget
gap for FY 2026—nearly 20% of its operating
budget (Regional Transportation Authority 2022).
Since then, the RTA has significantly revised
its 2026 budget gap estimate to $202 million,
reflecting higher-than-expected sales tax revenues,
cost savings, and potential fare increases. However,
preliminary figures for 2027 continue to show
the gap rising sharply to $789 million (Regional
Transportation Authority 2025).

This Policy Spotlight examines the scale of public
transit’s budget gap in lllinois and other states
and the key factors driving it. We assess policy
responses in different states, discuss recent leg-
islative proposals in lllinois, and identify options
and considerations for the state going forward.
Considering the spring 2025 failure of the state
legislature to pass legislation addressing this
gap, the RTA and its service boards are preparing
for possible service cuts and other adjustments,
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TRANSIT TERMS AND DEFINITIONS

Chicago-area agencies include the Chicago
Transit Authority (CTA), providing bus and
rail service; Pace, providing suburban bus
and ADA paratransit service; and the North-
east lllinois Regional Commmuter Railroad
Corporation (Metra), providing commuter
rail service.

The Federal Transit Administration some-
times classifies transit modes differently
(Federal Transit Administration 2024b, 2):

e Core rail includes rail modes that travel
short distances (e.g., heavy rail, light
rail, etc.).

e Distance rail includes rail modes that
travel longer distances (e.g., commuter
rail).

e Fixed-route bus includes non-rail
modes with set routes (e.g., bus, bus
rapid transit, commuter bus, etc.).

System generated revenue refers to all revenue generated by
operations, which include fares and other directly generated
revenue throughout the system (Regional Transportation Authority
Act, 70 ILCS 3615).



threatening to increase commute times, traffic
congestion, and hard-to-reverse damage to the
state’s public transit infrastructure. Addressing
these issues is an urgent public policy challenge.

Historically, common goals for public transit in
the United States have included affordable and
accessible mobility, congestion relief, improved
air quality and greenhouse gas mitigation, sus-
tainable development, and community invest-
ment (Federal Transit Administration 2015; Heaps
et al. 2021; Environmental Protection Agency
2025). Large budget gaps and declining public
benefits, as evidenced by reduced ridership and
farebox revenue, have undermined a consensus
about what the goals for public transit should be
and how they should be prioritized. Our objective
here is to describe the magnitude of the problem
and the policy discourses taking place in lllinois
and in other states; we do not address what the
goals and priorities should be.

NATIONAL TRENDS: RIDERSHIP, REVENUE,
AND BUDGET DEFICITS

The COVID-19 pandemic’s impact on transit rid-
ership was sharply negative and has proven to be
stubbornly persistent. On a 12-month rolling aver-
age basis, overall monthly ridership on US transit
systems reached 590.1 million trips in September
2024, or just 74.4% of pre-pandemic levels.! Bus
systems have recovered ridership to 80.5% of
pre-pandemic levels, which is better than heavy
rail and commuter rail system ridership recovery
to below 70% of pre-pandemic levels (see Figure
1). A large share of bus riders is comprised of es-
sential workers and other transit-dependent rid-
ers who do not have the option of working from
home, which explains why bus services lost fewer
riders than other transit modes (Federal Transit
Administration 20244, vii).

Figure 1. US Transit: Unlinked Passenger Trips January 2020 through September 2024
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100 =

80

60

40

20

——368.9
67.7

A & {4 A0 A & {4 A0 A & { A0 A & {4 A0 A & 4 A0 N
1“@‘“ @,@«\ "Lﬁle“\ ‘Lg@«\ FL@W @1\6‘ "L“lm @,L.\«\ "L“ﬂm 1011“‘ ,LQ«Q,“‘ ‘l“lﬂ«\ ,LQ«L@“‘ 1015«‘ ,LQ«L@“‘ '7—«1:3‘(\ ,LQ'L“‘ w@“‘ 'L“lu“‘ 1@&«\ 1@6“‘

Core Rail

Distance Rail

Fixed-Route Bus

Source: National Transit Database, accessed November 29, 2024

U.S. Department of Transportation, Federal Transit Administration
https://www.transit.dot.gov/ntd/data-product/monthly-module-adjusted-data-release
Includes active full reporters only, for directly operated or purchased services

The pandemic-driven collapse in ridership has
had devastating fiscal consequences for US tran-
sit systems that relied heavily on farebox revenue
to cover operating expenses. In 2019, US transit
agencies generated $18.7 billion from fares and
other direct revenue, comprising 36% of total op-
erating revenue. By 2023, fares and other direct

revenue had partially recovered to $15.2 billion
from pandemic lows, covering 24.6% of operating
revenue (see Figure 2). As discussed elsewhere,
revenue shortfalls and recoveries have varied
substantially across US transit systems, with the
larger systems typically showing the greatest
stress (Edmonds 2024).

'"We define the 12-month period from March 2019 through February 2020 as the pre-COVID-19 baseline period. We include only active, full-reporter agencies
with complete 2022 agency information from the National Transit Database (NTD). We define modes to align with the Federal Transit Administration (U.S.
Department of Transportation 2023, 31). We exclude demand response, ferryboat, vanpool, and uncategorized trips



Figure 2: US Transit Sources of Operating Revenues (%) 2019-2023
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Source: National Transit Database, U.S. Department of Transportation, Federal Transit Administration, multiple years.

Includes active full reporters only.

https://www.transit.dot.gov/ntd/data-product/2019-funding-sources
https://www transit.dot.gov/ntd/data-product/2020-funding-sources
https://www transit.dot.gov/ntd/data-product/2021-funding-sources

https://data.transportation.gov/Public-Transit/2022-2023-NTD-Annual-Data-Funding-Sources-by-Expen/4tmr-gwuu/about_data

COVID-19-ERA FEDERAL FUNDING OF TRANSIT

Three COVID-19-era federal funding sources that supported transit agencies included $25 billion
in the Coronavirus Aid, Relief, and Economic Security Act of 2020; $14 billion in the Coronavirus
Response and Relief Supplemental Appropriations Act of 2021; and $30.5 billion in the American

Rescue Plan Act of 2021.

Amid dismal ridership and subsequent revenue
shortfalls, three COVID-19-era pieces of federal
legislation were authorized for transit operations
during and after the pandemic. This relief includ-
ed $25 billion in the Coronavirus Aid, Relief, and
Economic Security (CARES) Act of 2020; $14
billion in the Coronavirus Response and Relief
Supplemental Appropriations Act (CRRSAA) of
2021; and $30.5 billion in the American Rescue
Plan Act (ARPA) of 2021. Each of these federal
interventions required no local matching funds.
However, the last of these funds—authorized
under ARPA—expired September 30, 2024.2 As a
result of the expiration, many large transit agen-
cies face a “fiscal cliff.”

Early 2023 estimates had projected massive op-
erating deficits for major transit agencies starting
in FY 2025, worsening over time (Transit Center

2023). A year later, updated estimates showed
significant budget gaps by FY 2026 for six major
transit agencies, including $1 billion for Los Ange-
les County’s Metropolitan Transportation Author-
ity (LA Metro), $900 million for New Jersey’s
Transit Corporation (NJ Transit), $830 million for
Washington DC’s Metropolitan Area Transit Au-
thority (WMATA), $620 million for Boston’s Mas-
sachusetts Bay Transportation Authority (MBTA),
and $300 million for San Francisco’s Bay Area
Rapid Transit (BART) (O’Hara 2024). Budget gap
estimates vary in different scenarios for recovery
of ridership and farebox revenue; in July 2024,
New York City’s Metropolitan Transportation
Authority (MTA) projected deficits of $428-$469
million annually from 2027, potentially reaching
$3 billion by 2028 (Office of the New York State
Comptroller 2024, 1).

21f ARPA funds were previously obligated and meet certain conditions, they may be spent through 2026.



TRANSIT IN THE CHICAGO REGION: COM-
PARISON WITH OTHER LARGE US SYSTEMS

region—and lllinois more broadly—will have to
assume the burden. We next explore the Chicago

metro region’s ridership and funding challenges in

Like other large agencies in the US, Chicago-area greater detail.

transit agencies saw steep ridership and revenue
declines and now face major fiscal pressures as
federal COVID-19 aid comes to an end.®> While
ridership continues to creep up, even the RTA’s
adopted FY 2025 budget assumes 2025 rider-
ship will only reach 78% of pre-pandemic lev-

els (Regional Transportation Authority 2024a).
Given the federal government will not likely grant
additional operating support, the Chicago metro

Post-pandemic transit ridership patterns in the
Chicago region roughly mirror those across the
nation, albeit with a somewhat weaker ridership
recovery to date. Through September 2024, over-
all RTA ridership was only 64.8% of pre-pandemic
levels—nearly 10 percentage points below the
overall US transit ridership recovery rate of 74.4%
and well below several other large peer systems
(see Figure 3).

Figure 3: Chicago-Area Transit & 5 Peers.: Unlinked Passenger Trips January 2020 through September 2024
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Source: National Transit Database, accessed November 29, 2024

U.S. Department of Transportation, Federal Transit Administration
https://www.transit.dot.gov/ntd/data-product/monthly-module-adjusted-data-release

RTA (including CTA, Metra and Pace Bus) is denoted in maroon. Peer agencies are denoted in gray, including MTA

(NYC Transit, LIRR, Metro North Commuter Rail, MTA Bus, and Staten Island Rapid Transit), LACMTA, SEPTA, WMATA and MBTA

W)

The Chicago Metropolitan Agency for Planning notes that transit ridership was gradually declining even before the COVID-19 pandemic (Chicago
Metropolitan Agency for Planning 2023a, 22), and the Federal Transit Administration confirms the same pre-pandemic trend for transit ridership across
the country, attributing the pre-pandemic decline to the “rise of Transportation Network Companies (TNCs) as a new travel option” (Federal Transit
Administration 2024b, 105). The academic literature also supports the position that TNCs have a mostly negative effect on transit ridership (e.g., (Grant
and Sturgeon 2024), with potentially complementary TNC trips comprising a very small percentage of the total (Meredith-Karam et al. 2021)



Meanwhile, bus ridership in Chicago has recov- among transit services in the RTA (Figure 4). At

ered better than the region’s rail ridership. Aver-
age CTA bus service ridership for the 12 months
ending September 2024 is 74.3% of the pre-pan-

demic 12-month total, the highest recovery rate service.

Figure 4: Chicago-Area Transit: Unlinked Passenger Trips January 2020 through September 2024
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the other extreme, average commuter rail rider-
ship is 55.6% of the pre-pandemic level for the
same period, the lowest recovery rate for an RTA
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Source: National Transit Database, accessed November 29, 2024
U.S. Department of Transportation, Federal Transit Administration
https://www.transit.dot.gov/ntd/data-product/monthly-module-adjusted-data-release

Like ridership, RTA farebox and related revenue
dropped sharply in 2020 and have yet to recover

to pre-pan

Metra to a

Figure 5). Given this decrease in fare revenue, it
is worth noting RTA’s historically high reliance on

demic levels. Relative to 2019 levels, fares and other system-generated revenues (Fed-
2023 fare revenue ranges from a low of 40.7% for eral Transit Administration 2024).

high of 63.6% for CTA bus service (see

Figure 5: Total Fare Revenues, as % of 2019 Level
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https://www.transit.dot.gov/ntd/data-product/2020-annual-database-fare-revenues
https://www.transit.dot.gov/ntd/data-product/2021-annual-database-fare-revenues
https://www.transit.dot.gov/ntd/data-product/2022-annual-database-fare-revenues
https://www.transit.dot.gov/ntd/data-product/2023-annual-database-fare-revenues



Weak fare revenue recovery has been driven by
declining average fares per trip in addition to de-
clining ridership. Riders age 65 and older, low-in-
come riders, persons with disabilities, and some
members of the military are eligible for reduced
fares, and the mix of reduced and regular-fare
riders affects average fares per trip. This com-
position effect reducing average fares per trip is

driven by greater declines in full-fare ridership
than declines in reduced-fare ridership. In 2019,
the RTA collected $1.1 billion in system-generated
revenue—36% of systemwide operating revenue.
Meanwhile, in 2023, farebox and other directly
generated revenue earmarked for operations
were only $632.3 million, or 18.8% of total operat-
ing revenue (see Figure 6).*

Figure 6: Individual Transit Systems Sources of Operating Revenues (%) 2019-20233
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Source: National Transit Database, U.S. Department of Transportation, Federal Transit Administration, multiple years.

https://www.transit.dot.gov/ntd/data-product/2019-funding-sources
https://www.transit.dot.gov/ntd/data-product/2020-funding-sources
https://www.transit.dot.gov/ntd/data-product/2021-funding-sources

https://data.transportation.gov/Public-Transit/2022-2023-NTD-Annual-Data-Funding-Sources-by-Expen/4tmr-gwuu/about_data

RTA figures adjusted to reflect additional state support (ASA/AFA, paratransit) and local support (sales taxes distributed to RTA, not the service boards).

Historically, the state of lllinois has had a limited
role in funding transit operations. Indeed, state
operating support for the RTA before the pan-

demic was among the lowest among large transit
agencies nationwide (see Figure 7). RTA funding
sources are discussed in more detail below.

Figure 7: Chicago Area Transit and 9 Peers: State Share of Operating Funding (%)
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Source: National Transit Database, U.S. Department of Transportation, Federal Transit Administration, multiple years
https://www.transit.dot.gov/ntd/data-product/2019-funding-sources

https://www.transit.dot.gov/ntd/data-product/2020-funding-sources

https://www.transit.dot.gov/ntd/data-product/2021-funding-sources
https://data.transportation.gov/Public-Transit/2022-2023-NTD-Annual-Data-Funding-Sources-Expen/4tmr-gwuu/about_data

RTA Figures adjusted to reflect additional State Support (ASA/AFA, paratransit) and local support (sales taxes distributed to RTA, not the service boards)

RTA (including CTA, Metra and Pace Bus) is denoted in maroon. Peer agencies are denoted in gray, including MTA (NYC Transit, LIRR, Metro North Commuter Rail,
MTA Bus, and Staten Island Rapid Transit), LACMTA, SEPTA, WMATA and MBTA. BART, DART, MARTA, and Metro Transit

“These figures are based on calculations using the National Transit Database, with adjustments reflecting additional RTA support from the state and from
locally imposed sales and use tax revenue. Alternative calculations using the RTA’'s own budget documents differ slightly but tell a similar story: fares and
other directly generated revenue collapsed during the pandemic and have not fully rebounded, with COVID-era federal funding providing crucial operating
support.



If ridership and farebox revenue remain severely
depressed as expected, the end of federal sup-
port will leave the Chicago region’s RTA with

a large operating budget deficit. Figures from
the RTA’s adopted budget for FY 2025 indicate
an expected gap of $771.2 million in FY 2026,
rising sharply to $1.138 billion by FY 2027 after
all federal operating funds are spent (Regional
Transportation Authority 2024a).> Recently, RTA
has revised its 2026 budget gap estimate to
$202 million, although figures for 2027 continue
to show the gap rising (Regional Transportation
Authority 2025).

THREATS TO FULL RIDERSHIP RECOVERY IN
THE RTA SERVICE REGION

Bringing riders back to transit is the preferred
way to improve the fiscal outlook for big urban
transit systems, including Chicago’s RTA, because
ridership is an indicator of the system’s regional
benefit, and raising fares could further depress
ridership. This section describes some major
obstacles to making significant headway on the
ridership problem: the persistence of remote and
hybrid work arrangements, service quality and
reliability challenges, and safety and security
concerns.

Remote work: Nationwide, the COVID-19 pan-
demic increased remote work, sharply reducing
public transit ridership. Technological advances,
including video conferencing and cloud collab-
oration, made remote work more efficient, while
employees increasingly sought better work-life
balance. This shift was most pronounced in high-
skilled industries like tech, finance, and profes-
sional services, which are concentrated in large
urban areas. As a result, remote work adoption
was higher in larger cities, often creating geo-
graphic disparities in public transit ridership
(Althoff et al. 2022). Surveys show that many em-
ployers see productivity gains from remote work,
and many workers are willing to accept lower
wages for the flexibility (Bartik et al. 2024).
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Service quality: The pandemic disrupted both

the demand and supply of public transit. Early

on, staffing shortages and public health proto-
cols strained operations. As recovery continued,
concerns about service quality and reliability
persisted, with agencies struggling to match
service demand and actual supply. By mid-2023,
customers saw service improvements, but staffing
challenges continued into 2024, particularly for
the CTA (Hinz 2023; Liederman 2024); and NTD
data showed that CTA bus vehicle revenue miles
(VRM) were only 86% of 2019 levels—one of the
lowest recovery rates for large agencies nation-
wide. Service restoration was uneven across Chi-
cago, with slower recovery in many low-income
South and West Side neighborhoods (Freishtat
2024; Steinhart et al. 2024). Excess delays at bus
stops decreased from November 2022 to April
2024, but these declines were due to a revision of
bus schedules to align with actual service times.

Safety: Ridership might not return to pre-pan-
demic levels if riders feel unsafe. In the Chicago
region, the CTA has faced ongoing challenges
with crime, even as it has increased investments
in security measures (Freishtat and Mahr 2024).
From January to June 2024, violent crime on the
CTA averaged 5.1 incidents per million rides—con-
sistent with 2023 levels but more than double the
2.5 per million trips recorded in 2019 (see Figure
8).

Last year’s Fiscal Futures report estimated a gap of $718.6 million based on 2019 ridership and fare revenue levels (Wilbur-Mujtaba et al. 2024).



Figure 8: Crime Rates on CTA in Chicago (per 1 million trips)
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Source: Joe Mahr's Chicago Tribune analysis of Chicago Police Department data published in Freishtat & Mahr (2024).

Our own analysis of the NTD data also con- and 10 demonstrate the persistently higher rates
firms that, while all major transit agencies saw of major security events on CTA bus and heavy
increased crime rates during the pandemic, the rail services compared with peers. CTA’s higher
CTA has struggled more to bring rates down than rates per million passenger trips date back to

its peers, despite increased CTA spending on 2008 with a few exceptions. Major security events
security services from $14.9 million in 2019 to an include suicides, homicides, terror events, robber-
estimated $86.9 million in 2024 (Chicago Transit ies, rapes, and other assaults.

Authority 2024, 26-27). Table 1 and Figures 9

Table 1: Major Security Events per Million Unlinked Passenger Trips

Bus Heavy Rail
CTA LA MBTA MTA SEPTA | WMATA | BART CTA LA MBTA MTA SEPTA | WMATA
Metro Metro
2019 0.38 0.12 0.36 0.14 0.19 0.47 0.86 0.70 0.36 0.39 0.19 0.60 0.33
2020 0.82 on 0.64 0.07 0.27 0.54 2.87 112 0.61 0.92 017 1.92 0.71
2021 0.76 0.20 0.42 0.28 0.37 0.52 1.49 1.87 1.31 0.91 0.15 2.25 1.25
2022 0.63 0.27 0.45 0.35 0.23 0.48 1.63 1.85 0.58 0.68 0.27 1.32 0.73
2023 0.69 0.25 0.57 0.26 0.25 155 1.07 1.77 0.69 0.55 0.30 1.40 0.70
2024 0.75 0.32 0.43 0.26 0.45 0.54 0.68 1.69 1.02 0.54 0.28 117 0.31

Source: National Transit Database, U.S. Department of Transportation, Federal Transit Administration, S&S Time Series-December 2024-Major
Only_250401.xlsx. Includes only directly operated services.

Contact: Benjamin Superfine, Senior Director, IGPA: bsuperfi@uic.edu 8



Figure 9: Heavy Rail: Number of Major Security Events:

Total _UPT (Per Million Unlinked Passenger Trips)
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Source: National Transit Database, U.S. Department of Transportation, Federal Transit Administration
S&S Time Series-January 2025-Major Only_250430.xlIsx
https://www.transit.dot.gov/ntd/data-product/safety-security-time-series-data
CTA denoted in maroon. Peer agencies denoted in gray (BART, LAC/MTA, MBTA, MTA, SEPTA, and WMATA).
Figure 10: Bus: Number of Major Security Events: Total _UPT (Per Million Unlinked Passenger Trips)
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Source: National Transit Database, U.S. Department of Transportation, Federal Transit Administration

S&S Time Series-January 2025-Major Only_250430.xIsx
https://www.transit.dot.gov/ntd/data-product/safety-security-time-series-data

CTA denoted in maroon. Peer agencies denoted in gray (BART, LAC/MTA, MBTA, MTA, SEPTA, and WMATA).

Improving both personal security and percep-
tions of safety will be crucial to efforts to rebuild
transit ridership in the Chicago area as well as
other urban areas. CTA spending on security has
included support for unarmed guards, canine
teams, and thousands of cameras, as well as a
recently expanded commitment to using an Al-
based surveillance program designed to detect
guns on L platforms (Struett 2025; Freishtat

and Mahr 2024). Elsewhere, several agencies,

including BART, LA Metro, MBTA, and SEPTA,
have enacted ambassador programs to provide
a uniformed non-police presence in addition to
existing security personnel or law enforcement
(Regional Transportation Authority 2025c). The
ambassadors assist customers with overcoming
barriers in accessing and using the transit ser-
vices. In some systems, the unarmed personnel
include social workers who assist riders strug-
gling with homelessness, mental health challeng-



es, drug overdoses, or other crises. Though the
effects of these programs on curtailing crime and
improving safety are unknown, LA Metro’s pro-
gram has demonstrated potential for improving
perceptions of safety among riders. A survey of
LA Metro riders found that most respondents
who had encountered an ambassador felt safer
and that the presence of an ambassador made
them want to use the services more often (Re-
gional Transportation Authority 2025¢).

Despite CTA’s efforts, surveys of CTA custom-

er perceptions about service quality, personal
safety, and security reveal decreasing satisfaction
and increasing anxiety (Chicago Transit Author-
ity 2023). For example, in Q1 2023, only 43%

of survey respondents were satisfied with train
security, down from 61% in 2018. While percep-
tions of personal security at bus stops saw slight
improvements in customer satisfaction in the last
two successive quarters, frequent riders, who
indicated in the survey that they ride at least
weekly, ranked improvements in service frequen-
cy highest among factors that would make them
feel safer. In contrast, infrequent riders, who ride
less than weekly, ranked as the highest factor a
greater presence of Chicago Police Department
officers at bus stops. The discrepancy might point
to continuing concerns about personal safety as a
reason for infrequent use.

PAST AS PROLOGUE: POLICY RESPONSES
TO PREVIOUS TRANSPORTATION FUNDING
CRISES IN ILLINOIS®

The RTA and its service boards have historically
responded to budget deficits in multiple ways,
including cutting services, raising fares, and
deferring capital projects. For instance, during
the 1980s and early 1990s, the CTA addressed a
significant budget shortfall by closing several “L”
stations, shuttering entrances to other stations,
and reducing service frequency. During the Great
Recession of 2007-08, the CTA faced severe
operating deficits and similarly proposed fare
hikes, service cuts, and cost-saving measures. A
legislative deal in 2008 avoided fare hikes and

service cuts by increasing state subsidies, but
the CTA still raised fares in 2009 and reduced
service hours and routes. Significant service cuts
occurred in 2010, particularly in outer neighbor-
hoods and suburbs where demand was lower.

As a result, ridership sharply declined, especially
on buses, and bus services never fully recovered
(Chicago Metropolitan Agency for Planning 2018,
14).

Cutting service: These service reductions and
station closures had a profound impact in low-in-
come and suburban areas. Communities already
facing limited transit access experienced longer
travel times and diminished access to vital ser-
vices like employment, healthcare, and educa-
tion. The closure of stations on underused routes
and cuts to bus services also left residents with
fewer, less convenient transportation alternatives.
To minimize the impact of service cuts, the CTA
prioritized maintaining service on high-ridership
routes and reducing services on underperforming
lines (Chicago Transit Authority 2010). In line with
Title VI of the Civil Rights Act, which mandates
public transit agencies to consider impacts on mi-
nority populations, the CTA conducted outreach
and analyzed data to assess effects on vulnerable
communities (New York Times 2010). Accord-
ingly, the CTA offered subsidies for low-income
riders and explored flexible route bus services to
increase access. While these efforts helped mit-
igate service cuts, some communities still faced
limited transit options, highlighting the challenge
of balancing fiscal responsibility with equitable
service. The CTA's historical response to deficits
underscores the complexities of managing public
transportation in a diverse region.

Increasing fares: Metra has adjusted fares more
regularly over time and by much greater cumu-
lative amounts than Chicago’s other two transit
agencies (Chicago Metropolitan Agency for Plan-
ning 2023b, 13-14).” In 2024, Metra overhauled its
fare and zone structure to simplify fares and ease
fare collection (Regional Transportation Authority
2024a). Before those adjustments, Metra raised
fares significantly in 2012 and 2015, followed by
smaller increases through 2018, intending to de-

This account relies on information from the following sources: Chicago Tribune (1992), Chicago Transit Authority (2010), and “Chicago ““L”.org: History

and Chronologies” (n.d.).

It should be noted that the transit agencies face differing competitive pressures from TNCs and serve different mixes of customers who likely respond
differently to fare increases, yet the fact remains that fare adjustments have not occurred since 2018 for CTA and Pace riders and occurred only infrequently
before 2018, regardless of the magnitude of cumulative fare increases by Metra.



fray both operating and capital expenses (Chi-
cago Metropolitan Agency for Planning 2023b,
13-14). The CTA raised fares in 2009 and 2018,
with no increases since. Pace bus fares similarly
have risen only intermittently over time, with base
fare increases in 2009 and 2018. Without regular
adjustments, fares fall in real terms as a result of
inflation: a $2 bus fare in 2018 would require a
$2.50 fare in 2024 to have the same purchasing
power.®

Deferring capital projects: Transit agencies have
also covered operating deficits by redirecting
capital funds to cover operating budgets, a
practice known as "shifting” or "flexing” funds
(Civic Federation 2010). Before the 2008 RTA
funding reforms, the three service boards rou-
tinely diverted capital funds for operational costs,
resulting in a significant backlog of capital main-
tenance projects (Chicago Metropolitan Agency
for Planning 20233, 64). The capital maintenance
backlog manifests as an aging fleet and as capital
assets in too poor a condition to be operated at a
full level of performance. First, the average age of
the CTA and Pace fleets of buses and trains has
increased in times of deferred maintenance.® The
average age of the CTA rail fleet continued to rise
from 24.7 years in 2008 to 27.3 in 2011, when it
entered a period of steady decline through 2015
to 14.9 years (National Transit Database 2024).
Since 2015, the average age of the CTA rail fleet
has increased steadily to 21.9 years in 2023. Av-
erage ages of the CTA and Pace bus fleets fol-
lowed a similar pattern, except the bus fleets did
not experience declines in age between 2011 and
2015. The average age of CTA’s bus fleet was 4.7
years in 2008 and increased monotonically to 11.2

years in 2023. The average age of the Pace bus
fleet was 6.6 in 2008 and increased to 7.1in 2023
(National Transit Database 2024).

Second, the aging results in capital assets that
cannot be operated at a full level of performance
due to their poorer condition, and vanquishing
the backlog of deferred capital replacement will
require large future investments. The RTA’s Cap-
ital Asset Condition Assessment in 2016 found
that only 69% of RTA assets were in a “state of
good repair” (Regional Transportation Authority
2016). That is, 31% of RTA’s capital assets were
assessed as unable to be operated at a full level
of performance (Federal Transit Administration
and Volpe Center 2025). Nationally, the average
age of the bus fleet remained constant from 2012
to 2022 at 6.7 years, and the percentage of buses
below a state of good repair (SGR) increased
from 12.1% to 13.8% (Federal Transit Administra-
tion and Volpe Center 2025). The average age of
the national rail fleet increased from 19.3 years in
2012 to 24.1 years in 2022, and the percentage of
rail vehicles below an acceptable SGR increased
from 2.8% to 18.8% (Federal Transit Adminis-
tration and Volpe Center 2025). The estimated
unfunded backlog of investments necessary to
maintain a state of good repair exceeds $20
billion since 2021 (Regional Transportation Au-
thority 2021), which might represent a decline in
inflation-adjusted dollars from the $19.4 billion
($2015) RTA estimated in 2016 (Regional Trans-
portation Authority 2016).1°
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gBased on CPI-U index values of 313.7 in 2024 and 251.1 in 2018 https://fred.stlouisfed.org/series/CPIAUCSL#

’Metra does not report the age of its fleet to the National Transit Database.

'©The RTA uses imprecise language (e.g., “well over $20 billion over the next 10 years”) to describe its backlog, and it is unclear if RTA is still relying on
the 2016 estimate of the backlog and merely padding that figure for the future, even though the future dollars have less purchasing power (Regional
Transportation Authority 2020, 18). CMAP (2023a) also refers to this imprecise $20+ billion estimate and is unclear about the benchmark year of dollars.
The RTA anticipated an update to the 2016 estimate by 2022: “Updating the asset database in the COST model is underway but will take approximately

one year to complete” (Regional Transportation Authority 2021, 5)



Obtaining new public support: In the crisis of
2008, policymakers agreed on several RTA fund-
ing reforms to address the agencies’ fiscal gaps
more comprehensively (Chicago Metropolitan
Agency for Planning 2023a, 65)." The financial
reforms:

¢ Increased the sales tax rates paid by res-
idents of the RTA service region by 0.25
percentage points (to 1.25% in Cook Coun-
ty, 0.75% in collar counties), the additional
sales tax rates known as Sales Tax ll;

¢ Added a supplemental real estate transfer
tax (RETT) in Chicago, which was dedicated
to the CTA; and

* Increased the state’s match of local RTA
sales tax revenue to the Public Transporta-
tion Fund (PTF) by 5 percentage points to
total 30 percent.

These financial reforms increased state and local
tax revenue for RTA and the service boards.

Total nominal RTA sales and use tax revenue rose
sharply from $752.9 million in 2007 to over $1.0
billion in 2008, followed by steady annualized
growth of 3.1% through 2019. By 2024, these rev-
enue reached $1.92 billion, of which $1.73 billion
was distributed to the RTA and the service boards
and the remaining $193 million distributed to the
collar counties directly (Regional Transportation
Authority Mapping and Statistics, n.d.-b).

The supplemental RETT initially fell far short of
forecasts and has since proven to be a volatile
revenue source, growing somewhat erratical-

ly even before the pandemic. This revenue has
averaged just over $65 million annually since 2021
(Regional Transportation Authority Mapping and
Statistics, n.d.-a).

Increased state support via increased matching
rates and increased “matchable” local tax revenue
had a significant impact on RTA revenue from the
PTF, driving a 50% increase between 2007 and

2009 and growing at a 3.1% annualized growth
rate before the pandemic. After a 2020 dip, PTF
revenue recovered and now exceed half a billion
dollars annually (Regional Transportation Author-
ity 2017; 2024b).

Two key funding elements did not change in
2008, the first being the so-called farebox re-
covery ratio mandate, established in the 1983
amendments to the RTA Act.? The amended act
stipulated that RTA’s annual budget must reflect
system-generated revenue (fares, advertising
and rental income, etc.) which covers at least

50 percent of operating costs, and the 2008
reforms left that mandate in place. “CTA, Metra,
and Pace Suburban Service are required by state
law to bring in enough revenue to cover 50% of
the regional transit system’s day-to-day operating
expenses each year (known as the system-gener-
ated revenue recovery ratio requirement).” (Re-
gional Transportation Authority 2023).”® However,
the COVID-era pressures discussed above led

to an emergency rulemaking in December 2021
(Public Act 102-0678) which suspended the mini-
mum revenue recovery ratio requirement for RTA
through 2023, and then again through the end of
2025 (State of lllinois 2023). A farebox recovery
ratio requirement incentivizes agencies to limit
operating costs, increasing operational efficiency
as a way of avoiding fare increases. On the other
hand, attaining a mandated system-generated
revenue recovery ratio is only one way to meet
performance targets; other metrics are possible
and could be used to assess the performance of
an agency.

A second element that did not change was the
distribution of sales tax revenue to service boards
based on revenue location, rather than service
costs (Chicago Metropolitan Agency for Planning
2023a, 68). Additionally, collar counties directly
received a portion of the new sales tax revenue
for public safety or transportation services, with
over $180 million allocated in FY 2023 (Wennink
2024).

"The 2008 reforms also gave the RTA power and authority to engage in strategic planning, to set performance and service standards, and to coordinate
public transit investments in the region; the extent to which the RTA has been willing or able to exercise these powers is debatable (Bamonte and Wennink

2024).

2While “farebox recovery ratio” has become a popular expression of the measure across the system, the Regional Transportation Authority Act (RTA, 70
ILCS 3615) uses the term “system generated revenue recovery ratio,” which more accurately describes the characteristic that other directly generated
revenue is included in the numerator in addition to fares. The state’s support of RTA’s Strategic Capital Improvement Program, described in statute at 70
ILCS 3615/4.09 and which totaled $117.6 million in 2024, was also not revised in the 1983 amendments to the RTA Act.

¥ The ratio is calculated as system-generated revenue divided by operating costs



ACTIONS AND PROPOSALS FROM OTHER
STATES

States across the US are exploring different strat-
egies to address the growing fiscal challenges of
public transit systems, with both short- and long-
term solutions in the mix.

New York has increased its Metropolitan Com-
muter Transportation Mobility Tax, a tax paid

by large employers and self-employed people
located within the Metropolitan Commuter Trans-
portation District. The payroll mobility tax and

a congestion pricing scheme in Manhattan are
designed to generate revenue for the MTA. These
measures are aimed at stabilizing MTA financ-

es and funding critical infrastructure projects,
with modest fare hikes already implemented and
additional hikes coming later this year (Plotch
2023; Metropolitan Transportation Authority
2023). MTA also committed to achieving signif-
icant cost savings through efficiencies, and the
state promised increased support for paratransit
(Wanek-Libman 2023).

California provided an additional $1.1 billion in
emergency funding for transit systems state-wide
to assist agencies like BART which relied heavily
on fare revenue. Total promised state support of
$5.1 billion was also flexible in nature and could be
directed to operations, not just capital expenses
(Accuardi 2023). Long-term fixes remain elusive,
however, with modest fare hikes to date falling

far short of plugging the fiscal gaps at BART, for
example (Barmann 2024). Legislative efforts to
place a 30-year regional tax measure on the 2026
ballot have not yet been successful due to limited
consensus from multiple Bay Area transit agen-
cies and other stakeholders on what taxes to use
(e.g., sales taxes, payroll taxes, vehicle registration
surcharges), how to allocate those tax revenue,
and how to potentially consolidate some of the
region’s 27 transit agencies (Brekke 2024).

Pennsylvania’s Southeastern Pennsylvania Trans-
portation Authority (SEPTA) secured temporary
funding through $153 million in flexed federal
highway funds to close its budget deficit, and
modest fare increases were implemented in De-
cember 2024 (Regional Transportation Authority
2025c; Southeastern Pennsylvania Transporta-
tion Authority 2024). However, the long-term

budget gap remains a challenge, with significant
fare hikes and service cuts possible in the future.
SEPTA has advocated for increased state support,
including a proposal to increase the Pennsylvania
sales tax to address funding shortfalls (Chang
2024; Southeastern Pennsylvania Transportation
Authority 2024).

Washington, D.C.’s WMATA faced a $750 million
budget deficit and planned service cuts but man-
aged to secure $463 million in additional funding
from its jurisdictional partners (the District of Co-
lumbia and the states of Maryland and Virginia) to
avoid drastic reductions. The agency also imple-
mented service adjustments to improve efficien-
cy, such as focusing on all-day service rather than
peak commute times (Washington Metropolitan
Area Transit Authority 2024).

Massachusetts introduced a new millionaire’s

tax, which has generated significant revenue for
transit. The tax, which levies a 4% surcharge on
income over $1 million, is contributing $127 million
to the MBTA per the FY 2025 state budget, help-
ing the MBTA balance its budget (O’Hara 2024,
Micek 2024). The state’s transportation funding
task force report, due in early 2025, appears likely
to highlight these “Fair Tax” revenues as a source
of ongoing transit system operating support (Mil-
Neil 2025).

POLICY OPTIONS FOR ADDRESSING THE
FISCAL CLIFF IN ILLINOIS

[llinois policymakers can draw lessons from

local history and other states' experiences. All
solutions—short-term as well as long-term—will
involve trade-offs between stakeholders, impact-
ing both system efficiency and fairness, as well as
the region’'s economic growth goals. Drawing on
the Chicago Metropolitan Agency for Planning’s
(CMAP) 2023 Plan of Action for Regional Transit
(PART) study and related analyses, this section
summarizes our findings and recent proposals to
address the fiscal cliff.

SHORT TERM OPTIONS

In the short term, lllinois faces critical decisions
to stabilize transit finances amid fiscal challenges.
We highlight several short-term options—each



with tradeoffs for policymakers to consider:

* Raise fares: Aligning with the "user pays”
principle, raising fares could enhance
operational efficiency. Major systems like
New York’s MTA, San Francisco’s BART,

and Pennsylvania’s SEPTA have raised fares
recently to sustain service levels. With CTA
fares unchanged since 2018 and inflation
eroding revenue’s purchasing power, fare
increases could generate approximately
$100 million annually (Chicago Metropolitan
Agency for Planning 2023a, 34). However,
this approach disproportionately impacts
low-income riders (Bureau of Transportation
Statistics 2023).

“Right-size” service: Reducing services
based on post-pandemic patterns of time-
of-day ridership and low-demand routes is a
practical approach. McKinsey & Company’s
(2024) analysis suggests shifting from a fo-
cus on peak-hour commuting to a more bal-
anced all-day service model, as demonstrat-
ed by Washington DC’s WMATA. However,
evidence from the Great Recession shows
that service cuts can disproportionately
impact marginalized communities. Addition-
ally, service reductions can lead to a "death
spiral” where lower service levels result in
decreased ridership, which further reduc-
es revenue. In general, service cuts lower
availability and frequency while increasing
travel times for passengers (Pulugurtha et
al. 2022).

Raise the RTA sales tax rate: The RTA sales
tax currently generates about $1.8 billion
annually, with a 1.25% rate in Cook County
and a 0.75% rate in the collar counties. Ac-
cording to CMAP’s PART report, increasing
the rate by 0.25 percentage points could
raise an additional $470 million in reve-

nue and give northeast lllinois the highest
combined sales tax rate of any region of the
country (Chicago Metropolitan Agency for
Planning 20233, 82, 84). Given the state and
Chicago area’s already high sales tax rates,
such an increase would need to be careful-
ly considered, taking into account factors

like tax competition, economic impact, and
public response (Civic Federation 2025).

Increase state support for paratransit and
equity-based fares: The PART report esti-
mates that the system could gain over $300
million in new funding if the state increas-
es its support for paratransit services and
equity-based fares (Chicago Metropolitan
Agency for Planning 2023a, 74). Current-

ly, paratransit is funded through a modest
state appropriation and an increasing share
of the Sales Tax Il revenue (and associated
state matching funds) from the 2008 RTA
sales tax rate hike.* While this revenue con-
tinues to grow, reaching nearly $600 million
in 2024, the share directed towards para-
transit has also grown from 29% in 2009 to
an estimated 39% in 2024, leaving less for
the general operating budget (Chicago Met-
ropolitan Agency for Planning 20233, 66;
Regional Transportation Authority 2024).

Increase funds raised from motor vehicles
and other transportation system users: Ac-
cording to the PART report, raising parking
taxes and motor vehicle registration fees
could generate an additional $130 million.
Increasing tolls on existing Tollway facilities
could bring in another $180 million, while a
$0.05 per gallon fuel tax surcharge in the
RTA region could raise an additional $135
million (Chicago Metropolitan Agency for
Planning 20233, 74). Directing the last 20%
of state sales tax revenue on motor fuels

to transit could provide upwards of $200
million for transit (CMAP Staff 2024). These
strategies may face organized opposition
from motorists and other stakeholders. Di-
verting additional highway and road funds
to transit can increase travel time by au-
tomobile and vehicle wear costs of drivers
through reduced highway maintenance and
reduced capacity extensions (Gould et al.
2013), while increasing tolls and taxes on
driving would increase driver costs directly.

Reallocate funds to operating budgets: De-
ferring capital projects or redirecting capital
funds to support operations (known as

“From the additional 0.25 percent RTA sales tax known as Sales Tax Il and levied in the 2008 reforms, the law requires revenue must first be allocated to
paratransit before funding fixed-route service in the region.



"flexing") would offer immediate relief. This
common strategy—used by many major US
transit agencies—temporarily shifts resourc-
es to maintain essential services during
financial challenges but has the potential
to delay needed capital investments and
add to any backlogs of maintenance and
replacement (Regional Transportation Au-
thority 2016; see also our analysis on page
11 above of National Transit Database 2024
data).

LONG TERM OPTIONS

Illinois must also pursue sustainable long-term
solutions to fortify its transit infrastructure and
financial stability. We describe several possibilities
here:

e Expand the sales tax base to include ser-
vices: CMAP’s PART report proposes taxing
the consumption of services, recognizing
the long-run shift of consumer spending
from goods to services. Depending on
which services are taxed, how the sales tax
rate is adjusted, and how consumers react,
CMAP estimates that this change could
generate between $212 million and $861 mil-
lion annually for the RTA (Chicago Metro-
politan Agency for Planning 2023a, 84).

¢ Develop new funding sources: Congestion
pricing and value-capture strategies could
be explored as potential revenue sources.
McKinsey & Company (2024) suggests em-
powering transit agencies with land devel-
oper authorities to acquire and improve
properties near transit for highly desired

housing and retail business locations, a
strategy known as transit-oriented develop-
ment. The consulting firm also recommends
that the transit agencies should be autho-
rized to use tools such as tax increment
financing, special assessments, or impact
fees to capture value from development.
Additionally, new revenue could be gen-
erated by leasing surplus office or storage
space owned by the transit agencies, as well
as air rights above their facilities, to devel-
opers with community-focused projects
(McKinsey & Company 2024).

e Incentivize greater transit use: Offering

targeted subsidies to commuters or provid-
ing incentives to businesses that support
employee commuting programs would ad-
dress changing commuter needs by offering
free or reduced fares for essential workers
and adjusting services to align with shifts in
demand following the pandemic.

e Reform governance structures to enhance

operational efficiency and service quality:
Governance reforms of the regional transit
agencies have the potential to generate
significant cost savings; improve service,
fares, and capital planning coordination;
and increase transparency and accountabil-
ity (Civic Federation 2024). Further, a more
unified system would be better positioned
to exploit artificial intelligence’s (Al) poten-
tial to optimize operations, from forecasting
labor needs to improving fleet maintenance
and asset management, which could cut
vehicle and facility costs by 15 to 30% and
streamline project management (McKinsey
& Company 2024).

e Build new inter-governmental partnerships:

Although the current federal policy envi-
ronment presents challenges, lllinois should
continue to pursue such partnerships to
pilot innovative federal transit programs,
fostering policy advancements and securing
long-term funding.

RECENT PROPOSALS

Proposed legislation as well as reform proposals
from the RTA itself take some steps toward ad-



dressing the system’s challenges, with suggested
changes to governance and funding ranging from
full consolidation of the region’s transit agen-
cies to more measured and limited governance
and coordination adjustments. While this policy
spotlight focuses primarily on funding issues,

two key governance issues are noted here. First,
the region’s unusual governance structure makes
effective regional decision-making very difficult.
Under the status quo, 47 directors of the four
transit Boards (CTA, Metra, Pace, and RTA) are
responsible for providing and overseeing transit
in the Chicago area, but “because the agencies

all answer to different boards, they each fight for
funding and operational control” (Day 2025). The
RTA Board’s supermajority voting requirement ef-
fectively allows any one of the “blocs” (city, sub-
urban Cook County, or the collar counties) to veto
substantive action at the regional level. While the
RTA itself has advocated for a better-funded and
more powerful RTA, its proposal does not reform
governance via board composition or voting rules
in any meaningful way and thus fails to address
key structural governance problems (Regional
Transportation Authority 2025b).

Second, stakeholders have made it clear that
governance reforms are needed before any new
state funding should be considered. One policy
expert writes that “more money helps. But with-
out reform, it only papers over structural and
operational shortcomings of a system regarded
by experts as deeply flawed” (Ferguson 2024);
and one elected official argues that “pouring
more funding into a fundamentally flawed system,
as we did in 2008, isn’t a sustainable solution”
(Delgado 2024).

In addition, the RTA has described service re-
ductions needed if the fiscal gap is not filled: for
example, CTA rail service suspensions along mul-
tiple lines, with rail station closures and service
frequency reductions of 10 to 25%; elimination
of 74 CTA bus routes, 60% of total routes; re-
ductions of 40% to Metra commuter rail service
systemwide; and elimination of all Pace weekend
fixed route bus service. Cuts of this magnitude
would worsen transit travel options and trav-

el times and likely increase traffic congestion
throughout the region (Regional Transportation
Authority 2025a).

In the state’s 104th General Assembly, two spe-
cific reform bills introduced in 2024 and early
2025-HB 5823, the Metropolitan Mobility Act,
and SB 1938, “United We Move”-were discussed
intensively by legislators, transit officials and ad-
vocates, and other stakeholders. Both bills aimed
to reform governance and structural issues, but
neither directly addressed the system’s funding
challenges. Late in the spring legislative session,
lawmakers pivoted to consideration of other pro-
posals introduced in the state Senate and House,
respectively. The Senate version explicitly ad-
dressed both governance and revenue, while the
House bill focused only on governance reforms.
The Senate proposal passed the Senate but was
not taken up by the House before the end of the
session on May 31, leaving funding and gover-
nance issues to be resolved in the future (Delga-
do 2025; Busch 2025; Laurence 2025).

CONCLUSION

This Policy Spotlight has highlighted the severity
of lllinois's public transit budget gap and its con-
tributing critical factors. The effects of COVID on
the economy, particularly a new culture around
work-from-home, continue to weigh on ridership
and farebox revenue. The expiration of federal
support exacerbates fiscal strain, leaving a pro-
jected budget gap that threatens the long-term
stability of lllinois’s transit systems. The urgency
of addressing this fiscal cliff cannot be overstat-
ed, as failure to act could result in lasting dam-
age to the state’s public transit infrastructure.
The lllinois General Assembly must act swiftly to
implement both immediate fiscal relief measures
and strategies for long-term sustainability.

To navigate these challenges, the state must
pursue a multifaceted approach that balances
the need for short-term funding solutions with a
vision for sustainable growth in transit services.
This approach requires leveraging state-level in-
novations such as integrated transit governance,
exploring new funding streams, and exploring
federal partnerships to secure additional resourc-
es. A careful evaluation of policy options, includ-
ing fare adjustments, new tax measures, and the
reform of service delivery models, is necessary to
ensure that lllinois’s public transit system remains
resilient, equitable, and capable of meeting the
needs of its residents in the years ahead.
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