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A Path to Real Reform at the Port Authority 
 

With the Port Authority (PAT) inching closer to implementing dramatic service cuts and fare 
increases in the face of yet another budget crisis, the need for lasting, substantive reform of its 
operations could not be clearer. At the same time, it should be just as clear that additional 
taxpayer funding will not solve the Authority�s growing financial problems, in view of PAT�s 
well-documented history of operational inefficiency, lavish employee wage and benefit levels, 
and poorly conceived, wasteful capital expenditure decisions. 
 
There is no shortage of successful examples of how competitive contracting�a process under 
which private and public transit providers bid against each other for the right to operate 
government-defined services�has helped reduce costs and improve service. Unfortunately, even 
though competitive contracting offers the best long-term path to financial stability for the Port 
Authority, a number of obstacles must be surmounted in order to even begin to construct a 
substantive competitive contracting program. Paramount among these obstacles are provisions of 
federal and state laws, as well as the legacy of past labor contracts, which have saddled the 
Authority with a level of employee and retiree costs that are financially ruinous, now and in the 
future.  
 
Chief among these barriers is Section 13c of the Federal Transit Act. This provision gives transit 
workers far more extensive protections than those available to other workers, public or private 
sector. Under Section 13c, �the condition of existing transit workers (shall) not be diminished 
through transit projects initiated with federal funds.� Terms of Section 13c arrangements vary, 
but they generally include protections against a �worsening of employee conditions� as a result of 
a project using federal funds. In effect, a transit employee who is displaced or loses compensation 
other than through layoffs due to service cuts or voluntary separation can be eligible for a 
monthly dismissal or displacement allowance for a period equal to the employee�s length of 
service (up to six years). A displacement allowance pays the difference between an employee�s 
current position and the one from which the employee was removed, while a dismissal allowance 
pays the employee the full wage for the position the employee lost. 
 
In practice, Section 13c has severely limited the amount of service transit agencies can contract 
out at any given time. Agencies that have instituted competitive contracting programs have been 
careful to tie the rate of outsourcing to the rate of employee attrition, so as not to �worsen� the 
position of any existing employee and thereby trigger the hefty dismissal allowance requirement. 
In so doing, those agencies have achieved significant savings, but Section 13c has forced their 
progress to be incremental. 
 
Pennsylvania law also has the potential to make any Port Authority competitive contracting 
program difficult to establish. The primary state barrier to a contracting initiative is the 
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Pennsylvania Second Class County Port Authority Act, which gives the Port Authority the 
exclusive right to provide mass transit service in Allegheny County, and which further requires 
that anyone wishing to provide such service first obtain the Port Authority�s permission to operate 
(with the exception of transportation systems that operate into Allegheny County to pick up and 
drop off passengers).  

 
Finally, the growth of medical benefit obligations to retirees, which have to be paid regardless of 
budget impact, presents another significant roadblock to lowering PAT�s costs. For FY 2006, the 
total cost of health care for the Port Authority�s active employees and retirees stood at $60.6 
million, with projections suggesting that by 2012, health care premiums costs will double (absent 
corrective action before that time). Authority officials and other state and local observers believe 
health care costs�particularly those for retirees�are the single largest threat to the agency�s 
future viability. Clearly, dramatic reductions in health care costs are needed. However, union 
officials have flatly stated they will accept no changes to the current system of lifetime, taxpayer 
and rider-paid health benefits for PAT retirees. 

 
In light of the aforementioned obstacles to substantive reform at the Port Authority, the question 
then becomes one of what the Authority can do in the near term to reduce its costs in order to 
stave off further service cuts and layoffs. Notwithstanding the statutory restrictions, there are six 
concrete steps PAT and the legislature can be take to lower costs and maintain (or increase) levels 
of service.  

 
1. Ask the Pennsylvania General Assembly to amend the Second Class County  

           Port Authority Act to end the Port Authority�s monopoly on mass transit service                  
in Allegheny County. Those who need bus service and are willing to pay for it should not 
be deprived of service due to cutbacks necessitated by the Authority�s failure to operate 
in a cost-effective manner.  Private carriers or other regional transit services could take 
over some of the now shut down routes.  

 
     2.   Adopt a permanent hiring freeze and begin to competitively contract bus routes at the 

rate of employee attrition. This would accomplish two goals: It would 1) improve the 
cost efficiency of the system overall; and 2) slow the growth in the number of future 
retirees who will be owed medical benefits.  

 
3.  Re-open the current Port Authority labor contracts. In light of the Authority�s dire fiscal 

situation, it should, at the very least, ask for immediate concessions on work rules, use of 
smaller vehicles, compensation packages, and the ability to competitively contract bus 
services.  

 
4. Offer to buy out current employees� retirement health care obligations as a way to 

increase voluntary separations. Such an initiative would also reduce the Port Authority�s 
future financial liabilities, and to the degree existing employees willingly leave their jobs, 
it would also expand competitive contracting opportunities. 

 
5. Raise fares and, at the same time, create a voucher program to help low-income 

workers who use transit. Passengers should cover a higher percentage of service costs 
through the fare box. However, in order to avoid creating an excessive hardship for low-
income workers who need public transportation to get to their jobs, the state should divert 
some of the economic development grant funds it currently spends on ineffective �job 
creation� projects to fund a means-tested voucher program to assist low income workers. 



6. Ask the General Assembly to eliminate transit employees� right to strike. The ability of 
transit unions to hold the region�s transportation system hostage until their exorbitant 
demands are met has created much of the financial pressure the Port Authority now faces. 
Removing the right to strike would create a more rational balance between labor and 
management (and by extension, riders and taxpayers) in contract talks. 

 
To be sure, initiating any of the steps described above will encounter fierce opposition and create 
storms of controversy.  Intense resolve on the part of elected officials will be absolutely necessary 
to transform the Port Authority and put an end to the series of financial crises that have plagued 
mass transit in Allegheny County.  
 
Failure to act on these and other meaningful expense reducing and service saving measures 
simply punishes the public transit users the Port Authority is duty and honor bound to serve. It is 
time to act forcefully.  
 
Visit the Institute�s web site to read our new report, �Solving the Port Authority�s Financial 
Problems� for a full discussion of the issues outlined in this Policy Brief.  
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