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Every day, hundreds of thousands of New Jersey residents rely on public transit to get around, 
taking trips to work, school, medical appointments, family visits, and to shop and dine. NJ 
Transit is at the heart of these daily journeys, helping more than 630,000 people statewide go 
where they need to be while keeping cars off the road and bringing the state closer to its 
climate and pollution reduction goals.i NJ Transit is an engine of economic opportunity and 
everyday necessity, particularly for people who do not own or drive a car, as well as low-
income, Black, and Hispanic/Latinx residents who are more likely to use mass transit. 
 
However, the agency’s future is in jeopardy due to years of underfunding, the lack of a stable 
and dedicated source of revenue, and a looming deficit of nearly $1 billion once federal 
pandemic assistance expires.ii This deficit would constitute nearly one-third of the system’s 
total budget and, without additional state funding, could lead to dramatic service cuts and fare 
hikes that would harm everyday commuters and the broader economy.iii    
 
Instead of relying on service cuts and fare hikes, state lawmakers should consider an 
alternative: have the largest and most profitable corporations help fund NJ Transit, a public 
service they directly benefit from, by simply extending the Corporation Business Tax surcharge 
on companies making more than $1 million in profit. The surcharge is only paid by the top 2 
percent of corporations earning profits in New Jersey — including many large multinational 
companies headquartered outside of the state like Amazon and Walmart — providing a fair and 
stable revenue source that spares small businesses and commuters.iv This tax generates $1 
billion in revenue annually, filling almost precisely the budget hole left by expiring federal 
funds and years of state disinvestment.v  
 
As corporations earn record-breaking profits and working families struggle with rising prices, 
taxing multinational corporations to support critical infrastructure that we all benefit from is a 
fair, responsible, and commonsense solution to fix NJ Transit in the short and long term.vi 
 
  

 



 

New Jersey Policy Perspective 
137 W. Hanover Street | Trenton, NJ 08618 | (609) 393-1145 | njpp.org 

2 

NJ Transit is Vital to New Jersey’s Economy and Communities 
 
Serving the densest state in the nation and providing direct access to New York City and 
Philadelphia, NJ Transit connects residents to millions of employment and economic 
opportunities, essential services, community resources, entertainment, and social activities. 
Being able to get around safely and reliably, and having transportation options for residents 
who do not or cannot drive, is vital to the region’s economy and the wellness of communities 
across New Jersey. A robust mass transit system also supports better health outcomes by 
significantly reducing trips made by car — an essential service given that transportation is the 
single largest source of air pollution in the state. 
 

Mobility and Accessibility 
 
Everyone in New Jersey benefits from NJ Transit and the options they provide to get around 
the state. From the white-collar worker taking the train to their office, to the building 
maintenance worker taking the bus, to the nurse taking the light rail to get to their shift at the 
hospital, all types of workers depend on mass transit to provide for their families and keep the 
state running.  
 
Mass transit is also a critical lifeline for low-income families and those who cannot drive or 
afford their own car. Nearly half of NJ Transit bus riders do not own a car, more than half have 
an annual income of less than $35,000, and 80 percent rely on the bus more than five times per 
week.vii The racial divide in commuting is also stark: Black workers are three times as likely as 
white workers to not have a car at home, while Hispanic/Latinx and Asian-American workers 
are twice as likely as white workers to not have a car.viii Further, households in cities with 
higher concentrations of people of color, like Jersey City and Newark, are more likely to lack 
access to a vehicle compared to households statewide.ix Mass transit ensures mobility and 
accessibility not only for these families but also for those who are disabled and cannot drive. 
 

Economic Benefits 
 
NJ Transit’s economic benefits build on the nearly 270 million individual trips made per year, 
connecting people within the state and beyond.x Bus and train rides link people with higher-
paid jobs, health care facilities, and higher education opportunities.xi In addition to trips within 
the state, NJ Transit provides residents with direct access to New York City and Philadelphia, 
as well as connections to job centers across the Northeast Corridor in cities like Boston and 
Washington, DC. More than 78 million riders use NJ Transit-operated or supported trains and 
buses to travel into and out of Manhattan, with another 5.2 million riders going into and out of 
Philadelphia.xii 
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And these trips go beyond everyday commuting for work. A survey of bus riders found that 40 
percent of riders use the bus to get to places other than their job, including doctor’s 
appointments, school, and to shop and dine.xiii This means that off-peak service is essential to 
keep the state’s economy moving. Hundreds of thousands of riders also travel down the shore 
on the North Jersey Coast Line and to concerts and events at stadiums and performing arts 
centers in Newark, the Meadowlands, and Atlantic City, attracting people from across the 
country and generating millions in income annually.xiv  
 
Access to these job opportunities not only benefit individual workers and their families, but 
businesses and the broader economy alike. Businesses benefit from access to a deep and 
talented pool of workers, and will often move near job centers served by mass transit as a 
result. This creates a self-reinforcing loop, making states like New Jersey a great place to live 
and station a business.xv  
 
Direct investments in NJ Transit also pay off for the state and the communities it serves. 
Roughly $5 billion is generated annually through spending on mass transit in the state, creating 
a return on an investment of two dollars in economic benefits for every dollar spent on NJ 
Transit.xvi 
 

Health and Environment 
 
Robust public transit also benefits the state by reducing air pollution and improving the health 
of New Jersey families and the environment. With New Jersey’s expansive highway and road 
networks, the transportation sector is the state’s biggest source of air pollution.xvii Replacing 
car trips with a bus or train helps reduce air pollution and greenhouse gas emissions 
everywhere, particularly in communities overburdened by pollution. In 2019, NJ Transit 
displaced enough carbon dioxide to replace more than 800,000 passenger cars.xviii Increasing 
the use of public transportation will help New Jersey meet its goal of achieving an 80 percent 
reduction in greenhouse gas emissions by 2050.xix  
 
More access to mass transit can also improve public health by reducing traffic congestion and 
injuries from car crashes. With fatal crashes and pedestrian fatalities on the rise, traffic safety 
should be viewed as a matter of public health. New Jersey has seen an increase in fatal crashes 
over the past two years, and road traffic crashes remain the leading cause of death for people 
under the age of 54 in the United States.xx 
 
NJ Transit is Underfunded and Faces a Catastrophic Fiscal Cliff  
 
Despite the crucial role of NJ Transit in morning commutes and the state’s economy, state 
lawmakers have routinely underfunded the agency over the last three decades. NJ Transit also 
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lacks a dedicated and stable source of state funding, unlike comparable transit agencies across 
the country, making it near-impossible to balance annual budgets without forgoing capital 
improvements or raiding funds from other state programs. Now, with a one-time infusion of 
federal pandemic aid about to expire, NJ Transit faces a looming $1 billion budget shortfall that 
could lead to catastrophic service cuts and fare hikes.     
 

Decades of Disinvestment 
 
For decades, NJ Transit has not received enough state funding to cover its expenses, resulting 
in overcrowded buses, frequent train cancellations, and delays to much-needed service 
expansions like the Hudson-Bergen Light Rail. This underfunding is exemplified by the annual 
transfer of funding from NJ Transit’s capital budget — meant for updating and building new 
physical infrastructure — to cover annual operating costs, a practice that state lawmakers have 
allowed since 1990. Even so, lawmakers have historically provided NJ Transit with robust state 
funding until direct state aid was cut by 90 percent during the Christie administration.xxi As 
recently as 2009, the state invested $500 million annually in NJ Transit — far more than the 
$140 million direct state aid in the Fiscal Year (FY) 2024 budget.xxii  
 

 
 
To cover its operating expenses, NJ Transit’s budget routinely raids hundreds of millions of 
dollars from other dedicated funds, most notably the Clean Energy Fund and NJ Transit’s own 
capital investment fund. Both raids are counterproductive: money from the Clean Energy Fund 
should support investments in new, green energy sources and technology, and raiding capital 
investments has left NJ Transit with more train breakdowns than its peer agencies.xxiii 
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Lack of state funding has also resulted in an overreliance on farebox revenue, i.e., commuter 
tickets and fares, a revenue source that is volatile year over year.xxiv Public transportation is a 
public service that benefits the state as a whole, not a “business” that should be expected to 
make a profit. Relying disproportionately on riders to balance NJ Transit’s budget functions as 
a regressive tax — shifting the financial burden on residents least able to afford it — and will 
never lead to a fully-funded, balanced budget.xxv Across the country, transit agencies more 
reliant on farebox revenue, including NJ Transit, are facing steeper budget shortfalls than 
agencies with stronger public investment.xxvi  
 

Reliance on Pandemic Aid 
 
Already operating on a shaky foundation, NJ Transit and its finances were especially vulnerable 
to the COVID-19 pandemic and subsequent dip in ridership. In the years since, lawmakers have 
balanced the agency’s budget with an infusion of federal pandemic assistance from the CARES 
Act and American Rescue Plan. In total, NJ Transit will have received approximately $4.5 
billion in federal pandemic aid, including roughly $800 million for the current fiscal year and 
$750 million next year in FY 2025, after which the aid expires.xxvii  
 
A look at NJ Transit’s current budget shows that the agency faces deficits of approximately $1 
billion — nearly 30 percent of its budget — once the pandemic aid runs out.  
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As pandemic-related federal relief ends with no congressional action on the horizon, state 
lawmakers will have to grapple with a severely underfunded and overstretched agency that 
service cuts and fare hikes alone will not be able to solve.xxviii 
 

Lack of Dedicated Funding 
 
NJ Transit is not alone in experiencing a drop in ridership after the pandemic; however, it 
remains the only statewide transportation agency of its kind without dedicated state 
funding.xxix  
 
While comparable transit agencies receive more than half of their funding from dedicated state 
and local revenue sources, a mere 5 percent of NJ Transit’s budget comes from direct state aid. 
Pennsylvania, Massachusetts, California, and Illinois fund their mass transit systems through a 
statutorily dedicated portion of the sales tax.xxx New York and Oregon fund their transit 
systems with corporate and payroll taxes on businesses within their service areas.xxxi  
 

 
 

Recently, New York resolved a $600 million deficit without drastic fare hikes or service cuts by 
raising taxes on corporations, many of which benefit from public transit.xxxii Not only is the 
agency fully funded and with a balanced budget for the first time in 20 years, but projections 
show that this new revenue stream will help balance MTA’s budget through 2027. Dedicated 
revenue allows agencies to sustain operations in the short term as well as engage in long-term 
planning to ensure continued high-quality service for riders everywhere. 
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Recommendation: Dedicate the Corporate Surcharge to Fund NJ Transit 
 
To balance NJ Transit’s budget and put the agency on a path of long-term stability, any 
dedicated revenue must be substantial enough to cover the nearly $1 billion deficit and protect 
against future crises and shocks. New funding should also come from those with the highest 
incomes and wealth rather than the low-income residents for whom fares already serve as a de 
facto tax.xxxiii By simply extending the Corporation Business Tax surcharge, New Jersey can 
save NJ Transit with revenue generated by the world’s biggest and wealthiest corporations that 
have long benefited from the state’s infrastructure and workforce.   
 

A Fair Source of Revenue 
 
With many families struggling to keep up with rising costs, corporate profits have soared to 
record levels.xxxiv This concentration of wealth and resources has not only failed to trickle 
down to workers and their families, but has also coincided with significant corporate tax cuts 
at the state and federal levels. Most notably, the Trump-era tax cuts lowered the federal 
corporate tax rate to its lowest level since 1946.xxxv Tax avoidance is also on the rise, even with 
these lower tax rates, with more than one-third of large corporations paying nothing in 
taxes.xxxvi Having profitable corporations that directly benefit from public transit help pay for 
those investments would promote fairness, spare low- and middle-income riders from drastic 
fare increases, and provide NJ Transit with a stable source of revenue now and into the future. 
 
And when states have cut corporate tax rates, the promised economic boom times rarely reach 
workers, with corporate tax rates having little correlation with income growth.xxxvii What 
corporate tax cuts do correlate with is rising inequality, with lower corporate taxes leading to 
more concentration of wealth in the top 1 percent of households. 
 
When corporations pay a state tax, the dollars come from shareholders and highly paid 
executives, not average workers or consumers.xxxviii 
 

Dedicating the CBT Surcharge 
 
New Jersey has already recognized how taxing highly profitable corporations can advance 
equity, fiscal responsibility, and smart economic investments. Enacted in 2018, the 
Corporation Business Tax (CBT) surcharge is a 2.5 percent tax on corporations with over $1 
million in annual profits. This $1 billion revenue source targets the most profitable 
corporations in the world, but it is set to expire at the end of 2023 unless lawmakers extend it.  
 
Because this tax is applied to profits, not revenue, the few affected corporations would remain 
incredibly profitable. And because the tax is applied to profits earned in New Jersey, not solely 



 

New Jersey Policy Perspective 
137 W. Hanover Street | Trenton, NJ 08618 | (609) 393-1145 | njpp.org 

8 

on companies headquartered in the state, it is primarily paid by large multinational 
corporations — like Amazon, Walmart, and Bank of America — that have no incentive to stop 
doing business in New Jersey. The $1 million profit threshold ensures that only the most 
profitable 2 percent of corporations operating in the state will pay it, meaning that 98 percent 
of New Jersey businesses will not pay the surcharge at all.xxxix And since the surcharge has been 
a part of New Jersey’s tax code since 2018, extending it would not create a new tax or expense 
for the roughly 2,500 corporations that currently pay it.  
 

 
 
To fix NJ Transit and give it the financial resources it needs to thrive in the coming decades, 
lawmakers should dedicate revenue from the CBT surcharge to pay for NJ Transit operations. 
The surcharge is estimated to bring in $1 billion in annual revenue, according to budget 
documents released by the Murphy administration, just as NJ Transit faces a nearly $1 billion 
budget deficit.xl A dedication of corporate surcharge funds will allow the agency to reduce its 
reliance on money from its capital fund and the Clean Energy Fund, allowing those dollars to 
go to their intended uses rather than patching over the system’s operations.xli  
 
It is worth noting that NJ Transit is not the only agency or piece of state infrastructure that 
will require additional funding once federal pandemic assistance expires. Local school districts 
and child care providers, for example, are just two critical sectors that will need state 
investment to replace expiring federal aid.xlii  
 
If state lawmakers do not want to use the entire CBT surcharge on transit so they have 
additional funding for other programs, they should dedicate at least $500 million to NJ Transit 
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to bring state aid back to historical levels prior to the Christie administration. When adjusted 
for inflation, state investment in NJ Transit averaged over $400 million in annual spending 
during the 1980s, early 1990s, and during the pre-recession 2000s.xliii To be clear, this would 
not fully resolve NJ Transit’s budget deficit, but it would likely stave off the most disastrous 
cuts and fare hikes — if combined with other funding measures — while providing lawmakers 
time to find alternative funding sources.  
 
Whichever path lawmakers choose, extending a tax on wealthy corporations to stabilize and 
fund NJ Transit can alleviate its fiscal woes and advance New Jersey’s economic and 
environmental goals, without pushing those costs onto low-income residents. 
 

The Alternative is a Disaster 
 
If lawmakers do not find a new, dedicated source of revenue for NJ Transit, the alternative is 
nothing short of a disaster. Given the scale of NJ Transit’s budget deficit, balancing the 
agency’s budget primarily through fare hikes and service cuts could lead to a transit “death 
spiral,” a vicious cycle in which higher fares and reduced service lead to fewer riders, less 
revenue, and further cuts.xliv This would gut what remains of NJ Transit’s ridership base, 
jeopardizing the state’s economic growth, cutting off access to jobs from hundreds of 
thousands of residents, and dooming any progress towards the state’s climate and emission 
reduction goals. It shouldn’t have taken a crisis for lawmakers to finally dedicate funding to NJ 
Transit, but with a nearly $1 billion shortfall and no good alternative, they have no choice but 
to act.  
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