



Guest Opinion: With the T on a better track, time to accelerate the next reforms

The budget lawmakers sent to Gov. Charlie Baker includes important new powers to reform the beleaguered MBTA, but ensuring an effective transit system will require additional common-sense policy changes in a pending transportation bill.
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The budget lawmakers sent to Gov. Charlie Baker includes important new powers to reform the beleaguered MBTA, but ensuring an effective transit system will require additional common-sense policy changes in a pending transportation bill.

The budget created the Fiscal and Management Control Board Baker proposed and gave the MBTA a three-year exemption from the commonwealth’s anti-privatization law. These steps may improve service for 1.3 million transit riders, but they are insufficient for the momentous task ahead.

That job requires that legislators protect current and retired transit employees’ pensions, eliminate union abuse of the T’s unique arbitration system, and provide new revenues for system upgrades.

Just this past month, a review of the MBTA pension fund by Harry Markopolos, the whistleblower in the Bernie Madoff debacle, and Boston University Finance Professor Mark Williams exposed how the $1.6 billion fund overstated its financial health by up to $460 million.

They concluded that the MBTA underestimated T retiree longevity, thereby understating their related liability by as much as $105 million. The MBTA is the only one of seven major U.S. transit systems using 20-year-old actuarial tables.

Finally, the MBTA has employed three different accounting approaches in the last three years to best depict its finances. According to Markopolos and Williams, the fund overstated its assets by as much as $96 million.

The T retirement fund’s books should be public. To date, they’re not because, despite taxpayers’ having contributed over $628 million to MBTA pensions over the last 18 years, the fund considers itself a “private trust.”

We should treat T retirees with the same diligence with which we treat all state employees and teachers by consolidating their pensions in the effectively run state system, the Pension Reserves Investment Trust.

This will protect T pensioners and the public.

Our review of 2010-2014 MBTA arbitration documents found that final and binding arbitration is a second obstacle to reforming the T.

All Massachusetts public entities can seek an arbitrators’ rulings on labor issues, but a politically accountable body, often a city council or board of selectmen, must approve the decision.

Not so at the T. By a historical anachronism, the T’s settlements are decided by a single, private arbitrator and are final and binding. No entity elected and accountable to taxpayers reviews the settlement.

Moreover, even the scope of judicial reviews over arbitration decisions is, by the Superior Court’s own admission, “quite limited.”

The MBTA’s arbitration system also has a chilling effect on contract negotiations, discouraging parties from making concessions out of fear that they might later undermine arbitration positions.

Arbitration decisions have been costly. In 2009, the legislature hiked the state sales tax, dedicating part of the revenues to transportation, and moved MBTA union members to health plans offered by the state’s Group Insurance Commission (the plans available to state employees) to save $30 million annually. The union balked at the insurance changes and obtained an official federal action halting federal funding for the T, costing the MBTA over $60 million.

Lawmakers should guarantee T employees the same arbitration rights available to all state employees, police officers, firefighters and teachers. No more, and no less.

Finally, fixing the MBTA will require additional money. Savings from the above-mentioned reforms can help, but won’t fully address the T’s nearly $6.7 billion maintenance backlog. The most responsible way for the Legislature and governor to assist the MBTA is for the state to assume a portion of the T’s massive debt gradually, as the agency meets customer service and performance goals. This would free up significant operating dollars and create incentives for timely reforms.

With the 2016 budget, lawmakers began the process of ensuring that millions of Greater Boston residents never again experience a six-week virtual shutdown of the MBTA. Now is the time to finish the job, by making the MBTA’s pension fund transparent and solvent, ending the anachronism of final and binding arbitration, and providing the T with debt relief.
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