CHAPTER 1
THE EVOLUTI ON OF THE TRANSI T | NDUSTRY

The history of public transit in the United States covers
a period of nearly 150 years. During the first part of this
period transit was the dom nant form of transportation in Amer-
Ican cities, but since the 1920s the use of transit has been
declining steadily. The decline was |nterruFted only during the
years of World War |1 when the supply of fuel and new vehicles
was severely constrained.

THE STREET RAI LWAY ERA

The street railwag was the predom nant form of public
transportation prior to the 1920s. The first fixed-route, urban
public transit In the United States was a horse-drawn, eight-
seater omi bus that began operating on New York Gty s Fourth
Avenue in 1831. The cable car, which was introduced in 1873,
more than doubled the horsecar’s speed, but the cost of burying
the cable limted use of this sKsten1to al ready densely devel -
oped corridors. In the 1880s, however, the electrification of
the streetcar expanded the range of public transit in the cities,
and until the end of World War | public transit ridership grew
more rapidly than the urban popul ation.

The extent of urbanization kept pace with the evolution
of transit technology. Until the late 1880s a typical city
had a two-mle radius, the distance a horsedrawn streetcar could
cover during the 30 mnutes nost people were willing to spend
to reach their destinations in the city core.

The electrification of the streetcar hel ped push the
devel opnment horizons of the city five mles away fromthe center.

During the height of the street railway era, lines |eapfrogged
past the densely devel oped part of the city to outlying areas
and even satellite towns. he spaces in between soon were filled

wi th new buildings, in part because of the new transit |inks.

~In the typical devel opment sequence, the appearance of
electric streetcar lines helped precipitate the conversion of
old residential streets to commercial and |ower-incone housing
areas. Higher-incone residents, who were offended by the
noi se and overhead wires fromthe streetcars sought property
in outlying areas those same streetcars had made accessi bl e.
The densest retail and industrial devel opment occurred where
lines intersected and at their termni. Comrercial activity
continued to focus on the historic core, but inportant subcenters
grew where new crosstown lines met the ol der radiating routes.



The Decline of Public Transit

Al though the ridership on street railways held steady
until the end of World War |, by the late 1920s a pattern of
serious conpetition between the private autonobile and public
forns of transportation in urban areas had begun to emnerge.

The autonobile had begun to assert itself as a major form
of transportation by the mddle of the 1920s. Wth gradually
i ncreasing personal income and the efficiency of mass produc-
tion, autonobile ownership and use expanded quickly. 1n 1900,
there were only 8,000 registered autonobiles in the United States,
but by 1925 the nunber had risen to 17 nillion. -/

The rising popularity of the automobile threatened the
transit industry in three main ways. First, the autonobile
directly conpeted with transit for riders, particularly for social
and recreational trips. Second, the w despread use of autonobiles
meant there was |less incentive to extend streetcar and other
transit to serve new housing and industrial devel opment. Third,
aut onobi |l es ‘increased congestion on the city streets and created
a situation in which the public transportation industry had to
conpete for patronage on the private automobile’s own ground,
where the latter performed considerably better.

In response to grow ng suburbanization and the grow ng
conpetition fromthe private autonobile, the public transporta-
tion industry in the 1920s began to shift fromrail to buses.

In 1922 alnost all transit patrons were carried by streetcar and
rapid rail, but bg 1925 over a billion passengers were being
carrLe?lannually y buses. By 1930 this nunmber had risen to

2.5 billion.

The shift to buses was at |east partially an unintended
secondary effect of the Public Uilities Hol ding CDnPany Act of
1935. This act prohibited utility conpanies from holding finan-
ci al interest In street railways. ility conmpani es had been
buying into streetcar operations since the turn of the century,
and profits fromtheir other nore solvent businesses offset the
financial setbacks transit operations were suffering. By re-
moving the renaining underpinnings of financial stability from
many of the relatively few surviving streetcar |ines, the Hold-
i ng Conpany Act accelerated the nodal conversion process.

TRENDS I N TRANSI T RI DERSH P

- The results of the transit/auto conpetition and ot her
econom ¢ pressures are illustrated clearly by the trend in total
nunber of passengers carried by public transit. Ridership on

1/ Us. Departnment of Transportation, Federal H ghway Admi nistra-
tion, Hghway Statistics, Summary to 1965, p. 12.




street railmaY operations nmore or |ess held steady durin% t he
1920s but fell during the early 1930s. By the time of the De-
pression, the privateaut omobi | e~ had corneredthe pleasure and
social trip market. Transit therefore depended increasingly

on work trips for revenue, and rising unenployment cut into work
travel. The | osses mght have been even greater if two other
forces had not come into play: a tenporary halt in the rapid
grow h of the autonobile |ndustrY and an influx of potentia
patrons into the cities fromfailed farmns.

The rally in transit ridership during the Wrld War 11
years, when a surge in enployment coincided with gasoline short-
ages, gave way to a steady decline that |asted nearly 25 years.
Bet ween 1945 and 1974 the total passengers carried by all forns
of public transit had fallen fromover 20 billion to just over
7 billion. There has been a slight increase in passengers
during the past two years, a large part of which is due to
fuel shortages-and rising prices. Figure 1 illustrates this
trend dramatically.
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FIGURE 1: TOTAL TRANSIT PASSENGERS 1924- 1974

Source:  Wlbur Smth and Associates, Future Highways and Uban Gowth, 1961
Anerican Public Transit Association, “74-"75 Transit Fact Book




CAUSES OF DECLI NE

_ In the alnost three decades since Wrld VWar Il, the urban
public transit industry in the United States has continued its
econom ¢ decline. Even though average fares nationally have
risen faster than the consumer price index, passenger revenue
has not grown rapidly enough to offset increased costs. NMre
and nore systens have experienced operating deficits and many
privately owned systens have either ceased to operate or sold
their depleted operations to the nunicipalities they served.

The basic causes of the decline in mass transit can be attributed
to a number of interdependent factors:

« The urban population has grown rapidly outside the
central cities 1n which nost public transportation
systens are |ocated and where service is concentrated.
(From 1960 to 1970 al one the popul ati on outside central
cities in the United States increased by about 34%
conpared to a 1.5% population gain in centra

cities. Mst of the older central cities suffered de-
creases.)

« Suburban living in the United States is largely
autonobi | e-oriented, in part because housing and poF-
ulation densities are |ow and parking space is usually
freely available. Mreover, because of these |ow pop-
ulation densities and the w de dispersion of origins
and destinations, conventional public transit cannot
oEerate profitably and often is not even available to
t he suburbanite.

« Autonobile ownership has increased dramatically.
Even over the |ast decade there continued to be marked
change. Autonobile ownership per househol d between
1960 and 1970 increased from 1.09 to 1.27; the nunber
of two or nore autonpbile households rose from

13%in 1960 to over 30%in 1972. By 1972 only

20% of all households were without autonobil es.

These, of course, were concentrated anong the poor, old,
or too young -- the groups that are frequently con-_
sidered to be “captive riders” of public nmass transit
systems -- as well as anong dwellers in the centers of
the largest cities.

« Public transit fares have escalated while the user’s
perception of the cost of driving has gone down.

« Lack of innovative managenment and marketing in the
transit industry and conservative attitudes toward change
general |y have contributed to the difficulties of public
transportation.



- Federal prograns have been enacted and administered
unevenly, %|V|ng i mpetus to one form of transportation over
anot her. he support of highway construction from the

H ghway Trust Fund, for exnple, has provided relatively
certain annual funding at relatively high levels for

hi ghways.  Transit, in contrast, has no conparably de-
pendabl e and anpl e source of funding.

o Federal planning funds for conprehensive urban plan-
ning available from the Department of Housing and Urban
Devel opment have been only partly coordinated with trans-
portation programs within netropolitan areas. Coordi nated
planning is necessary to locate transportation services
where they will get the nost use and, conversely, to |locate
new devel opnent where it will be best served by public
transportation. Mich of the effort at coordination that
has occurred has been thwarted by the | ack of devel op-
ment controls and other powers necessary to inplenment

the plans.

o« During nost of the period in which the nation's urban
mobility problems were devel oping, the state and Federal
governments were |argely concerned with the problens of
transportation between urban areas. It is only in the

| ast few years that attention has increasingly focused
on the transportation needs within these areas, although
this shifting interest and concern has not yet caught

up with the needs. :

THE RAPI D | NCREASE | N OPERATI NG DEFI CI TS

Al though ridership has declined sharply and continuously
since 1945, it was not until 1963 that the industry as a whole
first experienced operating costs in excess of revenues. By
1973 (the nost recent year for which published data are available),
despite a small increase in revenue passengers for the first year
since Wrld War |1, the revenue deficit nationally had grown to
two-thirds of a billion dollars and was growing at a rate of over
33% per year.'/ The deficit stood at 13 cents per revenue
passenger.

Recent |y publ i shed data show that the annual
percentage growth rate in 1974 was nore than double the 1973
number as indicated in Table 1. / Because
of these dramatic increases and the major inplications of a
continuation of this trend, a 1975 national projection has been
obt ai ned based on up-to-date experience in nmajor netropolitan

1/ '73-'"74 transit Fact Book, American Public Transit Associ ation.
Table No. 1, p. 4

2/ 1bid,




TABLE 1 -- NATIONAL ANNUAL TRANSIT DEFICIT

Net Operating Annua
Deficit After Per cent
Year Taxes ($M i ons) Change
1968 $161
37%
1969 $221
30%
1970 $288
43%
1971 $411
25%
1972 $513
44%
1973 $738
72%
1974 $1, 271
33. 9%

1975 (proj ect ed) $1, 702

Source: Anmerican Public Transit Association, '74-'75 Transif
Fact Book for 1968 throu?h 1974; System Design
Concepts, Inc. forecast for 1975 (see text for
expl anation).

areas. Metropolitan transportation officials in each of the

cities listed are the sources of data for the forecasts of
deficits indicated.

The total 33.9% projected increase for 1975 in
the metropolitan areas was used as the basis for projecting the
national tigures shown in Table 2. This projection is presented
with some reservation, recognizing that the basis for the indi-
vidual figures varies widely. On the whole the individual esti-
mates are likely to be on the conservative side, tending to
reflect operators’ optimsmregarding their ability to manage
costs. Nonetheless this analysis does clearly denonstrate that
the rapid rate of growth of operating costs in excess of operating

revenues is _ reaching,an,order of mag-
nitude of major national consequences -- $1.7 billion. A recent



TABLE 2 -- TRANSIT OPERATING DEFICI TS IN 1974 AND PROJECTED
FOR 1975 IN SELECTED MAJOR METROPCLI TAN AREAS
(MIlions of Dollars)

Per cent
Metropolitan Area 1974 1975 I ncrease
New York* (Cal endar Year) 315.0 421.7 33.8%
Boston (Cal endar Year 141.6 159.0 12. 3%
San Francisco** (F.Y. 87.6 109.9 25. 5%
Los Angeles (F.Y.) 66. 8 97.1 47. 2%
Chicago (CTA only - Cal endar Year) 62.6 93.6 49. 5%
Phi | adel phia (Septa onIy? 58.5 75.1 28. 4%
Vashington, D.C. (Bus only - F.Y.) 17.5 38.4 121. 1%
Pittsburgh 23.4 30. 4 29. 9%
Atlanta ?F.Y.) 17.0 24.3 43.0%
Seattle 14.3 19.5 36. 4%
M nneapolis-St. Paul (Calendar Year)  12.0 24.3 102. 5%
Denver (Cal endar Year) 7.4 10. 4 45. 4%
Total s 823.7 1,103.7 33.9%

*NY.C.T.A only; based on interpolation of data for 11 nonths of F.Y. 1974
and prior years and projections of 1975 and 1976 cal endar years by MA

**Based on data fromfive principal operators covering all estimted 95 per-

cent of area's transit s¥stem.and extrapolated to cover the entire transit
service area in the San Francisco region.

Source:  Telephone contacts with officials in each netropolitan area in
March 1975. In each city, the nunbers for the two years use

common assunption,~ al though some of the numbers are inconsistent
with more recently reported data

U.S. Departnent of TransPQrtation projection of a $2.5 billion
deficit in &99% is unrealistically optimstic in light of
this trend.

Recent growth in deficits reflect, to an increasing ex-
tent, the financial inpacts of public takeovers of declining

Private systems coupled with extensions and inprovenents in the
quality of service. In addition, in contrast to a few years ago

1/ A Study of Urban Mass Transportation Needs and Financing, U S
por, July, 1974 pp. 4, 5.
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operators have been tending to hold the line on fares despite
rising costs.-& Average fares have been declining in real dollar
terms nationally during the last few years. Thus, in contrast to
earlier years, the financial problemis nore and nmore a result

of conscious policy decisions rather than a reflection of |
negl ect and deterioration in the level and quality of service.

The financial inpact of service inprovements was
illustrated during fiscal years 1974 and 1975. Transit operators
responded to the oil enmbargo and higher fuel prices with new
routes, route extensions, and nore frequent service, placing *
greater enphasis than before on innovative services. Ridership
I ncreased, but the gap between operating costs and farebox
revenues generally grew w der. For
exanpl e, WVATA here in Washington reported that the expanded
service increased operating costs by 12% while ridership grew
only by 2%

The National Mass Transportation Assistance Act of 1974
provided a total of $3.975 billion over six years, through the new
Section 5, for optional use to pay oPerating costs.  The funds
authorized are not to exceed $300 mllion for fiscal year 1975,
increasing annually to $900 million in fiscal year 1980.

The results of a tel ephone survey of major netropolitan
transit operators indicate their need for OEerating assi stance
is so great that nmost of them plan to use their entire allocation
of Section 5 funds for this purpose despite the requirenent of

much greater local matching share (see Table 3) . The local share
for operating assistance is at |east 50% conpared to
20% if the sane funds are used for capital inprovenments. It

is apparent that in at |east some of the netropolitan areas sur-
veyed the present level of transit service cannot be maintained
under the existing fare structure through the renainder of this
year wi thout the operating assistance funds authorized in the
1974 act.

1/ During the period 1949 to 1970 transit fares rose 3% per year

greater than the consuner price index; however, between 1971
and 1974 transit fares rose less than 2% per year, Wile the
consuner price index rose nore than 6% per year.



TABLES K
PROPOSED D) SPOS TLON F SECTION 5 FAGS F.Y. 1975
SELECTED METROPOLI TAN AREAS

METROPOLITAN F.Y. 1975 ALLOCATIONS | TRANSIT_OPERATIONS |CAPI TOL _ DEVELCPVENT|TRANSIT OPERATIONS
AREA (MLLIONS ( PERCENT) ( PERCENT) (TOTAL)
ATLANTA $2.4 100 0 $2.4
BOSTON $6.5 100 0 $6.5
CHICAGO $18.1 100 0 $18.1 \
DENVER $2.4 0 100 0
LOS ANGELES $24.0 100 0 824.0
NEW YORK $42.7 100 0 $42.7
SAN FRANCISCO $10.1 99 1 $10.0
SEATTLE $ 2.7 0 100 0
TWN CITIES $3.3 0 100 0
VWASHI NGTON  D. C. $6.9 100 0 $6.9
TOTAL $119.10 92% ) 8% $110.60

In summary, the financial stability of the transit indus-
try has undergone a dramatic reversal since 1945. As shall be
di scussed in the next chapter, the decline has spurred the con-
tinuing efforts for the Federal government to develop a sound
public policy for supporting transit operations.



