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CHAPTER I
DAWN OF THE TRANSIT INDUSTRY

The beglnning of urban mass transitl in the United
States can be trsced to the early part of the 19th Century.

One Abraham Brower, living in New York City, was
probably the first person to earn a shilling in mass
transportation in North Americg. In 1827 he hsad a
carriage maker fashion & twelve seat, stagecosach=~like
vehlcle which he operated on Broadway for a flat £are
of one shilling regerdless of distance of travel,

The use of carriages to transport groups of people
fulfilled a need and soon spread throughout the cities of the
East Coast. Soon improved types of coaches were introduced which
were larger and more sulted for the carrying of passengers, Among
these was the "omnibus® which accommodated more people and whose
superiority of construction over preceding models was Quickly
evident, It became the standard vehlicle of the industry, and

proved to be qulte durable. Although the omnibus was to continue

1 Urban Maess Transit - the author shall frequently
refer to mass transit, transportation, and traction, which he
uses synonomoualy to mean the conveyance, upon payment of & stated
fare of people in groups, over fixed routes,

2 "Transit Before the Turn of the Century", Mass
Transportation, 1I, January, 1954, 38.

1
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in use for many years, snd actually reached the peak of 1ts oper-
ation just after the Civil War, its successor appeared as early
as 1832, To exemplify the long usage of the omnibus, in New York

City the Fifth Avenue Coach Company operated omnibuses until 1908,
HORSE CARS AND CABLES TO HOVE THE MANY

As we have indicated, while use of the omnibus was to
continue for years, the horse railway which was to supplant it,
was first introduced to the world in 1832, These vehicles were
also horse drawn, but offered a much faster, smoother ride since
they ran on iron wheels over iron rails,

Development of the horse railways was slow until the
1850's when acceptance began increasing. Though the seeds of the
industry were sown in the horse coach era, it is in the develop~
ment of the horse railway companies that we find the foundations
of many of the masa transportation companies of today. Not only
were they the immedlate predecessors of present companies, but
the story of thelr operations forecast for the modern transit
operators the nature of the industry. The horse rallways psssed
throuzh a cycle similar to that which thelr successor was to meet,
After the earliest of these companies proved thelr ability to pay
dividends, a wave of ill-consl dered bullding and expansion oc~
curred, which soon proved to be unprofitable.

Another difficulty, equally pertinent to the later
histery of the electirc road, was soon encountered., It
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became obvious during the Civil Wer and the period of
high prices which followed, that a public utility whose
system of prices 1s as much In the public eye as that

of the street rallway and whose services are purchased
by all, has great difficulty in raising these prices,
however great the emergency. The street railway industry,
during the period of horse as well as electric traction,
has on the whole benefited from falling prices and has
never found a means during periods of rising prices, of
increasing it receipts with enough rapidity to equal the
increase in its costs.d

The service of the old horse railways was anything but
comfortable by modern standards, The length of ride was short
Lacauss the operators learned that the early oversxpansion was
kunprofitable, and that areas which did not yield sufficlent reve-
nues must remain unserviced. Riding in winter was hazardous since
the cars were either unheated, or were warmed by an iron coal
[stove in the center. Use of this stove coupled w1 th the custom of
lspresding straw on the floor between the wooden benches led to not
o few fires and frights.

In the period after the Civil VWar, when the omnibus was
fading in importance and the horse rallways were beginning to gain
jpcceptance, there also appeared a third milestone in transit de-
velopment, This innovetion was the cable car, whose era of wide-

[Bpread use was to be brief.h

3 E. S. Mason, The Street Rallway in Massachusetts,
Cambridge, 1932,

i Cable cars are still used in San Francisco, but this
continued use is probably attributable to local sentiment and as
E tourist attraction,
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?assenger~carrying cable cars were introduced by Charles
T, Harvey in New York City in 1866 on his pioneer elevated line.
Later the principle was applied in 1873 in San Francisco where the
cars operated on ground level., Cable car operation was much more
expensive tc Instell than horse railways, though less expensive
to operate, Operation was accomplished by driving the cable on
endless wire rope from a stationary steam engine in a powerhouse,
The cable ran through a slotted tube in the middle of the tracks,
Each cable car was equipped with a "gripf which wes applied to the
cable to move the car, and was released by the "gripman" when
necessary to stop.

But even ss use of the cable car spread, the development
of electricaelly powered transit cars was proceeding, and was soon
to achieve domination of the fleld of urban transportation for

about & half-century.
ELECTRIC CARS AND HIGH HOPES

Experimentation with the use of electricity to power
vehicles commenced early in the 19th century.

Hardly more than 10 years efter Michael Farrady had
expounded the fundemental principle of the electiic
motor, & Vermont blacksmith named Thomas Davenport had
built a miniature electric car which made its first run
on a small circular track carrying its own primary
battery in 183l.

S Mass Transportation, January, 1954, p 39.
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This and‘other experiments continued untll efficlency progressed
to & serviceable degree.

Commercielly feaslble electrlcally powered strest cars
lappeared in the 1860's, and improved design and construction
jnerited a general conversion to electrical equipment in a short
[period. A Census of Street Railways in the United States in 1890,
revealed that there were 1,200 miles of elevated operation, 5,700
jniles operated by animal power, and 500 miles of cable, By 1902
there were 22,000 miles of olecﬁric operation, 250 miles of horse
car track, and only & few miles of cable linea.é

With the commencement of electrically operated trolleys,
the modern age of urban mass transport dawned. The new, heavier
equipment offered a faster, more confortable ride, and soon public
demsnd arose for even more service and more routes,

Unfortunately the spontaneous public acceptance proved
to be a welcome opportunity to promote many shady deals. Hesal es-
tate promoters connived with unscrupulous transit operators to ex-
tend trackage to foster sale of suburban land tracts. However,
where extensions ilnto new areas were honestly planned and faithfuls
ly achleved, the result fresquently was growth and development of
new communities. For this service to the large urban areas the

transit companies ere to be commended. They played a vital part

6 Transit in America, An undated release of the
American Trensit Assoclation, 3.
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in the development of modern urban life,
THE "RL"

Strange as it may seem today, even in the mid 1800's
jurbenites were beginning to be plagued by crowded sireet traffic
jconditions, Clamor arose for some way to move psople faster and
t the seme time diminish the increasing street congestion., We
tave elready alluded to Charles T. Harvey, who in 1866 introduced
lan elevated cable car to New York City. This was an obvious
jattempt to offer rapid service above the street level,
Later experiments were made with steam locomotives to
jpull coaches on the elevated structures, and finally in 1895 an
plectrically powered elevated system made its appearance in

Chicago.
TRANSIT PRANCHISE

It is of paramount importance to take cognizance of the
act that transit companies stand in a peculiar relationship to
[he public. The public streets are used as right of way, and most
evermes of the companies are derived directly from individuals,
[ach of whom has certain rights and privileges relative‘to 8ll
ublic streets, and each of whom possesses the privilege of e~
Eecting those who will be responsible for regulation of street use.

.arly recognition of this relationship by local governments led to
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contracts or franchises issued by the political subdivision and
accepted by the individual compeny. In many communitles they be-
came corplex documents covering not only the permissible fare to
be charged, but also covering the type of service to be rendered,
end the amounts to be pald for use of the streets., Yet, the
efforts to control the transit operators through the use of
franchise were not very successful. Publiec officials connived
with opsrators to circumvent the franchises., Public opinion
finally insisted on the establishment of permanent regulatory
commissions to compel the companies to fulfill in their franchise

obligations,




TABLE I* 8

NEW PASSENGER EQUIPKENT DELIVERED TO TRANSIT CONPANIES
IN THE UNITED STATES - 1938 TO 1951

Railway Cars

Calendar Subway & Trolley Motor Grand
Yesar Surface Elevated Total Coaches Buses Toteal
1938 145 250 295 377 #* #
1939 371 123 Lol 152 # #
19,0 L63 189 652 618 3,984 5,254
1941 1,62 0 162 227 5,600 6,289
19l2 28 0 284 356 7,200 7,840

1943 32 0 32 116 1,251 1,399
194l 28l 0 28l 60 3,807 4,151
1945 332 0 332 161 L4 L,934
1946 421 0 21 266 6,163 7,150
1647 626 2 628 955 12,029 13,612
1948 178 248 726 1,430 7,009 5,165
1949 273 415 668 680 3,358  L,726
1950 I 199 203 179 2,668 3,050
1951 56 1,0 196 600  L,552 5,348
1952 19 0 19 22 1,749 1,992
1953 0 0 0 0 2,246 2,246

#Data on Motor Buses not svallsable,

% Transit Fact Book, 1952, Table 17 and Transit Fact
Book, 1954, Table 1B.




ENTER THE BUS

The last msjor shift in transit vehicles was the con-
version of operations from street car use to bus use, Kotor
busses were first operated 1n urban transit about 1505 by the Firty
Avenue Coach Company of Hew York City. The early busses wers
crude, uncomfortable and generally unrelliable for continuoua
gervice, With low wages and an sbundance of moderestely priced
materials there was no great interest displeyed iIn bue use in the
first quarter of this century. "By 1920 there were stlill only a-
bout sixty (motor busses) operated by tsn trolley‘compani@s
throughout the country."

The impetus to investigate the possibilities of bus
transportation really resulted from rising costs and increasing
traffic congestion., As these conditions continused to pressure
transit managements, a general movement to bus utilization began.
This major shift began in the 1930'a, and gained momentum until
the outbreak of ¥%orld War II. During the war new equlpment was
produced, but on a limited scale, so that conversion to bus oper-
ation awaited the coming of peace, The new equipment, consisting
chiefly of busses, answered the industry's need for a more flexi=~
ble veihicle, less subject to traffic delay than the track bound

street car.

7 Transit in America, An undated release of the
Americen Transit Association, 7.




CHAPTER I1I

EARLY OVERCAPITALIZATION

The transit companies of the late 19th Century were in
general heavily overcaplitaslized. The causes were many and natu=-
rally varied from company to company. Among the reasons for this
unbalanced finencial condition were overbuilding, watered stock
and rapid replacement of equipment. Overextension of transit
lines is ettributable to an overcptimiastic view of transportation
needs; to ventures hy lrresponsible promoters to sell real estate

in suburban areas; and to profit from constructions.

OVERCONSTRUCTIOR

The overoptimism which led to overconstruction is under-
standable. Everyone at the time felt that translt was an inex-
haustible gold mine. Certainly we can defend too, honest cooper=
ation with real estate men to develop new living areas. But out
end out grafting also existed in construction. Another reason for
overcapltalization due to overbuilding resulted from the necessary
consolidation of competing companles neither of which could profit
from their operations. Short sighted indeed, but many competitors
used different gsuges in laying rail, which had to be rectiflied

subssquently. An additional reason for swollen conatruction costs
10
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was the necessity of installing heavier track for use by newsr
equipment,

It seems clear that overbullding in its various forms
has been one of the most important factors in swelling
the capltalization and the construction accounts of the
electric railways. Its effect upon credit could not
have been otherwise than adverse and cumulative, par-
ticularly when the idea daswned upon the horigon of the
street rallway investor that many street railway lines
and an enormous amount of street railway equipment were
becoming obsolete as a result of automobile competition
and a sharp reversal of the tendency of development in
the street railway art.l

WATERED STOCK

The transit companies, in what has been called the
Golden Days of Transit, also attracted unscrupulous and dishonest
men who added to capitalization for their own profit. A tactic
frequently used to achieve this was the estsblishment of a holding
company.

The organizers of the holding companies capitalized
future sarnings, which never were realigzed, by the iassu~
ance to themselves of stocks and bonds which represented
no return investment. One of the outstanding examples
was that of the Metropoliten Traction Co. of whom P, A.
B. VWldener, Thomas Dolan and W. L. Elkins were the leading
spirits. This group first gained control of the surface
railways of Philadelphia and other cities, and then,
Joined by William C. Whitney, and Thomas F. KRyan, turned
their attention to New York City. Here they quickly
succeeded in consolldating all the surface lines in
Manhettan and the Bronx, making huge fortunes for them=

1 D, F., Wllcox, Analysis of the Electric Rallway
Problem, New York, 1921, é
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selves in the process. For example, the holding company
company acquired control of a railway on Thirty-Fourth
Street worth $100,000 and issued %2,000,000 in stocks

and bonds secured by this property. The Metropolitan Street
Rallwey Company, likewise controlled by this group, was
compelled to pay %2,000,000 in cash for these securlties

and in ordgr to get the money hsad to sell its own stocks

and bonds,.

There are numerous instances of directors issuing stock
to city council-men to obtaln more favorable franchises. Even
these tactics were not entirely controlled by state regulatory
commissions since thelr task was generally restricted to control
of service and limitation of earning power. The commissions usu-
ally did not heed the amount of capitalization, hence promoters
increased capitslization for their own profit. Many years later
the Federsal Securities and Exchange Commission was able to control
this situation rather effectively.

The purchase of rolling stock is another area in which
the student of tranait history can see the tendency to overcapi-
tallze. It must be understood that about the turn of the century,
and even during the decade before, the vehicles of the transit
compeanies were undergoing radical improvement. Larger cars, heavi-
er trucks, sefety cars, etc., were being introduced. The new

equipment waes frequently purchsased and put into service long beforq

the coat of dlaplaced equipment was amortized,

2 "Municipal Transit,” 3ocial Science Encyclopedis,

VI’ 120.
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.

In time the early overcapitalizetion had the effect of
destroying credit., With credit gone, and new capital needed,
transit companies were in difficult streits. In the final ansly-
sis the basls of credit is earning power, and the exlstence of
physicael transit property and equipment is of transient import.
The property must be accompanied by an ability to esrn so much as
to assure a reasonable return. Otherwise, needed capital cannot
be attracted. The loss of earning ability will be considered in
detall later. Suffice it to say that the inflastion of the World
war I period and the beginning of automobile competition serious-

3

ly cut the earning power of transit,
MAINTENANCE OMITTED

Prior to the infletlion of this war period, the operators|
had been able to meet the problem of credit and capitalization
through the expedient of neglecting maintenance of thelr equipment

and falling to amortlze in order to pay dividends.

3 D. F, Wilcox, Analgais of the Electric Rallway
Problem, New York, 1921, 120, or convenience in discussing the
trend of general prices, it should be noted that the labor de-
partment takes the prices of 1913 as 100, and that the 1913 index
represented very nearly the average for the [ive years immadiately
preceding the rise in prices due to the war; also that the index
number at the low price level in 1896 was approximately 66, and
that in December, 1919, the index number had risen to 237."
(Wholessle commodity price index,)




. 1

But with the war emergency, costs socared, labor demanded
increased wages, cost of materials rose, and the fares remained
stationary until the State Commerce Commissions or other governing
bodles permitted an increase.

Requests for fare increases seldom received prompt at-
tention., The relief granted was frequently inadequate, and was
sometimes denled.

The culmination of these pressures on the transit compa-
nies was a financial collapse. Many companies filed bankruptey
proceedings, when permitted; many small operators discontinued
operations completely; and other abandoned lines which were
unprofitable.

The establishment of receivership under bankruptcy did
not relleve most operators of the obligations to provide service
wnich hed besen sccepted under thelr franchises. It is possible to
continue functioning in such cases as long as operating income
covers operating costs, 1.e., labor costs, power, and indispensiblg
maintenance, although 1t means steadily deteriorating equipment
and lessened ability to recuperate in & more favorable economic
climate.

With receivership alsoc came reorganization plesns to
correct abuses, attract capitael, and once more set the company on
a stable financlal footing. Msany reorganizastions succeeded in

squeezing water from the stock,.
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The improved financial status frequently came too late
to permit the company to venefit from increased patronage but

lnerely in time to see the maturation of the industry's competltor,
REGULATORY BODIES

In the brief history of transit in Chapter I we indi-
cated that a franchise is a recognition of the relationship of the
transit company to the public. It 18 a contract between a govern-
mental body end & commercial enterprise which permits the latter
to construct utility plants and to operate for a stated period.
The terms of the contract specify the streets which can be utile
ized, and the menner in which service is to be provided. In most
cases the franchises were granted by municipalities, though some
were direct grants from state leglislatures. The ususal 1ife of a
franchise is from twenty to twenty-five years, though in some
cases it 1ls longer. Some states permitted issuance of perpetual
Zrants.

Among the matters stipulated in a typical franchise we
find provisions fixing stendards of service and rates of fare;
control of extension of existing lines; specifications for the
type of equipment; regulation of ticket sales and transfers; and
such things &8s anow removal and street sprinkling.

The power of the municipality to grant or renew

franchises is an ilmportant fector in relation to financial stabi~
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.

lity of a'tranait property. VWhile it may be argued that lssuance
of short term contrascte allows the city to revise various sections
to bring it up to date, this short life contract proved a serious
impediment in fin&ncing. Many investors would not consider in=-
vesting in transportation securities in the late years of a
franchise since the request for & renewal might not be honored.

Indeed, years sometimes passed before s new contract
was signed. The result of this caprice waa destruction of credit.
As early ss 1907 there was a realization that frenchises had
failed to regulate the street railways. The State of Wisconsin
in 1907 enlarged the scope of the Rallway Commission to include
control of the street rallways. Soon this method of controlling
transit companles spread throughout the country; boards or com-
missions regulated the service to be furnished and the rates of
fare of the 1ndividual utilities.

The Commiassions were establlshed primarily to safeguard
the intereats of the public., Although in some cases control of
the transit companies was motivated by & desire of the publlc to
share what they considered were high profits being made by the
companies, Certainly the need for control of some sort could not
be denied. These bodies accomplished many of the original snds
for which they were instituted. Unscrupulous promoters were con-
trolled and better relations between companies and municipel

governmsants were promoted.
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However, with the growing inflastion of the period pre-
ceeding World Wwer I, these bodles proved that they were incepable
of coping with the demands of the public for cheap service, and
the real need of the operating companies for relief from the
rising costs of operation,

One attempt to strengthen transit in these inflation-
ary times was the service at cost franchise. This was an a-
sreement between the company and the munlcipellity on & reasconable
capltalization figure and a fixed rate of return on securities.

The new approach to a mutually acceptable franchise was
even more comprehensive than the short term type. It provided a
rate of fare sufficiently high to pay all costs of operation,
ineluding servicing the investment. The method of accounting was
even detalled in some instances. It also provided for schedules
of fare increases if certain conditions were met,

One difficulty which developed was the inadequacy of the
permissible fare increases., Taxes and inflated costs cut oper-
ating income untll stipulated obligations could not be fulfilled,
and appeal for relief had to be made. Another difficulty with the
service at cost francihise was the gradual but growing dlscontent
of investors over the flixed return. This growing dissstisfaction
frequently led to refusal of transit companies to renew service

at cosat franchises,.




CHAPTER III
MONOPOLY 'S COLPRETITOR

So much has been written about monopoly in American eco=-
nomlcs, that it is interesting to note the parodox of st least one
public utility which has long been regulated as monopolistic and

yet has suffered grievously at the hands of a competition,
THE JITNEY

The monopoly of urban mass transportation has been a
myth for years. The effects of automoblile competition were first
felt about 191l when private automobiles were used as a common
carrier to transport groups of people. Jitney is the term often
applied to sueh vehicles, Jitneys probably originated in
Los Angeles and soon spread all over the country. Before they
subsided, they made serious inroads in the transit industry's
profits. Jitneys diminished in importance as a competitor of
public mass transit when it gradually became evident to jitney
operators that they could not amortize the cost of thelr vehicle
and still profit on their low fare. But with the culmination of
World War I, increased automobile production and the convenience
offered by private autos appealed to many people; the private car

began to 'catch on'., In the United States in 1915 there were only
18
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2,332,000 cars and taxis registered; by 1923 the reglstratlions
incressed to 13,253,000, and by 1949 reached the sbtaguering total

of 36,293,000 registrations.




MOTOR VEHICLE REGISTRATIONS:

Year

1900
1905
1910
1915
1920
192

192

1925
1926
1527
1928
1929
1930

TARLE II¥

Registrations
(in thousands)
Total Pessen~
(Excl. ger Car
Publicly & Taxis
Owned)
8 8
79 71
1469 58
2,491 2,332
U BN
’ ’
17,61, 15,4436
19,9 17,440
22,053 19,221
23,140 20,142
25,572 21,308
26,503 23,000
2§3532 22,973
25,862 22,330
2 ,827 20,586
zli,%u 21,072
26,230 22,195
28,172 2,100
29;]06 25,391
29,gu3 25,167
30,615 26,140
32,035 27,372
1,172 29,52l
32,579 27,8069
30,500 25,913
30,636 25,691
33,9é6 28,100
75300 30,719
0,5l2 33,201
120 36,293

S

1500 TC 1943

Kotor
Trucks &
Busses
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# U.S. Census Department, Statistical Abstract of the
1951, No. 576, 72nd Edition, LC7.

United Stetes:
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The severity of the automobile competition was shocking=-
ly evident during the esarly 1730's. Many transit cowpanies were
compelled to file bankruptcy proceedings.

The load of these woes has proved too nmuch for many
transit companies to bear. In the early thirties the
mortality was staggering. DBetween 1530 and 1533,
nearly seventy major systecmns, operating more than 7,000
miles of single track went into bankruptey. VWell over

& billion dollars ipn transit stocks snd bonds were
adversely affected,

DECLINE IN RIDING

The severity of decline in transit riding 1s {llustrated
below. In a rapidly increasing urban population transit rides
per capits have been plumﬁoting. While these staetistics on
transit riding do not convey the immediate financial picture of
the industry, they forcefully depiect the trend of the riding habit

and may forecast the future of & fallen monopoly.

3 R. M. Bleiberg, "Sic Transit Gloria", Barron's
National Business and Financial Weekly, Way 1, 1950, 5.
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TaBLE I1IY

UEBAR POPULITION, TGTAL RLIDES AKD RIDES PLER CAPITA
1(24 TO 1951 INCL.

Year Urban Total Rides Indexes
Popu- Rides Per Capi- (19242100)
lation ta of Popu~ Rides Rides
{(Millions) Popu= lation Per

(Milliona) 1lation Capita

192 60.1 16,301 271 100.0 100.0 100.0

1925 61,6 16 651 270 102.5 102.1 $9.6

1926 63,0 17,23& 27l 104.8 105,7 101,1

1927 6@.5 17,201 267 107. 105.5 98.5

1928 66,0 16,989 257 109.6 104.2 ol .6

1929 67.5 16 %85 252 112.3 104 .2 93.0

1530 69.0 15 567 226 11,.8 95. 83.%

1531 69.5 13,y2b 200 115.6 85. 73.

1932 70.0 12,025 172 116.5 73. 63.5

153 70.6 11,327 160 117.5 9.5 55.0

1930 71.1 12, 038 169 1186.3 73.6 62.)

1935 71.7 12,226 171 119.3 75.0 63.1

1936 72, 2 13,1&6 182 120.1 80.6 67.2

1937 72.6 13,2 6 182 121.1 - 81.3 57.2

1938 73.3 12,f;5 17 122.0 77.6 6&.8

1939 73.9 12, 837 17§ 123.0 B.7 &lpo2

1940 Thelt 1 , 09 17 123.8 Oy 64.ﬁ

1sh1 75.1 08, 188 125.0 86 .o 65

19&2 75.3 1 , 000 239 125.3 110. 86.2

150 75.7 22 000 291 126.0 1 ).o 107.4

1 7h.6 23,017 309 12& 1 1.2 114.0

1945 4.5 23,254 312 124.0 2. 70 115.a

1946 82,8 23, 372 282 137. 8 1&3.4 104.1

1947 83.9 22, 53 269 1ﬁr. 136.3 99.3

19u8 8&.7 21,368 252 0. 131.1 93.0

1949 86,6 19,008 219 Ul 116.6 80,8

1950 88.4 17,2&6 195 7.1 105.8 72.0

1951 89.5 16,125 180 18,9 9849 66.%

1952 90.6 1),119 167 150.7 92.7 61,

1953 91l.1 13,902 153 151.6 5.3 © 56,5

% Transit Fact Books, American Transit Association,
New York, Prepared % presentad to the author.




STREET CONGESTION

The competition of automoblles has had & mors profound
leffect upon the local transit industry than canbe indicated by
statistics of decreasing riding. The street congesticn of the
American city today zreatly increases the operating costs of tran-
sit vehicles. Private cars not only compete with transit for
riders but also for every foot of ares of public streets. In=-
creased traffic congestion delays the passsge of public transit
vehicles to the extent that additionalbussesor cars must be added
to the schedule to maintain regular intervels of serwvice, whether
the riding density requires it or not.

The extent of potential mass transit riding is sub-
stential as seen in the increase in urban population from about
sixty million people in 192 to approziﬁately eighty-sevon million
people in 1951, The maximum riding volume 1s probably accurately
indicated by the figures on total r iding during World Var II. The
war time increase was, of course, a direct result of controls on
auto production and gasoline and tire rationing. The precipitous
decline in ridinz when wartime controls were removed is further
evidence of the appeal of the automobile and the resultant losses

in transit riding.




Year

Operating
Revenue

(Thousands) (Thousands)
$ 696,590

2,1,00
é7h, 900
égl, 00
727,900
733,200
700,800
720,700
£38300
1, 01,0, 000
1,294,000
1,362,300
1,380,000
1,397,100
1,350,800
1,&88,600

TABLE IV¥

RESULTS OF TRANSIT OPERATIONS IN THE UNITED STATES
1932 T0O 1953 INCLUSIVE

Operating
Expenses
(Iﬁc.
Deprec, )

1,370,707

Ket
Revenue

Taxes

Operating
Income

(Thousands) (Thousands)(Thousands)

$ 133,6
1 9,€u0

$ 51,021
[72370
19,183
50,458
56,920
63,504
65,723

82,619
92,610
100,227
96,012
105, 600
o3
387
66,601
76,282
89,237
141,960
174,690
160,960
16,730
1;8,650
47,1§0
3,739
R
16,088
29,749
lilh 7}4»5

Per Cent of

Operating Revenue
Operating
Expenses All Cper~
{(Inc. Taxes ating
Deprec.) Income
80.,81% 7.33% 11.86%
78.21 7137 ’.%2
75.86 7.29  14.85
me s
80,26 8.66 11,09
82.72 9.38 790
81'%5 9.37 9.2l
81. 8.51 10,35
80.50 8.35 11.15
73.98 12,37 13.65
72.10 1440 13.50
74.29 13,89 11,82
77.31 11,92 10.77
80,85 9.23 9.92
89.07 T+55 3.3
90,26 6.80 2.9
89.29 6.13 .57
90.1;0 6.7 3.13
91.23 6.79 1.98
90.61 6.3 2.96

# The American Transit Association, Transit Fact Book, ed. to the Author.
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The seriousness of the decline of riding after %orld Wan
II is quite evident when we peruse the results of transit oper~
ations. In 1952 operatinz expenses stood at an all time high of
91.23 per cent of operating revenue, While the percentage of
operating revenue devoted to taxes declined from the Vorld War II
high; the operating income was at an all time low of about 2 per

cent.
TRANSIT VEHICLES AGAIN

Obviously this trend toward lessened riding and de-
creased income after expenses could not continue indefinitely.
In an effort to improve the financlal stability after the War, the
induatry moved to replace two man atreet cars with one man busses,
in order to increase the sbllity to combat traffic and reduce
labor costs. ERollling stock was in disrepair and requlred re-
placement in any event, The abrupt drop in transit riders after
the war made it extremely difficult to finance this new equipment.
The table below illustrates the change in the type of vehicle

used by mass transilt.
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TABLE Ve
TRENDS OF PASSENGTR EQUIPHMENT IN TIE DHITED STATES
1026 T0O 1983

Rellway Cars

Calene Subway
dar and Trolley Motor Grand

Year Surface Elevated Total Coach Bus Total
1926 62,857 8,909 71,788 - 14,400 86,166
le27 61,379 8,957 70,336 - 18,000 88,336
1928 53,240 8,311 688,581 41 19,700 88,292
1929 56,980 9,983 668,963 57 21,100 88,120
1930 55,150 9,640 64,790 173 21,300 86,263
1931 53,120 9,632 62,758 2256 20,700 83,883
1932 49,500 10,434 59,934 269 20,800 80,403
1933 47,700 10,424 58,124 310 20,200 78,634
1934 43,700 10,418 54,118 441 22,200 176,759
1935 40,050 10,416 50,466 578 23,800 74,844
1938 37,180 10,923 48,103 1,136 26,800 76,039
1937 34,180 11,032 45,212 1,655 27,500 74,367
1938 31,400 11,205 42,605 £,032 28,500 73,137
1939 29,320 11,082 40,372 2,184 32,600 75,156
1940 26,630 11,032 37,662 2,602 35,000 75,464
1941 27,0982 10,578 36,870 3,029 39,300 179,999
1942 27,230 10,278 37,508 3,385 46,000 86,893
1943 27,850 10,865 37,505 3,501 47,100 88,108
1944 26,980 10,219 37,199 3,561 48,400 £9,160
19486 24,050 9,429 33,470 3,218 52,450 89,845
1947 20,783 9,370 30,158 4,707 56,917 91,782
1948 18,824 9,456 26,230 5,637 £8,540 90,507
1949 14,859 9,869 24,728 6,366 57,035 88,129
1950 13,228 9,758 22,086 6,504 56,3820 86,310
1951 10,960 9,644 20,803 7,071 57,660 B5,335

1953 75990 9,244 17,234 6,941ﬂ 54,700 78,885

# The American Transit Asasocclation, Transit Fact
Book, ed. to the Author,
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Before lsaving the consideration of heavy traffic; de~-
clining riding due to automotive competition, and the increased
burden of replacement of trackbound cars with more flexlible busses,
it 1s imperative to reiterate that in times of inflation mass
transit has grave difficulty in managing. If the present decline
in riding and increase in coats, with concommitant reduction in
net revenue continues strong measures must be taken to preserve theq
mass transit industry, which definitely offers a vital service to
many millions of urban resldents,

The question of why the average transit rider is prone
to forsake transit for use of his privete auto has been discussed
frequently in the industry. Undoubtedly the industry itself ias
partiallyresponsible, through falling to provide attractive
service and more comfortable vehicles. However, the resszson which
seems to offer explanation suitable toc most cases is the intensive
selling job psrformed by the automobile industry. Comfort, flex~
ivility, and independence were so stressed that lack of an auto or
use of public transit vehlcles seemed to carry a stigma. Also
worthy of note is the subsidy provided the sutomotive industry by
local, state, and federal government, throuzh use of public funds
to build highways. Untold millions have been expended for road
programs, and, today, many large cities are extending additional

millions for construction of parking facllities.




CHAPTER IV
COSTS--~CHIEFLY LABOR

Rising costs with a declining volume of business spell
trouble in any venture, W¥ass translt has been spsared neither.
Over the years operating costs have increased significantly and as
we have seen the volume of transit psssengers has been declining
precipitously,.

A major reason for the increase in these operating costs
is the increase in wages for transit employees. Labor payroll
accounts for well over helf of the total operating costs. Baslie
cally the industry is in the business of selling labor, and wage
increases have greater significance than an equal rise in the
chemical or plaastic industry.

The price of labor today is sn extremely important
factor in all transit management decisions, yet such was not
alweys the case. In the opinion of many the large profits made
by transportation companies in the early days of the industry was
due to the chneap coat of labor. "Street railway profits in the
early days wers largely the produect of low wages and long hours of|

labor for the men engaged 1In street railway service."l The life

1 Wilcox, Analysis of the Electric KRallway Problem,
113,
28 : ~
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of transit operating employees was difficult; low wages, long
hours, and dangerous, unhealthful working conditions were prevalen1
Through formation of unions, the men lmproved their lot appreci-

2 The pressure of economic necessity, and the

ably over the years,
desire for increased compenssation to improve the members'! standard}
of 1living resulted in a continuing Iincreass in wages and benefits,
As wages rose the transit operators were compelled to economize.

The insuguration of one man operation of transit vehicles was one

of the meny epproaches to cutting costs,
INCREASED WAGES

One means of securing en insight into the incresse in
translt labor costs 1s to conslder the increase in the hourly rate
of pay of tralnmen., The Buresu of Labor Statistics for many years
has prepared s report on union wages for transit operating employ-
ees, The report of October, 1952 presents an index of these
hourly wages, with an average of the wages of the years 1647, 1948
and 1949 egusl to 100. On this basis the wagees of trainmen

2 A very interesting and informative study of the role
of unionism among transit employees was made by Rev, W, Larkin in
"Thirty Years of Collective Bargaining and Arbitration between the
[Chiceago Surface Lines and Its Trainmen," MNaster Thesia, I.S.I.R.,
Loyole University, Chicago. It 1s recommended to those who seek
a detalled account of the achlevements of transit employees
through their union,




1929
1930;
1931;

1951;
1952;

higher than the ratea of 1929,
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increased well over 100 per cent from 192¢ to 1952. EKven during
the worat depression years of the 1930's wages did not diminish
substantially, &nd within five years, that is by 1937, were

TABLE VI¥®

INDEXES COF HOURLY WAGE RATES OF

LOCAL TRANSIT OPERATING EMPLOYEES 1929-52

(Oet. 1, 1547-4E-149=100)

Date

May
May

May 15

Kay

May

May

Mey

May

May

June
June
June
June
July
July
July
July
July
Oct.
Oct.
Oct.
Oct.
Oct.
Oct.

HHHHHHHHH;HHHHH

Index

52.0
52.9
52.9
cl.
(Information not available)
50,

\n
o
*

(V)

.

-

O OO ~I~3 OV
a2 & @& 6 » & @ @
W~NFOOHOME"OWON G~

OO O
O

O
N
e ®

o ot
OO
UL
L ]

110.9
118,2
127.0

# Bureau of Labor Statistics, Union Wages and Hour
Local Transit Operating Employeas:

1952’-TEHQ 1’ u-o
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SOME COMMON WAGE PROVISIONS

A consideration of basic hourly rates is, or at least car
be, misleading when discussingzg trainmen's wages. Because of the
large number of people traveling auring morning and evening rush
hour periods, it is necessary to split the day's work to meet the
service demand. Most union contracts have clauses limiting the
number of these split runs. WKoreover, an added cost is frequently
ixmposed on the operating company if these splits exceed a stipu~
lated numbers of hours.

Another mesns whereby wage costs are increased is by a
stipulated meal relief penalty. Contracts frequently provide for
a break in the day's work at an interval of not more than five or
five and one-half hours. If an emergency occurs which prolongs a
portion of the day's work beyond the agreed period the employee 1is
paid at full rate for his lunch period.

In common with many other industriesthe trensit industry
has wage differential provisions for night work. It 1s usually
explained as a night premium for runs finishing after an agreed

hour.
LABOR BILL OF THE IKDUSTRY

Consideration of labor costs would be incomplete without
& discussion of the labor bill annually met by the industry. Sine

1931 the lowest average ennual wage received by transit employees
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was 71,412, in 1933; yot the total wage costs amounted to almost
three hundred million dollars., By 1953 the total annual wages
amounted to nine hundred thirteen million dollars, and the average

annual wage had risen tc #l},150,




TABLE VII®
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NUMBER OF EWPLOYEES, ANNUAL PAYROLL AND AVERAGE AKNUAL

LARNINGS PER ENPLOYEE IR THE TRANSIT INDUSTRY OF THE

Yesar

Average
No., of

Employees

250, 000
222, 000
206, 000
211, 000
209, 000
212,000
215, 000
207, 000
20l 000
203,000
205,000
219,000
2& , 000
2[12, 000
2112, 000
261, 000

266,000

261,000
gﬁz,ooe
2,0, 000
232,000

227,000
220, 000

UNITED STATES = 1931-1953

Payroll

%ﬁa,ooo,ooo
, 000,000
297,000,000
31ly, 000,000
321,000, 000
338,000,000
356,000, 000
351,000,000
356, 000,000
360, 000, 000
86,000, 000
62,000, 000
£5ly, 000, 000
£99, 000, 000
632,000, 000
713,000, 000
790, 000,000
829, 000, 000
841, 000, 000
835,000,000
72,000,000
903,000,000
913,000, 000

Average

Annual Earnings

Per Employee
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The huge labor bill paid by the transit industry has
prompted some members of the ilndustry to attribute the weskening
financlal status solely to this steadlly climbing cost. These
comments are often seen in print about contract negotiation time,

Since these notions are representative of the thought of & segment

of the industry the proposition requires an answer,
MORAL RIGHT TO A FAIR WAGE

While 1t 18 legally aend morally within the province of
a transit operator to negotiate a favorable wage rsate, 1t is also
incumbent upon him to supply his men a living wage, the question
of relative profit not withstanding. Merely because men are em-
ployed by & public utility, they do not surrender their right to
recelive a just wage or to bargaln for equal compensation for simi-
lar work of comparable quality as performed in private companles.
Social Jjustice could not require a penalty for supplying a neces=-
sary publlic service. If private transit cannot pay living wages
and still make & profit for investors, then private transit must
be succeeded or must discontinue operations. It's unjust and
unreasonable to expect such a sacrifice by employees of a public

utility.>

3 An Interesting and informative study of industrial
relations in the transit industry 1s Labor Relaticna in the
New York Rapid Transit Systems 193l -194);, James J. Mc Ginley
S.J., King's Crown Press, 1949.
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TAXATION

Another considerasble cost met by the industry 1s taxes.
Fhe beginning of taxation of transit wss the acceptance of the

broffered first franchise. The taxes impcsed by franchise were

any, and they have increased as franchises have been renewed and
[s succeeding levels of government added to the tax burden.

Aside from the genersl texes paild by all corporations,
transit has many specisal burdens. These burdens are of two types,

ppecial taxes and special dutiss, The taxes reserved for transit

tlone are often referred tc within the Iindustry as 'oppressive
axes', Among these 'oppressive taxes' sre levies for street
Bprinkling, use of bridges, gross receipt franchise taxes, and
many more.

Transit compenies pay an astonishing amount in taxes,
meny of them local levies, going back to the days of
the horse cars. Out of morbid curiosity, the Kansas
City Public Service Company one day totaled them up,
and found 1t was payling no fewer than eighty-six
distinct taxes, including franchises, cityhgaa tax,
bridze use taxes, and speclal assessments,

The imposition of special duties, which would neces-

arily have to be performed by the munieipal government, if
reansportation companles were not required to supply them, is even

lrore onerous to most transit propertles than the taxes levied.

i, R. M. Bleiberg, "Sic Transit Gloria", Barron's
vational Business and Financial Weekly, May 1, 1950, 5,
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The obligation to repave streets is one of these. The resentment
of transit companlies to provide such service is particularly
strong today when most transit vehicles on the city streets are
rubber tired. The original municipal thinking was that transit
vehicles subjected the streets to greater wear. Today transit
vehicles like automobiles run on rubber, yet they must resurface
streets (or portions thereof) which obviously are more used by
the autos. The burden of payment 1s doubly onerous since transit
riders are paying not only the cost of transportation but are
paying to provide a amooth thoroughfare for all other traffic.
Wwhere state law imposes a gas tax for road bullding and repair
trensit also pays the tax.

The freanchise obligation to remove snow from transit
streets is asnother example of municipal dutles which have been
delegated to transit companiea. 8Snow removal iIs a very expensive
operation, It necessitates the purchase of very specialized
equipment with which to equip truckas: plow blades, special
mounting for the glows; rotating brushes, automatic salt spreaders|
and great quantities of salt and sand are needed. The snow e-
quipment 1s manned in most cases by transit trainmen, whio have
completed thelr runs and who volunteer for snow duty, at time and
one~half pay. Ironically when thia money consuming operation
achleves i1ts end, the street 1s again opened for hoards of auto=-

mobiles which continue to Iimpede mess transit vehicles.
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Speclial services such as these should not be charged to
joperating expense, and yet it 1s difftcult to do otherwise. The
fost of these services, while they are considerable, doés not
fprpear in transit accounts as taxes. 1In reviewingvthe tax pleture
in transit this fact must be emphasized to reach a reasoﬁabla con-
clusion of the burden imposed on the industry,

In 1953, for example, the industry paid 6.43 per cent of
khe operating revenue in taxes. The dollar and cents figure for
pll taxes totaled over ninety-seven million dollars. Of this
pmount more than 61 per cent was pald to local government: mu~-

nicipal, state, and county.

TABLE vIiIr¥
TRANSIT TAXES IN 1953

Amount Per cent
Digtribution
Federal Taxes (total) 37,445,000 38.07%
Income Taxes 18,862,000 19.38
Other Federal
Taxes 18,563,000 12,09
State, County and ‘
Local Taxes 5$,903,000 51.53
Total Taxes $97, 348, 000 100,00 %

# Transit Fact Book, 1554.
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The Impact of taxatlon on a small transit company 1s
kt&rtingly told below,

The burden which taxes in various forma impose on
the local transit company was pointed up in a recent edi~
torial in the "Baton Rouge State Times",

The newspaper stated thet the profit earned by the
}gcglueompany in 1953 was "quite small®, amounting to
52,034,

Another section of the report, the editorial con-
tinued, showed that total taxes paid by the Baton Rouge
Transit Company to city, parish, state, and federal
governments amounted to $79,735 for the year. This burden
is not placed on publicly owned enterprises. This in
itself offers the opportunity for an intriguing comparison.
The company makes less then $3,000 profit for the year
yet 1t pays almost $80,000 in taxes,

This tax bill was divided as follows: the city and
parish received $22,llii; the state $37,850; and the total
tax bill, $i)4,359 went for taxes on gassoline and oll used
by company vehlcles during the year. Of this smount the
state received the lion's share of 53,165,

In viewing the report in general it is quite obvious
that the transit business is not among the best in Baton
Rouge, It is clearly seen that the national trend in
transit operations is running true to form here in Baton
ROouge. « « o«

A §$2,63l profit for & yeer's operation with an in-
vestment the size of the bus company's 1s not inspiring.

HAINTERANCE O EQUIPMENT

Maintenance of transit equipment and facilities is an-
pther of the principal costs of transit operations, The efficien-

iy with which operating personnel can perform their duties in

5 Editorisl, Passenger Transport, II, No. 47, March

19, 1954.
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providing service tc the urban populace is directly effected by
the manner in which maintenance is performed,

Melntenance embraces efforts to provide safe, depend=-
able, and clean vehicles for the conveyance of riders, In additlon,
the manner in which these dutiss are performed relates directly to
the physlcal value of the property, since poor maintensnce de-
creases value and tends to increase other costs, as an increase in
claims due to injury resulting from more frequent vehicle failures
A well rounded program of meintenance on the other hand tends to
malntain the velue of investment in transit physicsel propsrty,

The necessity of maintaining equipment adequately 1is
also seen from the aspect of attaining maximum use from the vehi-
cle to preclude inerease in capital atructure, which becomea necesq
sary when new equipment must be purchased before existing e~
quipment has been fully depreciated.

A major portion of maintenance expense l1s lavor cost,
The number ol men needed to clean vehicles for passenger service,
to meke light inspectliona which include minor repairs, and to
overhaul equipment is an important factor. The cost of re-
placement parts and materisls, while considerable, is of lesser
import than the man hours expended In maintenance, This follows

from the great dichotomy between a production shop and a repalr

shop. Production dutlies can be broken down into the simple ele~-

ments and jobs assigned on the easier level, Maintenance of
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equipment, however, requlres skilled erployees who are fuliy awere
of the conmponents of the vehlcles and who are competent to dlag-
nose melfunctions and mske repairs,

The cost of a maintenence department varies from proper-
ty to property, and ranges from 5 to 25 per cent of Jross revenuse,
Maintenance costs will also fluctuate in any glven property when
new equipment iz purchaszed, In ths normal use of vehicles mainte=-
nance costs are extremely low in the early life of the equipment,
and incresss as the useful 1ifs is extended. Expenditures for
maintenance can be plenned and fluctuations lesveled within resson-
able 1imits when ecuipment purchases have been scheduled, lNore
concisely ststed, the cost of maintenance of a given series of
buses i1s increased in direct relation to the age of the equipment,
but a maintenance budget without steep aberstions can be projected

when fleet purchases are properly scheduled.
FUEL AND POWER

Power end fuel costs constitute the third of the three
rajor transit costs, taxes excluded. The electric power that pro-
pels mass trensit vehilcles continues to represent a slzeable ex-
penditure by trensit managements. Formerly electricity was almost
the exclusive mover of mass transportation, and absorbed a greater
proportion of revenues than today, when most translt vehicles are

automotive. Power then, &s now, wes elther generated by the
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#raction company, purchased, or both.
To emphaslze the continuing high cost of power and glao

to indicate the lessened usage by transit The American Translt

liasociation statistics on power are presented below.
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TABLE IX¥

wSGUHCE ARD DISTRIBUTION OF ELECTRICAL ENERGY
CORSUMED BY TiE TRANSIT INDUSTRY O THE
URITED STATES AKD COST OF PURCHASED FOWER

1620-1953

Kilowatt Hours (In Millions) Cost

Calen=~ Total Consumption of
dar Rapid Sur- Trolley Gener- Purchas-Purchased
Yesar Transit face Coach Totel ated ed Power
Railway

1920 1,256 8,066 - 9,322 4,313 5,009 456,101,000
1921 1,278 7,863 - 9,141 4,031 5,110 57,232,000
1922 1,3 7,887 - 9,201 3,506 5,695 63,215,000
193& 1,016 7,894 - 9,£10 3,441 5,869 63,972,000
19 1,488 7,951 - 9,439 3,356 6,083 65,696,000
1925 1,548 7,995 - 9,543 3,237 6,306 66,841,000
1926 1,592 8,021 - 9,613 3,108 6’&Oﬁ 68,303,000
192 1,60 7,749 - 9,390 2,976 6,1 65,822,162
192 1,760 7,410 (a) 9,170 2,935 6,235 ,221,000
1929 1,82 7,121 (a) 8,945 2,863 6,082  62,6,5,000
1930 1,8%2 6,816 18 8,676 2,770 5,906 60,211,000
1931 1,785 6,283 2, 8,092 2,621 F, 71 55,80l, 000
1932 1,715 5,629 29 7,373 2,433 4,2%0 0,388,000
1933 1,736 5,273 2 7,041 2,377 4,66l 7,106,000
19 1,£93 5,265 7 7,105 2,353 4,753 47,055,000
1935 1,852 5,09 1 7,009 2,309 u,goo 146,060,000
1936 1,93 5.087 8r 7,108 2,271 L,837 16,135,000

197  L4,8631 145,750,000
11y LL,hho L1,736,000
%6h h,27h 39,321,000
1

1637 1,970
1936 1,921 1,399 23, 6,55
R I 6:ﬁ§% o5 4,079 37,115,000
67 31978 35,100,000

' » 20y 347,000

7
19ﬁﬁ 1,939 4,658 L83 7,080 2,23 h.8%3 31;698.000
19 1,040 L,667 Lg2 7,099 2,238 1,861 41,853,000
1945 1,566 .5%7 520 7,033 2,130 4,903 43,293,000
19hé 1,964 L,360 568 ,912 2,077 11,835 112,256,000

7
| . g
1947 2,003 4,255 638 6,896 2,093 4,803 1,572,000
1946 2,01 3,621 732 6,372 2,113 L,259  L2,L62,000
1949 2,0 2,682 §06 5,712 2,123 3,589 38,65, 000
1950 2,000 2,410 841 5,251 2,070 3,181  3k,291,000
1951 1,970 2,010 846 4,826 1,870 2,956 32,%86,000
1952 1,860 1,640 859 »359 1,770 2,5E9 28,608,000
1953 1,820 1,390 850 4,060 1,590 2,470 28,000,000
(a) Included with Surface Kallway.
# Prepared by the American Transit Assoclation from

date published in Transit Fect Books and presented to the author,
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Total power consumed by transit has obviously deélined;
use in 1951 was only slightly over half of the 1520 consumption.
The cost of the power used in 1951 was somewhat more expensive
than earlier, but not siznificantly so. These figures on power
consumption augment those on miles of route operated by type of
transit vehicle in disclosing the changing vehicle use by the
industry.

Whille power consumption has declined in past years, the
consumption of automotive fuels has risen. The principal fuels
used are gasoline and diesel oll, though liquified gases, such as
propane and butane, are growing in lmportance. The properties of
each produce specific problems end advantages which must be
weighed in the light of local conditions. A detailed consideratioh
is unnecessary for the purposesof this endeavor,

Transit today must scrutinize all costs to retain the

essentisl, eliminate the unnecessary, and to obtain maximum result#
for dollars expended. Costs haveincreased dollarwise and also in
relation to the total income of the transit industry.

The continued viabllity of privately owned trans%ts, in
the opinion of the suthor, 1s dependent upon a decline in costs or
a gresat incresse in the riding hablt to offset the continuing cost
increase. It seems ineviteble that private translt companies must
succumb in increasing numbers if costs continue to soar and riders

continue to disappear.




CHAPTEE V
TODAY AND TOMORROW
IMPORTANCE OF MASS TRANSPORTATION

In the complex, far-flung urban community of today the
mesns of transportation are vitel, The distances traversed by
urbanities for pleasure alone would stagger the imagination of oun
forefathers. Needlsss to point out, cessation of all means of
local transit would quickly bring metropolitan life to a near stopl.
The abllity to move quickly from place to place has become so
common 1t 1s difficult to conjure a mental picture of what & me~
tropolis would be without transportation.

In this automotive age the prime mover of people 1is the
family car. Throngs of sutomoblles are seen on clty streets at
almoat hour, Traffic in the criticel hours in which most
people go to and from work is an orgy, mwistakenly called "rush
hour". In the midst of this congestion transit vehicles carry

fifteen billion passengers a year, a numerous minority.
ESSENTIAL NATURE

If the important nature of urban mass transit 1is not
demonstrated by the substantial number of people that has con=

tinued to ride, we need only look to the pages of our newspapers

L




Ls

when fare increases sare requested.

Urben mass transportation is an essential public utilitya
for some 1t is the only means of conveyance; to others it is im-
portant for use when the famlly car is disabled, or driving con-
ditions are hazardous.

The service of mass transit today is the skeleton of
what it was, It has been reduced as profits diminished due to de=-
creased riding, yet 1t cannot be superseded and driven into ob=-
livion in our large cities; it is too vital to public welfare.

The street which bore horse and bugzies cannot carry the volume of
automobile traffic that would be needed fo transport everyone to
and from work, Transit companies throughout the country are
approaching the red ledger slde of their account books.

Since mass transit cannot be completely replaced, what
can be done? In our free enterprise system the ordinary business
makes profit or it disappears, Investors do not offer funds
needed to purchase equipment or to rejuvenate a lagging business,
unless a reasonabls intersest will be galned. Speculators do not
proffer monies to an industry which earlier has defaulted on oblie
gations, which shows littler or no return on current investment,
and which evidences little prospect of improved fortune tomorrow,

SOME CONCLUSIONS
It seems obvious to the author, that if the present

trend of rising costs and declining passenger volume continue in
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transit, municipalities can retain mass transportation only
through municipal ownership.

The review of the hlstory of the transit industry and
consideration of its present plight is proof that a policy of
expediency by the communitles served by transit and by the manage-
ment of the company will not solve this problem. Ephemeral
thinking did nothing to dispel the governing forces of competitiong
and such thinking cennot enable transit to survive.

Private capital in certainty will not, and should not,
be expected to flnance a necessary public service without a
reasonable return on the investment, If the decline in riding and
the rise in costs continues it is certaln that even the most
stable companies will be compelled to raise fares beyond the point
which wlll permit riding at even today's low volume.

The experience of fare increases in recent years indi=-
cates that each increase induces more riders to forsake transit
for the private automoblle, This has been a vicious cycle;
increesed fares have resulted 1n passengers losses which in time
requires another fare incremse. Who 1s to demand that private
capital furnish service below cost? Who can demand it? Yet how
can the millions of transit riders, though a minority, be served?
The riders require service,

Study of the writings of many transit executives through}

out the country would seem to indicate that they have resigned
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themselves to the fates, Even men who fight a dally battle againsf
taxes, rising costs, automobile congestion, and declining riding
seem to see little hope for mass transit, Perhaps a note of
futility ereeps into theilr thinking. Powell C, Groner, president
of Kansas City Public Service, in reply to & guestion about the
future of mass translt expresses the subject clearly enought.

But 1if you ask my opinion as to the future of private

capital in the transit industry, I would have to be

realistie enough to state that I think it has very

t1little future. When the best breins, energy, and

ingenulty are unable to produce, on an overall basis,

the safest of all inveastments, a government bond, then
how long can we expect private additional funds?

If the present trend of less riding, higher costs, and
greater congestion continues to dominate the horizon of the transif
industry, the service of these utilities can be continued only
through subsidation of private companies or public ownership.

Of these two possible means of Insuring to the urban
populage an adequate translt system let us consider first the
method of subaidation.2 The subsidation of private transit ean be
accomplished indirectly or directly. An indirect subsldy would

conslst of reduction or removal of texes and stipulated services

1 Mass Transportation, Vol. 47, No., 1, 31,

2 Vebster's Collegiate Dictionary, 5th Edition, G & C
Merriam Co., Springfield, Mass. Subsldation, n. from subsidirze,
vete to furnish with & subslidy 28 a. to purchase the assistance of
by the payment of & subsldy, b. to ald or promote, as a private 7
enterprise with public money.
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Imposed by'ﬁhe municipality or state. A direct subsidy would be
the outright grant of public funds to the transit company.

Subsidlies whsther direct or indirect are subject to much ?
abuse, but even when abuse 1s absent we are faced wlth use of ‘
public funds to meet private operating expenses which normally
would preclude payment of dividends on invested capltal. An
example of abuse of aubsidation occurred in the Kansas City Public
Service Company.

Last year Kansas Clty Public Service received a subsidy of
nearly $100,000 which was used to pay the salaries of the
street rallway commissioner and members of his staff, the
cost of removal of snow and ice and sanding and cindering
streets, repalr of pavement between tracks and the cost of
maintaining eleoctrie lights at certain intersection,

But last month, wken the subsidy came up for renewal,
the clty counell voted aix to three not to grant any
additional subsidies to the company. (Although soms of
the subsidy was later restored)

The actlion was taken at a mesting at which council
members eriticized the board of directors of the transit
company for 1ts recent action in declaring a dividend to
preferred stockholders while the company was accepting a
subsidy from the city.

"I do not see how this council,” said one councilman,
"ean vote any additional subsidy to the company only to
have the direotors sometime this year give the money to
the stockholders in dividends."

"Last year I voted with the others for a subsidy to
help the company. About $100,000 of the company's obliga-
tions were taken over by the ¢ity. And what do the
directors do? They voted a $1 dividend before the end of
the year to the preferred stockholders, which amounted to
$108,000, 3

3 Editorial, "The Heart of the Matter", Mass
Transportation, February, 1952.




L9

-

Public subsidy which permits a private corporation to
declare a dividend is surely a grave abuse, These funds which are
rathered from the public to meet public needs should not become
the source of profit for a few.

Public ownership of transit is itself subsidation of
transportation service, since public ownership removes some tax
Purdens, and indeed these properties are sometimes recipients of
hirect grants.,

The publicly owned transit property, however, continues
to provide essentlial public service, without the odium of msaking
roflt for private enterprise through subasidation. It is true that
Eublic transit seeks funds by loating bond issues, which carry an
Interest rate. Stock holders in a private translt property re-
[ceive "interest" as dividends. Hence, the‘distinction drawn 1is
|somewhat fine, yet we believe morally sound: if subsidy is made tof
[public transit 1t benefits all the people. Bond holders of
transit securities, private or public, of course have no stake in
ownership of the property, as do stockholders in private corpo=
rations.

While public ownership is offered by some individuals asf
a cure for transit ills, it 1s decried by others as soclalism.
Points of view relative to publlic ownership are many and diverse.
If one accepts the essentlial nature of the industry and realizes

its present plight, one must conclude that private ownership
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bannot contirnue to fulfill the transit function i1f present cone-
iitions persist. Public ownership is not a panacea to solve all

roblems. But 1t is more justifiable than subsidy of private
fnterests. If a needed function cannot be equitably obtained by
[the public under private enterprise, then 1t must be assumed by
covernment., Surely this 1s not socialism for socialism's sake,
ut government's acceptance of 1ts role in soclety.

Over the years since World War I the cumulating pressurep
described above have driven a number of municipalltles toc acquire
translit properties. Analysis of the results of municipal owner-
hhip does not reveal lower fares, nor does it necessarily mean
that better service is provided. It does mean, however, that mass

transit 1s available and will continue to serve the transportation

eeds of the community, without subsidizing private industry from
ublic funds. The municipally owned transit system has still
another advantage not possessed by a subsidized privaete company.
The former has an individual political entity, or is a separate
department of the munlcipal government, and 1s Intimately assocl-
ated with civic projects for betterment, which is difficult if not
impossible for private transit.

By the end of 1952 there were forty publicallj owned
tranasit systems, and three partially owned systems in the United
States, They range from Pass-a=-Grille Beach, Florida, with a

population of 1,000 people to New York City with about elght
POvY | Sy P&,o»pi‘it .
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fillion people.

In Table X a summary of the Publicly Owner Iransit
J!ompanies in the United States is presented. Table XI presents a
Li{t of the Publicly Owned Systems of Canada.




City
Over 1:0001000 POQ‘n

New Yﬁrk’ N. Y,
Chicago, Ill.
Detroit, Mich.

‘EOOrQOQ - 110001000

Hﬁleveland, Ohilo
Boston, HMass,

San Francisco, Cal.

250,000 ~ 500,000
Seattle, Wash,

100,000 « 250,000
Ehaonix » Ariz,

B0,000 - 100,000

pt. Petersburg, Fla,
anta Monica, Cal,

pringfileld, Mo.
an Angelo, Tex.

B5,000 ~ 50,000
Fuclid, Ohio
Monroe, La,

A lexandria, La,
Daytona Beach, Flsa,

TABLE X

PUBLICLY~OWNED TRANSIT SYSTEMS IN

Population
1950

7,891,957
3,620,962
1,849,558

914,808
801,444

775,357

467,591

106,818

96,738
71,595

66,731
52,093

41,396
38,572

34,913
30,187

Municipal Buas Line
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THE UNITED STATES

Company

New York City Transit System

Chicago Transit Authority

City of Detroit, Dept. of
St. RYS#

Cleveland Transit System

Metropolitan Transit
Authorlty

Municipal Ry. of San
Francisco

Seattle Transit System

Phoenlx Transportation
System

Hunlelpal Transit System
Santa Monleca Municipal
Bus Line :
City Utilitles of Springfiak?
City of San Angelo Bus Lines

City;of Euclid, Municipal
Bus Lines

City of Monroe Munilcipal
Bus Service

Daytonea Beach Municipal Bus




City

Vallejo, Cal.
*;50.090 -~ 25,000
Janesville, Wis,
Ashtabula, Ohilo
rPasadena, Tex.

crrance, Cal,
Pekin, Ill.

Montebello, Cal,
taunton, Va.
oral Gables, Fla,
[Culver Clty, Cal.

Plattsburg, N. Y.

Ventura, Cal,
laple Helghts, Ohlo

reenfield, Mass,
ardena, Cal,
inchester, Va.

Oceanside, Cal.
iaynesboro, Va,.

|Less than 10,000
@adrord, Va,

Shaker Heights, Ohilo

TABLE X
PUBLICLY-OWNED TRANSIT SYSTEMS IN THE UNITED STATES
Continued
Population .
1980 Company
28,222 City of Bhsker Heights, Dept,
of Transpii,
26,038 City of Vallejo Bus Lines
24,829 City of Janesville,
{name not avail,)
23,696 City of Ashtabula, Div, of
Transpn.
22,483 City of Pasadena, (name not
avall,)
22,241 Torrance Municipal Bus Lines
21,8858 City of Pekin Munleipal Bus
Division
21,735 Montebello Municipal Bus Lires
19,927 Staunton Translit Service
19,837 City of Coral Gsbles Municip
Bus Sys.
19,720 Culver City of Municipal Bus
Lines ‘
17,726 City of Plattsburg, (name not
avail,)
16,534 Citizens Transit Lines
15,586 Maple Helghts Munilicipal Bus
Line
15,078 Greenfield~Montague Transpn.
Area (Owned jointly with
City of Montague)
14,405 Gardena iunlcipal Bus Line
13,841 Winchester City Transit Lines
12,881 City of Oceanside Transpn. Syq
12,337 City of Waynesboro, (name not
avail,)
9,026 City of Resdford, Dept. of

53

Public Utiliities
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TABLE X
PUBLICLY-OWNED TRANSIT SYSTEMS IN THE UNITED STATES
Continued
Population
City 1950 Company
Montague, Mass, 7,812 Greenfleld«~Montague Transpn.
Area (Owned jointly with
City of Greanfield§
North Olmsted, Ohio 8,574 North Olmsted Municipal
Coach Line
[Cumberland, Ky, 4,249 Cumberland Transit Co.
Pags-a~Grille Beach ‘
Fla, 1,000 Pass-a~(Grille Beach Bus
Lines

#Prepared by the American Transit Association and pre-
sented to the Author, It should be noted that this list of
publicly owned transit systems 1s reasonably complete although one
or two systems may have escaped the attentlion of the American
Transit Association at the time the table was prepared,




City

50,000~500,000
one

00,000~250,000
ttawa, Ont,

wdmonton, Alta,.
algary, Alta.
indsor, Ont,

ork Twp., Ont.

askatoon, Sask,

5,000~50,000

tehener, te

shawa, Ont,
antford » Ont,

ts, William, Ont,
ort Arthur, Ont,

uelph, Ont,

Over 1,000,000 Pon'ine.

ﬁon:Erea.T, gzue.

EO0,00G-I,OO0,000
oronto, Ont.

TABLE XI#

Population
1951 Prel,

1,002,713

670,945

198,773

158,709
126,631
119,550

PUBLICLY OWNED LOCAL TRANSIT SYSTEMS IN CANADA

Company

Montreal Transporbtation
Comuission

Toronto Transportation
Comnission (Subs,) Gray
Coach Lines, Ltd.

Ottawa Transportation
Commission

Edmonton Transit System
Calgary Transit Systenm
Sandwich, Windsor &
Amherstburg Ry. Co.

100,887) (e )York Twp, & Town of

8,646)

74,984
69,928
52,732
44,797

41,359
36,558

34,783
30,741

27,246

Weston Rys.

(London & Port Stanley Ry,
(London Street Railway Co,

Regina Translt System

Saskatoon Transit Systenm

Public Utilitles Comm,
Kitchener

{b)The Oshawa Railway Co,

oFf

Publie Utilities Comm, of

Brantford

Ft. William Transit
Publiec Utilities Comm,
Port Arthur

Guelph Transportation
Commisalion

of
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TABLE XI
PUBLICLY OWNED LOCAL THANSIT SYSTINS IN CANADA
Continued
Population
City 19561 Prel, Company
10,000~25,000
Lethbridge, Alta. ‘ £2,811 Lethbridge Transit Systenm
West Vancouver, B.C, 13,850 W, Vancouver Municipal Transp'sn
Less Than 10,000
Nelson, B.C. 6,634 Corporation of the City of
Nelson

North Yonge, Ont. - (a)North Yonge Buas

#Prepared by The American Transit Assoclation and
bresented to the author.




To exemplify the trends 1n transit which we have
considered thus far, we shall consider now the story of the
|[development of the Chiqago Translt Authority, a municipal corpo=-
ration for public ownership and operatlion of transit in the

Emtropolitan area of Cook County.




CHAPTER VI
CASE STUDY: THE CHICAGO TRANSIT AUTHORITY

On October 1, 1947 the two principal local transit
systems, the Chicago Surface Lines and the Chicago Rapld Transit
Company, surrendered thelr properties in sale to the Chicago
Transit Authority. The Authority form of public owners.iip was
authorized by the Chicago City Council, the Illinois legislature,
and accepted by the people of the metropolitan area. The
Authority succeeded two competitors who had been in receivership
for years.

Mass transit in Chicago 1s not a new thing. In fact 1t
has exlsted in Chicago for over one hundred years, To better
understand the necesalty of creating & publicly owned transit
system in Chiceago, let us review some of the high points in this
long history of Chicago Transit,

In May, 1853 the first organized transit made 1ts
appearance, "Pranklin Parmalee started the { irst regular omnibus
gervice with five or six busses,"l The first efforts of Mr.

Parmalee to provide transportation were not formalized in relation

1 "%Your Vehicles", The Union Leader, March 29, 1952, 18
58
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to the local governmental authorities. However, on August 16,
1858 an ordinance was passed which granted him the right to cone
atruct horse railways, and to operate them for twenty~five years,
and after until such time &8 the ciiy purchased them.

In a short period several companies were organized to
build and operate street raillways; among these were North Chlcago
[City Railway Company (North side), the Chicago City Railway
icompany, and the Chicago West Division Rallwey Company, The early
franchises all were effective for twenty-five years,

It 1s interesting to note that in February, 1885 the
Illinoils legislature passed an act whlech extended the corporate
l1ife of the above companies from twenty-five to ninety-nine years,
land which provided further, that the rate of fare was gubject to
review by the General Assembly. A battle developed between the
local government and the state leglslature concerning the power to
grant translt franchises which was finally resoclved by a federal
Lourt decision.?® The immediate result of the conflict was pass«
jege of the act over the governor's veto. This action roused the
people of the state, &and eventually their agitation resulted in
[sweepling changes in the state constitutlion and statutory law

2 Blair v, Chicago, 201 U.S. 400, the "ninety-nine" year
ase was decided on March 12, 1806, The opinion of the high court
nnounced that the Act of February 6, 1865 (to extend the franchise
to ninetyenine yesars) confirmed the contract bvetween the princi-
Eala, but did not have the effect of extending the terms of the

rdinance,




60

relating tb the street reilway provisions.

Throughout the early period of Chicago transit, regu=
lation of the companies was accomplished by means of speclal ordi-
nances which granted the right to install, malntain, and operate
tranqurpation facilities, Provisions governing service and rates
of fare were embodied in the ordinances, The atternpt to regulate
In this manner fostered a network of surface transportation that
overlapped and bred competition between lines closely paralleling
one another. The development of Chicago transit in the early
[period of ordinance control was unorganized, haphazard, and corrupt.
Speculators and politiciasns abounded in the growing days of Chicagop

nd the transportation industry was fertile ground for these ac=-
Eivities. Since granting the right to operate in city streets

a8 within the dominion of the City Council, the renewal of the
ranchise frequently proved the occasion for increased exactions

rom the industry.

H
SETTLEMENT ORDINANCES

In the latter years of the period of city control, however,
important steps were taken toward organizing a compre=
hensive transit system. The city council enacted in 1907
a series of ordinances, known as the Chicago traction away
from the chaos that had been groduced by the indiscrimate
granting of franchise rights,

3 Chicago Transit Authority, Local Transit in Chicago,
eport of Chicago Transit Authority, November, 1951, 1.
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The settlement ordinances were the culmination of the
extreme displeasure of the people of Chicago, the municipal governi
ment, and of the transit companies, Service 6ffered by the
companles was naturally swayed by the uncertainty of franchise
renewal, since refunding of capitalization becams practically
impossible when negotiations faltered. This lack of financial
backing led to steadily deteriorating equipment,

The effect of the settlement ordinances was creation of
two financially strong systems. Many lesser companies were
whooly owned bf one or other, and perpetuated by resason of
franchise advantage, and sometimes for apparent financial purposes
The two street railways were the Chicago Rallways on the North and
West slides of the city, and the Chicago City Railway, et al, on
the South side, The provisions of the sottlemeqt ordinances were
numerous., To cite a few provisoa; reconstruction of the proper-
ties, extenaion of the systems, authorization for overhead trolley
wire, through route for certaln lines,’ and ultimate purchase by
the city for fifty million dollars (twenty-one million dollars
for Chicago City Railway, and twenty-nine million dollars for
Chicago Rallways Company). More important than these was the
protection offered the companies from competition from newly
formed companles, since the City Council prohiblted granting of
franchises to any other company to operate on specified streets

for a period of twenty years,
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Section twenty-four of the ordinance has speclal inter-
est to many since it apecifies the major impositlion on the
company .

Section 24 provides for an annual accounting and
settlement between the company and the city, the pay-~
ment of an interest return of 5 per cent on the capital
investment, and the division of the net recelpts~-55

per cent to the city and 45 per cent to the company. It
also provides that the city may commute 1ts shars of the
net receipts into an equivalent reduction of fares and
that, subject to the sctlion of the City Councll, the
payments made by the company to the c¢ity shall be kept
and used for the purpose of the purchase and construction
of street rallways by the city.

According to Weber in his Qutline (p.72), the settlement
ordinances eclimaxed five years of negotiation., To effectuate the
provisions of the ordinances the Board of Supervising Engineers
wasg established which included a representative of the clty.
While the strengthening of the two major surface lines
proceeded after 1907, the serviece offered proved unsatisfactory on
the whole, It was not possible for & passenger to ride on one car
over one route for any considerable distance, since the through
routing of cars of the cooperating lines was not extensive., To
Jcorrect this situatlon the Clty Councll passed a Unification
Ordinance on November 13, 1913 which provided thet operations
Ishould produce "the same and with like effect as though all the

Lurfaee street railway conmpanies in the City of Chicago were owned

4 Weber, An Outline History of Chilcago Traction, 68.
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and operated by one company”. This ordinance also required the
elimination of scheduled switchbacks in the downtown area and the
inausuration of a universal transfer,
UNIFICATION
Unifled operation of the street rallways began on
February 1, 191. Just one month prior to the commencement of
unified operation of & new era dawned for local transit in Illinoig
and the second major period of local transit in Chicago began. 6n
January 1, 191l the Public Utilities Commission of Illinois
assumed its duties.S
The Chicago Surface Lines, a 8 the cooperaiing lines came
to be called, were governed by theUnification Ordinance until
1927. However, questions of fares, service,capitalization etc,
were also reviewed by the Commerce Commission, The division of
net receipts between company and city established by the
Settlement Ordinances of 1908 was restated and provision for
division of monies among the companies wses made,
Section 1I, paragraph 7, Section 2, Provides for division
of residue receipts. For the first two years, 59 per cent

to the Chicago Rallwayg Company and 41 percent to the
other three companies,

The commission was established on June 30, 1913 when
the Illinois Legislature enacted thePublic Utilitles Regulation
Act,.

6 The other companies were the Chicago City Railway
Company; the Southern Street Rallway Company and the Calumet and
South Chicago Rallway Company.
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During the remainder of the term 60 per cent to the Chicago

Rallways C?mpany and ;0 per cent to the other three

companies.

During the early years of the grant the companles enjcyeé
a period of financial success. Rliding was high, automoblles were
not a serious competitor, and the only other mejJor transportation
was offered by the Rapid Transit Company., In 1922, about 80 per
cent, or 763,000,000 revenue passengers, of the total traffic of
the surface and elevated companies were transported by the Surface
Lines, The weakening of the status of the Surface Lines and of
the Rapid Transit efter 1922 resulted from the inauguration of
compsting bus lines which pasralleled existing lines. The ces-
sation of World War I also permitted the automobile industry to
return to production for the civillan market, wherse thay soon gave
promise of competing for the transportation means of people,
Another factor of import to note was the beginning of

the decentralization of the city. The population in the 1920's
began to expand from the centraltusiness distriet, The vacated
areas, adjacent to the Loop, have produced the profitéble tshorte
hault! traffic. With the trend away from town mass transit either
carried the shifted riders appreciably greater distances or lost

them entirely.

7 Weber, An Outline History of Chicago Traction, 1l02.
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é}moughout the period of these great changes, i.e., the
rise of auto competition and decentralization, costs were rising
and trafflc congestlon was increesing drastically. The extent to
which competition affected the Surface Lines 1s indieated below in
the steady decline in net income before taxes, interest, and

dlvidends after 1329.




TABLE XII*

RESULTS OF SURFACE LINES OPERATIONS
1925 = 1944

Total Expenses Net Income

Including De=-

Avallable For

preciation, Interest on
General Taxes Debt, Federal
Revenue and Clty Taxes and

Year  Passengers Total Income Compensation  Dividends
1926 842,201 $58,785,881  $48,880,557 $ 9,905,324
logs 876,250 61,202,272 50,884,420 10,317,852
1927 882,459 61,628,755 51,392,762 10,835,503
1928 892,815 62,396,684 52,086,824 10,309,860
1929 897,564 62,968,270 51,941,556 11,026,714
1930 812,081 56,946,318 48,558,792 8,407,526
1931 732,006 51,228,027 42,895,144 8,332,883
1932 633,827 44,441,767 37,711,276 6,731,491
1933 651,603 45,480,311 37,783,587 7,696,754
1934 877,533 47,349,980 40,138,965 7,211,017
1835 672,147 . 48,597,770 40,414,721 6,183,049
1938 720,802, 49,246,690 41,950,187 74296,523
1937 721,380 49,278,676 44,704,173 " 447544503
1938 676,259 46,113,576 43,083,902 3,029,674
1939 679,141 46,190,414 43,362,424 2,827,920
19040 689,263 46,704,089 43,423,000 3,281,089
1941 713,312 48,316,198 45,970,791 2,343,407
1942 774,730 58,291,645 53,680,648 4,610,997
1943 844,791 64,691,938 59,091,208 5,600,730
1944 884,704 66,771,559 61,316,930 5,454,622

Average 1985«1944. 4 4 o s s » & 4« & ¢ » 2 o + » %6:7683950

Average 1030=1944s & 4 ¢ v o o » s 0 s o s s & o D,BT2,217

Average 1935«1944. o « o » o o ¢« s o 5 5 » o o« & 4,520,459

&veraga 19040«1944e o« o o« o 6 5 ¢ o o o o » o & » 4,258,550

# Chicago Transit Authority Ordinance. Proceedings for
Reorganization No,63584 (Consolidated) and Proceedings on Reorganid
zation of a Cooperation No72912 (Consolidated),in the District
2°§££ ofxthg U,3, for the Northern District of Ill, Eastern Div.
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Surface lines statistica on the total number of revenue
riders show a steady increase throughout the 1820%'s, Total rides
increased from about 762,000,000 in 1920 to about 898,000,000 in
1922, The data presented ahove relating to income indicates a
rather healthy entervrise, The reader should recall however, the
nrovislon of the unifleation ordinance which pesrmited a 5 per cent]
reburn on stipulated capitallzation, and required dlvision of the
net figure after taxes, 55 per cent to the clity and 45 per cent
to the companies,

Nevertheless the Chicago Surface Lines in 1927 at the end
of the twenty year franchise granted by the unificatlon ordinance
was & relatively stable concern. Before proceeding with the
franchlse difficulties of the Surface Lines after 1927, let us

turn now to the development of the Rapid Transit Company.




CHAPTER VIIL

THE "ELEVATED"
ALLEY EL

The elevated system which spreads like a nerve plexus
through Chicago furnishes traffic free tranaportation., The
Highline, as it is known among transit people, had its beginning
on the South Side. The South S1ide Rapid Transit began operating
on June 6, 1892, over its private right of way in the alley betwee
State Street and Wabash Avenue, which accounted for its colloquial
name 'Alley El!', To trace the development of this segment of the
elevated network, before proceeding with the inauguration of the
rest of the system, the South Side Line was extended from 39th
Street to its present terminal at Jackson Park by May 1, 1893,
Just in time for the opening of the Columblan Exposition. The
equipment used on the road consisted of coaches pulled by small
steam engines until 1898, when electrical equipment began oper=
ating., The Englewood, Normal Park, Stock Yards and Kenwood
branches were completed by 1908,

#While the Jackson Park extension was being completed,
work was also progressing on the Lake Street Elevated Line.

Operations commenced on November 6, 1893. The original western
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terminal was Laramie Avenue, but subsequently the line was con-
structed through Austin and Oek Park. The Metropolitan Vest Side
Eleveted Railroad was the third eleveted line to emerge in Chicagod
It began operating on May 6, 1695 from Franklin Street to
Marshfield Averue, and shortly after the western terminal was
extended to Damer. Avenue, Work was also progressing on the Logan
Square and Humboldt Park Eranches. ‘The Garfleld Park Branch, by
June of 1895, extended to Cicero Avenue. Early in 1896 work begen
on the Douglas Park Line, which stretched, initiaelly to Western
Avenue,

W¥hile the construction and extension of the Metropolitan
Brancheas progressed, plans were being laid for the 'El' loop, and
for the Northside Eleveted, The Loop structure was built at last
in 1897 permitting the West Side and South Side passengers to

transfer directly to the other service upon payment of another farjw
The three elevated companies operated over the Loop structure unde
a jJoint leasing agreement until 1900 when it was purchased by the
Northwestern Elevated Company. The use of thelLoop was then governd
ed by contract with the using companles.

Service on the North Side Elevated finally began running
as far as Wilecon Avenue on May 31, 1900, The North Side Main Line

Extension to Evanston was not completed until 1908, a year after

the inauguration of service on the Ravenswood Branch.

The present day network of the Rapid Transit is sub-
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began to be through routed on the North = South hranch under the
terms of the Unification ordinance., The major additions are the
city owned State Street Subway and theMilwaukee~Congress Subweay.
The State Street Subway was completed in 1543, and the Milwaukee=-
Congress Subway was opened in 1951,

In the development period of Chicago Elevated Llnes,
materials and labor costs were not substantlal, hence the compa-~
nies prospered financially, Thers was no great difficulty in
ralsing cepital to purchase the private right of way and erecting
the steel structure. Electric equipment was Iintroduced and after
the turn of the century wood and steel cars began to make their
appearance., The first all steel cars were introduced Jjust prior
to the beginning of World War I.

Financlally the companies remained prosperous until the
early 1920's when the competition of the automoblle began to en-
croach, After the first blush of auto competition, and parallel
motor bus routes, the profitableness of the companies begsan to
decresse., About the time the deterioration began the former
dlstinct but cooperating companies were unified under the title
the Chicsago Rgpid Transit Company. It was organized under
Illinois Law n 192,

There is no better way to deplct the declining state of

the results of operation. The table below is tsken rom the
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records of the District Court of the United States, Northern
District of Illinois, Eastern Division, and expresses revenus

passsnger traffic, as well as lncome and expenses.




Yaar
1925
1926
1927
1928
1949
1930
1931
1932
1833
1034
1935
1936
1937
1938
1939
1840
1941
1942
1943
1944

Revenue

- Passengers

216,046
228,815
226,212
207,864
158,774
182,955
152,414
126,990
124,855
127,277
131,421
149,876
150,350
144,559
145,394
149,205
163,895
163,754
175,178
193,270

Average 1925__ 1944

[}

“.

"

1930__1944

1935__1944
1940__ 1944

W
TABLE X111

REBSULYS OF OPURATIONS OF
CHICAGO RAPID TRANSIT
CUMPANY 1928 - 1944

Total
income

$19,281,888
20,420,660
20,344,752
20,264,252
21,329,608
19,887,417
16,588,722
13,491,019
12,069,420
13,060,997
12,896,608
13,603,829
13,651,657
13,024,739
13,094,213
13,325,316
13,790,304
15,832,224
16,767,956
18,116,399

Total expenses
including
Depreciation,
Generel Vaxes,
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Het Income
Availilable for

Interest on

Hentals Paid vDebt, Federsl

and City

Taxes and

Compensation Dividends

$15,848,792
16,837,182
17,031,446
17,104,076
18,165,084
17,601,239
15,523,925
13,324,046
12,325,969
13,052,480
12,993,109
15,757,461
14,322,320
13,879,875
13,990,050
13,909,559
14,270,915
15,194,759
16,214,028
17,247,319

# Chicago Transit Authority Ordinance

$ 3,433,096

3,585,478
3,315,308
3,160,176
3,164,524
2,256,178
1,034,797

166,973

28,368
{(670,663)
(855,136)
(895,837)
(584,242)
{480,61%)

37,466

553,980
869,080

$935,017

136,384
(209,415)

79,124
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The impact of the Great Deprression upon the operations
of the Rapid Transit cannct be denied after viewlng the above
statistics. However, net Income Lelfore taxes, debt peyment and
dividends decllined even prior to the crash, The resurgence of the
economy in the late 1930's did not reflect itself in the recelpts
of the company, at least not to a satisfactory degree, In 1935,
1937, 1938, 1932, 19240, and 1941 total expenses actually exceeded
total income. These years were exbtremely difficult for the
company, It mush% be remembered that the cost of operating and
maintaining an elevated mass transit system is enormous. The
rainting and repalir of miles of zteel girdersa, replacement cf
ties, and guard rells while expansive in materials ias rarticularly
costly in man hours, As the financial condition deteriorated the
Hapid Tranait.Company experlienced greatar difficult in meseting
»ayroll costs,
| On June 28, 1932, recelvers were appointed for the

Rarid Transit Company by the United States District Court of the
Northern District of Illinols on petition of a creditor., REfforts
were made to reorganize the company as an elevated system and also
as part of a comprehensive transit system, but all failed until
the purchase by the Chicago Transit Authority in 1947.

To return to the results of Rapld Transit operation
briefly, the decline in elevated riders was temporarily halted by

the effects of the war sconomy, which stabllized wages and prices
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and removad sutomobilles from the streets, Receipts rose with the
Incrsase in passengers, and by 19)); net income before debt
service, taxes,and dividends approached a million dollars. However
the average for the yeare 1535 to 151}y showed a yearly loss of
almost a quarter million dollars,

After the cessation of hostilities, wartime controls
were gradually relaxed, and the return of automoblles saw a
return to the prewar decline in transit.

In considering the decline of the fortunes of the Rapid
Translt Company, 1t should also be noted that the company was
prevented Irom increasing 1ts fares, end =ffecting other economles]
guch as closing stations which no longer met sxpenses of operationl
The Illinois Commerce Commission was refused all petitions for an
equitable fare, arnd would not permit the company to eliminate
lightly used service whiég sapped the remalnling strength of the

busliness.




CHAPTER VIIIX
THE CHICAGO SUARFACE LINES~ CONTINULD

The changing pattern of 1life in Chicago alluded to
previously brought pressure on the flnanclal condition of the
ma jor transit companles. .As the term of the Chicago Surface
Lines! franchise drew to & close 1t became apparent thst refinanc-
ing to improve equipment and service was golng to be impossible.
This followed from the refusal of the municlpal government to
proffer & franchise that did not provide for unification of the
Rapid Transit and the Surface Lines,

FIRST STRAW TO FALL

The result of thils development was the financilal collsaps
of the northside, Chieago Raellways Company, which went into re-
celvershlp on December 15, 1926, The other lines composing the
Surface Lines followed shortly after; belng placed under receivere
ship on July 7, 1930, These companies were to continue in receiv~
ership until September 30, 1947 when purchase by the Chicago
Transit Authority was consumated,

The actionas of the Chiecago City Council in 1927 regard-
ing unification of transit requires closer scrutiny., At the time

they seemed obstinate and unreasoning in their attitude. The
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declaion to press ror unified transit was not precipitous. From

our vantage polnt a quarter century later, we might even conclude

they were farsighted, The concliusion to press for complete
unification was only the last step in a chain of attempts to
achleve comprehensive transportation. It follows logically from

the oreation of unified operation of surface lines in 1913.

CITY COUNCIL ON UNIFICATION
Some of the steps in the evolution are traced below,

1816 » January 31 = Chicago Traction and Subway Commlssion created
by the City Council. Among other things, the Commission
was required to "... investigate end report upon the probe
lem of obtaining 1m§rovad transportation facilities for the
City of Chiecago throught

(a) "The unified operation as e single system of the
existing surface and alevatéd rallroads..."

1918 » Auvgust 14 « The City Councll passed on ordinance entitleds
"An ordinance Authorizing the Chicago Local Transportation
Company to Construct, Maintain aund Operate a System of
Local Transportation, including Street Rallways and
Elevated Railroads..."

1921 - November 2 - Legislation agaln proposed to grant a fran-
¢hise to the Chicago Locel Transportation Company - see
1918,

1922 ~ March 3 - Henry A, Blalr, president of the Chicago Surface




1922

1922

1922

1023

1823
1925

1925

1926

1927
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Lihes. submitted & plan to the City Council for coordinate
ing Surfsce and Elevated traction under joint operation by
the city and the companies.

March 3 « Ulysses S, Schwartz, Chalrman of the Committee on
Local Transportation, proposed municipal ownership and
operation of the surface and elevated tranaportation
systems,

June 28 - Counsel of the Committee of Local Trahsporbation
submitted & plan. %This provided for the smcquisition by
the City of the existing surface and elevated lines.”
September - "All Chicago Council™ plan for extension of
the surface and elevated lines and for the cenatruction of
subways,

May 22 ~ Kelker Report recommending consolidation of sure
face lines and elevated rallways,

July 2 - Mayor Dever's plan for consolidation,

Februsry 13 «~ 1925 Ordinance recommendation for unified
tractien,

December 29 -~ Reecommendation of Aldermen J, M., Arvey for
unified transit.

April 16 - Busch plan for consolidation of the Surface
Lines and the Elevated Lines,

January 10 « Lisman Plan,

The foregoing will indlcate somewhat the prolonged
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preasurewfar a consolidation of surface and elevated transit
which prompted the Chicago City Councll to refuse long term
franchise to the Surface Lines.

The efforts to achleve an acceptable agreement among
the Surface Lines, Rapid Transit Company, and the City were many
and prolonged. But for one reason or another all attempts to
reorganize the properties as a private company were fruitless.
For many years the Rapld Transit Lines were in desperate financial
stralts, They had not met interest or principal charges on
securitieas for years, and in the latter years were having serlous
difficulty in meeting payrolls, While the Surface Lines fared
better, they, too, were in a weakened condition. Interest paye
ments on first mortgage bonds had been met, with difficulty, but
they defaulted over & prolonged period on junior securities.

For about sixteen years earnings were insufficient to meet all
financial charges. Consequently, the city was uncompensated for
use of the streets.

COSTS OF OPERATIOCNS

From the statlistics presented earller we can obtain a
relationship of recelptas to operating costs that 1ls most reveale-
ing. The incresse of operating costs has been significant,
While the fare charged paasengers remained constant during the
1930's the proportion of cost to income increased. This tenden=

ey of operating costs to absorb a greater portion of income was
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temporarily slowed during the period of wartime controls (and ine

ereased riding), but the trend was not significantly reversed.

TABLE XIV

ANALYSIS OF SURFACE OPERATIONS

Expenses as
(Rounded) Per

Yeoar Total Income Total) Expenses Cent of Income
1026 $58,788,881 $48,880,557 83
1830 56,546,318 48,538,792 85
1038 46,597,770 40,414,720 a7
11940 46,704,089 43,423,000 o2
1941 49,316,198 45,970,781 98
1942 58,291,645 63,680,648 92
1943 64,691,938 59,001,208 o1
1944 66,771,559 61,316,930 93

Obviocusly the ever incereasing prcportionrof income de=-
voted to operating costs, when unaccompanied by a very great rise
in total income, pressages an approaching collapse.

It 1s again worthy of note that throughout this period
there were few purchases of new equipment. These were the pure
chase of a few gas busean, and enough modern street cars to equlp
Madison Street., Service charges on borrowed funds to provide a
subatantiasl replacement of antiquabed.qquipmant would have require
ed a fare inorease. Without fare 1n¢ra$se tnis replacement was
yearly farther from possibility., Efforts to obtain this increase
Jwere repeatedly denied by the Illinols Commerce Commission.

# The flgures on income and expenses were obtained
‘|from Chicago Transit Authority Ordinance,
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As has frequently been avered, the rise in costs of

translit operation has been accompanied by an extrmordinary ine

orease in automobile use.

automoblile registration in the City of Chicago.

Presented below sre statistics on

In perusing

these figures it is essential to bear in mind that many people

traverse the ¢lty in automoblles registered in surrounding commue

nities. The suburban areas, wherein many Chicago workers reside,

have been growing in populace at & much faster rate than the

urban ares,

PTABLE XV

MOTOR VEHICLES LICENSED BY THE CITY OF GHICAGO
MAY 1, 1912 TO DECEMBER 31, 1951

Date _
5/1/1912 to 4/30/13
*o13 "4
14 " 15
" 15 " 16
" 16 W N /
" 17 " o18
" 18 " o19
WO X " 20
" 20 12/31/20
1/1/1921 tol2/21/2
5 22
* 23
® o4
" 25
" gg
" g7
" g8
* 29

Passenger Autos
35 HP or less

14,593
19,486
24,034
32,441
45,568
565,689
57,599
83,026
132,301
167,483
213,440,
255,020
283,955
311,305
328,734
362,929
391,799

Over
35 Eg

2,264
2,651
2,791
2,777
2,977
2,797

2,366 -

2,519
3,644
4,849
5,172
5,551
5,867
5,993
6,128
6,529
8,056

10,299

Trucks
Light

1,680
2,448
3,087
4,887
7,738
9,418
19,953
11,539
13,516
18,429
22,549
26,145
29,365
32,013
33,802
34,376
35,685
37,349

Trucks
Heavy

1,153
1,759
1,977
2,517
3,792
5,423
6,648
8,007
©,316
10,810
11,946
13,907
15,588
16,247
17,278
17,687
18,743
20,247
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MOTOR VEHICLES LICENSED BY THE CITY OF CHICAGO
MAY 1, 1912 T0 DECEMBER 31, 1951 (Continued)

Passenger Autos  Over Light Heavy
Pate 35 HP or less 35 HP Trucke  Trucks
1/1/1930 - 395,301 11,615 36,120 20,622
"oz 409,878 13,008 36,245 20,384
® 32 382,671 14,112 34,287 17,641
* 33 384,337 13,0656 31,830 18,891
* 34 356,054 12,531 30,980 17,914
R 385,308 11,718 32,922 18,790
38 448,820 12,707 35,032 22,704
"o a7 489,780 ,14,427 34,206 286,158
* 38 490,800 15,171 32,437 26,405
® 39 500,251 15,877 32,283 26,480
" 40 532,203 17,244 32,045 27,476
"4 566,286 19,995 31,772 28,524
" 42 525,735 20,052 25,691 32,768
" 43 449,002 18,441 22,581 31,603
" 44 415,414 18,466 20,775 31,792
% 45 409,794 17,985 = 21,490 32,381
" 48 442,124 19,597 24,157 36,043
. X4 490,351 22,459 25,569 40,740
" 48 539,607 28,029 © 70,199 .
L 598,846 35,806 71,464
" 50 856,925 48,272 74,382
" 51 668,157 66,828 76,624

Between 1932 and 1931 the number of licensed autos rose
from 396,783 to 734,785 an Iincrease af‘over 85.2 per cent. Any
mature resident of the clty need not view these figures to realize
the growth of automobile ownership and use. The streets are
jammed with parked and moving vehicles at éll hours. The crucial
time of street congestion is of oouraé.ths rush hours, Traffie

at these times 1s stagnated beyond all rhyme or reason.

# Bureau of Automobile Registrations, City of
lchiﬁgﬁn -
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mTranait's loss of riders has not only deprived them of
income but has abetted the rise in traffic. Traffic congestion
also adds to translt costs since 1t requires an increase in the
scheduled time for transportation vehlicles to traverse the streets
to their destination.

PUBLIC OWNERSHIP

With obsolete equipment, traffic congestion, rising
costs, and declining riding the possibllity of secwring reorgani-
gsation of the transit facilitles under private anterprise became
more and more an impossibllity. Private capltal would not assume
the risk inherent in investing in a declining industry without a
strong assurance of safety., When all efforts falled to organize
& privately owned unified transit system, Mayor Edward Kelly pro-
posed on Qotober 13, 1943, that public ownership and operation be
examined as & means of furnlashing transportation.

On Nowember 17, 1943, the City Counell of the City of
Chicago approved in principle the Mayor's proposal, and authorized)
the Committee on Local Transportation and the Mayor to investigate
the possibilities. Negotiations were commenced with a committee
appointed by the Preslding Officer of the Diatrlet Court of the
United States, in whioh both the Surface Lines and the Rapid
Traﬁsit Company were angaged in reorganization plans. The judge
before whom the proceedings were pending suggested to the Hayor of
Chicago and the Governor of the State that they cooperate to bring

\
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the plans }or reorganization to an early conclusion,

On February 17, 1945, the Mayor and the Governor met and
issued a joint statement outlining a public corporation to own and
operate the transportation facilities. This program was approved
in prineiple by the City Council, and enabling legislation was pre4
pared and introduced into the CGeneral Assembly of Illinols.

In general, the bills presented to the legislature, sube-
sequently enscted by the 64th General Assembly, (1) created the
[Chicago Transit Authority as a municipel corporation; (2) amended
certain sections of the Public Utility Act to exclude and exempt a
publicly owned utility from sontrol byrtha Illinols Commerce
[Commiasion; (3) exempbted publiely owned transit from state prepertj
tax by amending Section 19 of the Revenuse Act of Illinois; (4)
amended Sections 15«2 and 70«5 of the Clties and Villages Act and
added Section 23-28.,1 to authorize public authorities for local
transit to own and operate systems when approved by referendum;
(5) amended Section 7 of the Chicago Park District Act to permlt
use of boulevards by motor busses of the Chicago Transit Authority
[without permission of the Park Board but with payment for such usej
{(6) amended Sections 1 and 2 of the Park District Act to permit
the Park District to authorize the construction and operation of
electric railways in any park under its control., These Acts

were passed by the Assembly on either April 5, 1945, or June 28,

1945 and were approved by Governor CGreen on April 12, 1945 and
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July 24, 1945,

The Chicago City Councll passed an enabling ordinance
on April 23, 1945, which granted the Chicago Transit Authority
the exclusive right to acquire, construct, maintain and operate
local tranalt facillities for fifty years. On April 30, 1945, it
was approved by the Mayor., On June 4, 1945, at an election it
was approved by referendum 285,596 in favor and 46,594 ageinat,

With the completion of preliminary leglslation and
compliance with the suggestions of the Federal Securities and Exe
change Commlssion's recommendetions, regarding securities the
Chlcago Trensit Boerd was appointed to seek fulfillment of the
plan. The Transit Board labored two years to perfect the plans,
obtain capital funds of $105,000,000, and to effect the purchase.




CHAPTER IX
IMPORTANT PROVISIONS OF THE ACT AND COMMENT

The Chicago Transit Authority Aet created a self regulat-&
ing municipal corporation shich is a separate entity from all |
other governmental agencies, The governing or regulating body ls
the Chlcago Transit Board composed of seven membera. Three memw
bers are appointed by the Governor of Illinois with the consent of
the Senate and four members are appointed by the Mayor of Chicago
with the consent of the Clty Council., The Governor and the Mayor
must concur in eppointmentss The terms of the initial members
were staggered but each successor serves for seven years, unless
removed for insompetseney, neglect of duty, or malfeasance.

The Board is obliged “ag promptly as possible, to rew
habilitate, resonstruct and modernize all portions of any trans-
portation system acquired by the Authority..." To achieve this
goal the Board has power to flx the rate of fare, The fare must
be sufficlent to pay all expenses, since there is no provision for
substantial aid in the form of direct subsidy from any asourcs,

The Board is also required to:

(1) make all rules and regulations necessary for the
operation of transit;
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(2) ;dopt rules and procedures for competitive bids on
purchases exceeding 2,500, Whenever possible
contracta involving less than $2,500 must also be
by competitive bid.

{(3) classify all positions of regular employment, and
make rules for advancement and appointment on the
basis of merit and effleiency.

THE POWERS OF THE CHICAGO TRANSIT AUTHORITY AND BOARD.,

The first 1s obviously the power to operate unified
transit in the Chicago area. The Authority may acquire other
local transit companies by purchase or it may lease them. In the
course of furnishing inter-urban transit the Authority may use
any public way in the metropolitan area, To do these things the
Authorlty is empowered to‘iasue bonds payable out of oparating
revenues solsly, and to borrow money for modernization or aequisi-
tion of other translt companies,

The estimated purchase price of the Chiecago Surface
Lines was $75,000,000, and the estimated price of the Elevated
was $13,100,850, The estimated total of $88,100,850 was subject
to adjustment snd the ultimate cost of the two systems was $87,
162,500. However, net cost approximated $62,000,000 since $25,
000,000 renewal fund of the Surface Lines was acquired with the
purchase,

The proceedings, resolutions, and ordinances of the
Chicago Transit Authority are open to public inspection and are

publie documents. However, records of documents kept or prepared

for negotlation, legal action or proceedings which involve the
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Authority are excepted.
TRANSIT PROBLEM UNSOLVED

The Chicago Transit Authorlty like all human institue-
tions is not perfest. The Authority has not aolved the transpors
tation problem of the City of Chicago. But it is illoglical to
aasume thet those actlve in the birth of publiecly owned transit
in Chicago felt 1t would solve this problenm,

The deecision to ssek publie ownership wasn't reached
quickly or easily; 1t developed from & very early sowing. For
many years the city had sought to purchase the means of transit.
It seems reasonable that the financial crisesgs through which the
company had passed, together with the prospect of declining passe
enger volumes due to automoblle competition and inereasing operat-
ing costs combined to create a situation where some drastic
action was needed 1f public transportation were to survive.

The major objective of the publicly owned Chicago
Translit System, in the kuthor's opinion, was the survival of
essential public transportation, without recourse to direct tax
supported subsidy. Privately owned transit could no longer fill
the need., Passengers were forsaking public transit and costs
were increasing. I1f the substantial minority who couldn't afford
private auto transportation, or preferred public tranaportation to
battling ever increasing traffic, were to continue te have this

vital publlc service, then & government body must provide it.
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The majormobjectives,~bhen, was achleved when the Chicago Transit
Authority, assumed control of the major transit facilitles in
Chicago.

The creation of the Public Authorility was not the end
sought by eny agency, publlc or private, rather it wes sought as
& means of preserving mass translt for the people of Chicago.
Chicago today has 1ts system of publiec transpordation. Although
many American clties still have privately owned transit systens,
they may sooner or later be compelled to follow Chicage's.

solution of it's transit problem.
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