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The Coming Transit Apocalypse

By RanparL O’TooLE

EXECUTIVE SUMMARY

ith annual subsidies of

$50 billion covering 76 percent

of its costs, public transit may

be the most heavily subsidized

consumer-based industry in the
country: Since 1970, the industry has received well over $1
trillion (adjusted for inflation) in subsidies, yet the number
of transit trips taken by the average urban resident has
declined from about 50 per year in 1970 to 39 per year today:.

Total transit ridership, not just per capita, is declining
today, having seen a 4.4 percent drop nationwide from
2014 to 2016 and a 3.0 percent drop in the first seven
months of 2017 versus the same months of 2016. Many
major transit systems have suffered catastrophic declines
in the past few years: since 2009, for example, transit rid-
ership has declined by 27 to 37 percent in the Bakersfield,
Detroit, Fresno, Memphis, Richmond, Toledo, and
Wichita urban areas.

Four trends that are likely to become even more
pronounced in the future place the entire industry in
jeopardy: low energy prices; growing maintenance back-
logs, especially for rail transit systems; unfunded pension
and health care obligations; and ride-hailing services.

The last is the most serious threat, as some predict
that within five years those ride-hailing services will
begin using driverless cars, which will reduce their fares
to rates competitive with transit, but with far more
convenient service. This makes it likely that outside of
a few very dense areas, such as New York City, transit
will be extinct by the year 2030, leaving behind a huge
burden of debt and unfunded obligations to former
transit employees.

Despite these trends, the transit industry’s main
response is to seek greater subsidies to build, maintain,
and operate transit, often relying on rail transit and
similar modes that were obsolete many years ago and
won't be able to compete against driverless ride-hailing
services. Instead, transit agencies should begin to pre-
pare for an orderly phase-out of publicly funded transit
services as affordable, shared driverless cars become
available in the next decade. This means the industry
should stop building new rail lines; replace most existing
rail lines with buses as they wear out; pay down debts and
unfunded obligations; and target any further subsidies to
low-income people rather than continue a futile crusade
to attract higher-income people out of their cars.

Randal O’ Toole is a senior fellow with the Cato Institute and author of Gridlock: Why We're Stuck in Traffic and What to Do About Ir.
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Many transit
agencies

plan to use
subsidies in
ways that

will impose
heavy costs
on taxpayers
for decades to

come. , ,

INTRODUCTION

Across the nation, transit agencies are in
financial trouble as ridership declines while
costs rise. But these troubles merely fore-
shadow the real problems the transit industry
will face in the next few years. It is quite likely
that, outside of New York and possibly a hand-
ful of other cities, transit as we know it will go
extinct within 15 years, and many transit agen-
cies will leave behind a mountain of debt that
local taxpayers will be obligated to pay.

Public transit is quite possibly the most
heavily subsidized consumer-based industry
in the United States. Federal, state, and local
subsidies approaching $50 billion a year cover
76 percent of the costs of transit services. It
is also one of the most useless industries, as
much of what it does could be done for less
money through other means.

Led by the American Public Transporta-
tion Association (APTA), a $30-million-a-year
organization that puts out a stream of reports
and press releases promoting more subsidies
for transit, the transit industry has persuaded
many that public transit relieves congestion,
saves energy, reduces pollution, is a vital part of
urban economies, and helps low-income peo-
ple. In fact, in the vast majority of urban areas in
the United States, none of these things are true.

Lumbering transit buses and railcars not
only do not relieve congestion, they often use
more road space than the number of automo-
biles they take off the road.” They also use
more energy and emit more greenhouse gases
per passenger mile than the average car.” In
most urban areas they carry so few people that
transit could disappear tomorrow and almost
no one would notice (see Table 1). As for low-
income people, studies have found that giving
unemployed people access to a car will do far
more to help them get and keep a job than pro-
viding subsidized transit.>

In 2014, transit ridership reached 10.75
billion trips, its highest level since 1956. This
is hardly a great achievement, however, as
increased urban populations meant that annu-
al transit trips per urban resident declined
from 98 in 1956 to 42 in 2014. Yet the transit

industry responded to this increased ridership
by calling for more subsidies.

“The record ridership in 2014 is a clear
message to Congress that the citizens of this
country want expanded public transit servic-
es,” said APTA president Michael Melaniphy.
“Congress needs to work together now to pass
a long-term, well-funded surface transporta-
tion bill that invests in our country’s public
transit infrastructure.”#

From 2014 to 2016, nationwide ridership
declined by 4.4 percent. While this may seem
small, some urban areas have seen catastroph-
ic losses in riders in the past few years. Since
2009, transit ridership has fallen by 37 percent
in Wichita, 36 percent in Memphis, 31 percent
in Sacramento and Richmond, 29 percent in
Detroit, 28 percent in Bakersfield and Toledo,
and 27 percent in Fresno. Transit systems in
Atlanta, Cincinnati, Los Angeles, Milwaukee,
St. Louis, and Washington have all suffered
double-digit declines since 2009. Moreover,
data for the first seven months of 2017 suggest
that declines are accelerating.’

Although agencies in these urban areas may
depend on fares to cover only 20 to 40 percent
of their operating costs, a 10 to 35 percent drop
in that share of funding still hurts. Today, tran-
sit agencies are furiously lobbying for more
subsidies to make up for declining revenues
from transit riders. In other words, agency
responses to both increases and decreases in
ridership are to ask for more subsidies.

In many cases, the agencies plan to use
those subsidies in ways that will impose heavy
costs on taxpayers for decades to come, includ-
ing by borrowing money to build new transit
lines or rehabilitate old ones. Instead, they
should be attempting to find a dignified path
towards shutting down their systems in ways
that minimize disruptions to transit riders and
costs to taxpayers.

A BRIEF HISTORY OF TRANSIT

A century ago, America was nearing the
end of the Golden Age of urban transit. Elec-
tric streetcars had been perfected in the late



1880s, and by 1902 every American city of
15,000 people or more had streetcar service.®
Electric rapid transit was perfected in the
early 1890s, and by 1917 it was trundling people
across, or under, Boston, Chicago, New York,
and Philadelphia. These and other major cit-
ies were also connected to their suburbs by
frequent steam-powered commuter trains.

Hub-and-spoke transit systems worked
at the turn of the 20th century because, as
late as the 19108, most American cities were
monocentric, with most jobs, retail stores, and
other services located in the city centers and
most residents living around those centers.
Yet even at its peak, when the average urban
resident rode transit nearly 300 times per year,
transit mainly served the well-to-do, as fares
were too expensive for most working-class
employees and their families.

In 1913, Henry Ford developed the disrup-
tive technology that would end the Golden
Age of urban transit: the moving assembly
line. The moving assembly line allowed Ford to
reduce the price of his cars even as he doubled
worker pay, thus making it possible for even
unskilled workers to buy automobiles. The
share of American families that owned an auto-
mobile rapidly grew from less than § percent in
1913 to more than 50 percent in 1926.

Perhaps even more important for public
transit, the moving assembly line changed the
nature of factories and jobs. Where once a sin-
gle city block could hold a factory employing
several thousand workers, moving assembly
lines required far more land. Ford’s Highland
Park Plant, which built the Model T, covered
130 acres. His River Rouge Complex, which
built the Model A, was 9oo acres. Such large
factories couldn’t locate within city centers,
where land was expensive, so they moved to
the suburbs, thus turning monocentric cities
into polycentric urban areas.

Transit didn’t work as well for polycentric
areas, and the transit that worked best was bus-
es, not streetcars. As of 1922, buses cost more to
operate than streetcars, but it cost transit com-
panies far less to expand services using buses
than streetcars because they didn’t have to

build new track. The number of miles of street-
car lines peaked in 1919, while streetcar rider-
ship peaked in 1920 and declined through most
of the 1920s, a decline that was entirely made
up for by increased bus ridership. Except for a
new streetcar line in Miami and subway lines in
New York, almost all new transit service in the
1920s used buses, not rail transit.

By the end of the 1920s, technological
improvements made internal combustion
engines smaller and more economical to
operate. Fitting the smaller engines over the
rear axle instead of under a long hood also
increased the capacity of a bus by about a
third. This made buses less expensive to oper-
ate, and far less expensive to maintain, than rail
transit. As a result, cities such as Albuquerque,
Ann Arbor, Boise, Burlington, and Danbury all
replaced their streetcars with buses by 1930.
In 1933, San Antonio became the first city of
more than 200,000 people to do so, as well.

Between 1910 and 1973, streetcar systems
were scrapped and, in most cases, replaced
with buses, in more than a thousand American
cities. The few cities in which streetcars sur-
vived after 1973 did so because they used
tunnels that would become polluted if used by
diesel buses (Boston, Newark, Philadelphia,
and San Francisco) or exclusive rights of way
that the transit company did not want to give
up (Cleveland and New Otrleans).

Urban areas continued to evolve in ways
making them even less suited for transit. In
1920, 40 percent of American jobs were in fac-
tories, but by 1980 most jobs were in service
industries such as health care, education, whole-
sale and retail trade, government, and utilities.
These jobs were even more finely spread across
the landscape, so that today just 8 percent of
jobs are located in central city downtowns and
only about 20 percent are located in edge cit-
ies and other urban centers.” Thus, increasing
automobile ownership was only part of the rea-
son for transit’s decline, the other part being
the increasing diffusion of jobs, most of which
are not easily accessible by any form of transit.

In the early 1960s, the vast majority of
American transit systems were still privately
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Table 1

Transit’s share of travel and commuting in urban areas and central cities (percent)

Urban area share of Urban area share of Central city share of
total travel commuting commuting
New York 11.07 34.60 58.10
Los Angeles 2.02 5.60 11.80
Chicago 3.73 13.70 27.70
Miami 1.26 4.00 10.80
Philadelphia 2.77 10.90 28.00
Dallas-Ft. Worth 0.60 1.90 3.80
Houston 0.78 2.60 4.60
Washington 3.84 17.60 40.30
Atlanta 0.95 3.80 12.30
Boston 2.86 15.50 34.20
Detroit 0.39 1.40 8.70
Phoenix 0.65 2.50 3.30
San Francisco-Oakland™ 5.51 19.40 36.50
Seattle 3.34 10.70 19.50
San Diego 1.48 3.90 4.60
Minneapolis-St. Paul 1.10 6.10 14.00
Tampa-St. Petersburg 0.40 1.70 3.80
Denver 1.66 4.50 6.70
Baltimore 2.42 8.20 18.10
St. Louis 0.76 3.30 11.40
Riverside-San Bernardino 0.50 1.80 3.30
Las Vegas 0.99 4.40 4.90
Portland 2.39 8.50 13.00
Cleveland 0.89 3.90 11.90
San Antonio 0.69 2.60 310
Pittsburgh 1.40 7.30 18.70
Sacramento 0.72 2.80 3.50
San Jose 1.07 4.50 3.20
Cincinnati 0.44 2.60 8.60
Kansas City 0.25 1.30 3.60
Orlando 0.64 2.80 330
Indianapolis 0.15 110 1.80




Urban area share of Urban area share of Central city share of

total travel commuting commuting
Virginia Beach-Norfolk 0.36 2.00 0.80
Milwaukee 0.83 4.50 8.10
Columbus 0.38 2.60 3.00
Austin 0.77 3.00 4.60
Charlotte 0.53 3.00 3.90
Providence 0.68 3.20 8.70
Jacksonville 0.37 1.70 1.40
Memphis 0.24 1.30 1.90
Salt Lake City* 1.29 3.30 5.70
Louisville 0.51 2.40 3.70
Nashville 0.27 2.00 2.20
Richmond 0.32 1.90 5.00
Buffalo 0.71 4.40 14.00
Hartford 0.72 3.60 17.90
Bridgeport-Stamford 0.34 11.20 12.30
New Orleans 0.57 4.40 7.50
Raleigh 0.18 110 1.70
Oklahoma City 0.09 0.50 0.60
Tucson 0.75 3.10 3.00
El Paso 0.81 1.20 1.90
Honolulu 4.07 10.50 13.60
Birmingham 0.12 0.80 2.20
Albuquerque 0.87 1.40 2.50
McAllen 0.00 0.60 0.80
Omaha 0.16 1.20 1.20
Dayton 0.43 2.00 6.30
Rochester 0.51 3.60 4.60
Allentown 0.37 2.00 5.70

* Data for the San Francisco-Oakland urban area include the Concord and Livermore urban areas, as all are served by the
same regional transit system. Likewise, data for the Salt Lake City urban area include the Ogden and Provo-Orem urban
areas. This table shows the top 60 urbanized areas by population; 60 are shown because showing only 50 would leave out
Honolulu, where transit has particularly high shares of travel and commuting, probably because of high fuel prices.

Sources: Transit's share of total travel is calculated from the 2015 National Transit Database (VWashington: Federal
Transit Administration, 2016), www.ransitdotgov/ntd, Service spreadsheet; and 2015 Highway Statistics, tinyurl.com/
FHwAHwyStats, Table HM-72, with vehicle miles of travel multiplied by 1.67 to convert to passenger miles of travel; transit’s
share of commuting is from the 2015 American Community Survey, Table B08301, for urban areas and places.
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owned and profitable, although declining. The
railroads that offered commuter trains to the
nation’s largest cities, however, were losing
money and petitioning to discontinue those
services. Since commuter trains that serve
Boston, Chicago, New York, and Philadelphia
cross state lines and thus were interstate com-
merce, Congress agreed to help state govern-
ments take over such operations.

Politically, however, Congress couldn’t
pass a law that benefitted just four cities, so
it offered to help any city that took over its
transit system. Within a decade, the nation’s
transit industry was almost completely social-
ized or municipalized.

To fund their operations, transit agencies
sought as large a tax base as possible, usually
an entire county or a multi-county region. To
justify the taxes, the agencies had to extend
transit service to low-density suburbs with
high auto ownership rates, sometimes at the
expense of cutting service in their core mar-
kets near city centers.

This resulted in a huge decline in produc-
tivity. Between 1970 and 2015, the number of
passengers carried per operating employee
declined by almost exactly 5o percent.® The
average number of passengers on board a bus
declined by 25 percent.? After adjusting for infla-
tion, transit industry spending on operations
and improvements has more than quadrupled,
while fare revenues haven’t quite doubled.™

Growing automobile ownership meant
that transit’s core market of low-income work-
ers and others who did not drive was shrink-
ing. Between 1970 and 2000, the share of
American households without cars shrank
from 17 percent to 9 percent, while the share
with three or more cars tripled from 6 to 18
percent. Today, just 4.3 percent of American
workers live in households without cars, and
most of them don’t take transit to work.™

In a classic example of mission creep, transit
agencies responded to the decline in the num-
ber of transit-dependent people by giving
themselves a new goal: attracting middle-class
people out of their cars and onto transit. One of
the main ways they did so was to build expensive

rail transit projects that they hoped would
appeal to middle-class commuters. While they
achieved some success with this in a few areas,
for the most part the increase in so-called
choice riders failed to make up for the decline in
transit-dependent riders. Indeed, in some areas
the emphasis on providing expensive transit
for well-to-do riders forced transit agencies to
cut services to low-income areas, thus losing
more riders than they gained. The National
Association for the Advancement of Colored
People (NAACP) even successfully sued the
Los Angeles County transit agency for cutting
service to minority neighborhoods in order to
finance rail into middle-class neighborhoods.™

After adjusting for inflation, transit agencies
have spent more than $1.6 trillion on operations
and improvements since 1970, while collecting
less than $500 billion in fares.”® Per passen-
ger mile, transit is the nation’s most expensive
and most heavily subsidized form of travel. In
2015, transit agencies spent an average of $1.14
per passenger mile, while Amtrak costs aver-
aged nearly 60 cents, driving averaged about
26 cents, and flying averaged about 16 cents per
passenger mile. Of those costs, transit subsidies
averaged 87 cents per passenger mile, compared
with about 30 cents for Amtrak and less than 2
cents for flying and driving,. "

More than a trillion dollars in subsidies
since 1970 has produced minimal transpor-
tation benefits. Transit ridership grew from
about 7.5 billion rides in 1970 to 10.5 billion
in 2015. However, urban populations grew
faster, so the number of annual transit trips
taken by the average urban resident declined
from 50 in 1970 to 39 in 2016. Urban conges-
tion has grown dramatically, partly because
many urban areas spend most of their trans-
portation funds on transit systems that carry
less than 1 or 2 percent of passenger travel and
virtually no freight, rather than the roads and
streets that carry around 95 percent of passen-
gers and around 99 percent of local freight.”

Contrary to transit industry claims, out-
side of New York transit is not vital to urban
economies and is barely perceptible in most
American urban areas except as a tax burden



and a source of congestion. Table 1 shows that
transit carries more than 20 percent of com-
muters to work in just 6 central cities and in
just one of the nation’s 60 largest urban areas.
Transit carries just 11 percent of total passen-
ger travel in the New York urban area. It car-
ries less than 1 percent of total passenger travel
in the vast majority of urbanized areas, since it
is less than 1 percent in all but a handful of the
approximately 360 census-defined urbanized
areas not shown in Table 1. Thus, transit could
disappear tomorrow in most places and most
people would hardly notice.

THE “FOUR HORSEMEN OF
THE TRANSIT APOCALYPSE”

The prospects for the transit industry are
only going to get worse, thanks to four trends
that are making mass transit even less viable as
a form of urban transportation. These “Four
Horsemen of the Transit Apocalypse” are: low
oil prices; growing maintenance costs; unfund-
ed pension and health care obligations; and
ride-hailing services, such as Uber and Lyft,
and the impending expansion of such services
using driverless vehicles. Other than seeking
tax increases and other subsidies, transit agen-
cies are doing little to respond to these trends.

Low Oil Prices

The 1960s government rescue of the
transit industry seemed to be vindicated by
the energy crises of the 1970s. Since then,
the industry has been able to count on ris-
ing energy prices to boost both ridership and
political support for subsidies. For example,
with higher gas prices, ridership rose to a peak
of 8.9 billion trips in 1989. But then falling gas
prices led ridership to decline to fewer than
7.8 billion trips in 1995. When gas prices rose
in the mid-2000s, ridership grew to more than
10.§ billion trips in 2008 and nearly 10.8 billion
in 2014. Now that gas prices are lower again,
ridership is falling.

Gasoline prices have little influence on
whetherwell-to-do people ride transit, but they
can have a significant influence on low-income

people. One recent study found that “the
low-income population reduced gasoline con-
sumption and increased their transit ridership
during the period of rising gasoline prices; the
high-income population with a strong commit-
ment to vehicle use maintained fairly inelastic
demand for gasoline and public transit.”*®

Historic fluctuations in fuel prices were
not due to any real resource shortages but to
geopolitical events, including Middle East
strife and efforts by the Organization of the
Petroleum Exporting Countries (OPEC) to
flex its oligopolistic power. While there may
be no end in sight to problems in the Middle
East, the transit industry can no longer count
on spikes in energy prices to boost ridership or
justify increased subsidies.

This is thanks to new energy technologies,
notably hydraulic fracturing (fracking), that
have made increased oil production feasible
within the United States. While the United
States continues to import oil, it is a master
of its own destiny when it comes to energy
prices because domestic oil production can
easily increase in response to international
shortages, keeping American gasoline prices
relatively stable. Thus, the recent losses in
transit ridership that the industry has blamed
on low fuel prices are not likely to be reversed
anytime soon.

Rising Maintenance Costs

In 2010, the Federal Transit Administration
(FTA) estimated that the nation’s transit indus-
try had a maintenance backlog of $77.7 billion
($87 billion in 2016 dollars).”” The agency
added that the backlog was growing because
transit agencies weren't spending enough on
maintenance to keep their systems in their
current conditions, much less to reduce the
repair backlog. In 2015, the Department of
Transportation estimated that the backlog
had indeed grown to $89.8 billion ($95 billion
in 2016 dollars), which was probably a conser-
vative estimate. To eliminate the backlogin 20
years, the department calculated, 100 percent
of funds now being spent on improvements

would have to be shifted to maintenance.'
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Unlike the maintenance backlog for high-
ways and bridges, which could be easily elimi-
nated with a small increase in fuel taxes or
other user fees, the transit industry has no
hope of fixing its backlog by raising tran-
sit fares. Those fares do not begin to cover
operating costs, much less the costs of main-
tenance or improvements. In 2015, transit
systems in the New York urban area collect-
ed enough fares to cover 49 percent of their
operating costs. Systems in Boston, Chicago,
Philadelphia, San Francisco, and Washington
were all around 40 percent.' This means they
would need to increase fares by 100 to 150 per-
cent just to cover operating costs, much less
leave anything left over for maintenance.

Those are the best cases. At the other
extreme, transit systems in Austin, Dallas-Ft.
Worth, Houston, Kansas City, San Antonio,
and San Jose only collect enough fares to cover
around 10 to 15 percent of operating costs.*®
Kansas City and San Antonio were wise
enough not to build expensive rail systems
with long-term mortgages and maintenance
needs, but the other cities are facing growing
maintenance costs.

Rail infrastructure has an expected life of
about 30 years and must be thoroughly rebuilt
or rehabilitated at the end of that time or risk
suffering numerous delays, accidents, and
other problems. New York’s subway system
went through such a crisis in the 1980s, but it
fixed the problems by spending billions of dol-
lars and going heavily into debt. Now, roughly
30 years later, the debt remains, and the delays
and breakdowns have returned, punctuated by
a recent derailment that injured 34 people.”
While New York’s Metropolitan Transit
Authority (MTA) tried to blame deteriorat-
ing service on overcrowding, in fact it is due to
maintenance issues and obsolete equipment.**
By the end of 2016, the MTA was saddled with
$37 billion in long-term debt and double that
in total liabilities, leaving it in a poor position
to fix the problems.?

The original lines of the Washington
Metrorail system turned 30 in 2006. Soon
after that, riders began experiencing episodes

of smoke in the tunnels, forcing the agency to
stop and evacuate the trains.** By 2013, such
incidents were happening twice a month, and
the agency had discovered they were caused by
water in leaky tunnels short-circuiting fiber-
glass insulators in the third-rail power system,
causing them to catch fire.” In 2009, a train
collision that killed nine people was blamed
on poorly maintained signaling systems.>®

As early as 2002, the Washington Metro-
politan Area Transit Authority (WMATA)
warned that the agency would need to spend
more than $12 billion on maintenance in the
next few years to prevent such problems. The
system “stands at the precipice of a fiscal and
service crisis,” the agency predicted.”’” But
neither the federal government, which had
paid for most of the costs of building the sys-
tem, nor local governments, which paid for
most of the costs of operating it, stepped up
to pay for maintenance. Today, WMATA’s gen-
eral manager says the system has “$25 billion of
unfunded capital needs.”*

Legacy rail systems in Boston, Chicago,
and Philadelphia, and rail systems built in
the 1970s in Atlanta and San Francisco, are
all undergoing maintenance crises. Rail sys-
tems built in the 1980s, such as those in San
Diego, Portland, Sacramento, and San Jose,
are beginning to have similar problems. In
every case, the people who decided to build
these systems found the money for construc-
tion and operations but made few to no plans
for maintenance. In short, rail transit is a lot
more expensive than its advocates have told
the public.

Contrary to what people might think, one
of the main causes of the maintenance crises is
not a shortage of funds, but too much money
spent in the wrong places. Since transit sys-
tems rely on tax dollars for most of their funds,
politicians have a major say in how to spend
that money. Such politicians tend to favor
“ribbons over brooms”—that is, they prefer
to spend money on glitzy new projects rather
than on maintaining old ones.

New York’s MTA estimates that it has a
$6.3 billion maintenance backlog.?® Rather



than reduce this backlog, New York is spend-
ing more than $10 billion building the 3.5-mile
East Side Access Line connecting the Long
Island Railroad to Grand Central Terminal. It
also just finished spending $4.5 billion on the
first two miles of the planned eight-mile Second
Avenue Subway (at a total cost of $16.8 billion).
In addition, it just spent $2.4 billion extending
the 7 subway line by one mile.?°

WMATA estimates that the D.C. Metro-
rail system has a $6.7 billion maintenance
backlog and needs to spend $17.4 billion
over the next 10 years to fix this backlog and
keep it from growing again.?' But rather than
maintain the existing Metrorail system in the
Virginia suburbs of Washington, D.C., the
state of Virginia decided to spend $6.8 billion
on the Silver Line, which (since both it and the
Blue Line share the crossing of the Potomac
River) actually reduced the capacity of the
Blue Line to carry traffic. Rather than main-
tain the Metrorail system in the Maryland
suburbs of Washington, Maryland wants to
spend $5.6 billion to construct and operate the
Purple light-rail line, which will significantly
increase congestion in the areas it crosses.>”

In 2014, the Massachusetts Bay Transpor-
tation Authority (MBTA) estimated that it
had a $3 billion maintenance backlog and that
it “needs to spend approximately $470 million
per year” to keep the backlog from growing.
Instead, it spent only about $100 million per
year on maintenance, and by 2016 the back-
log had grown to $6.7 billion.?* One of the
reasons the backlog grew was that, rather
than maintain the system, Boston decided to
spend $2.3 billion extending the Green Line to
Medford, Massachusetts.?

Rapid-transit systems are not the only ones
that wear out. Portland’s first light-rail line was
two years shy of 30 years old in 2014 when it
began experiencing repeated breakdowns.3¢
A state audit found that TriMet, Portland’s
transit agency, had fallen behind on scheduled
track and signal maintenance.?

Transit agencies may protest that funds
available for building newlines are not available
for maintenance. This is only partially true,

but to the extent that it is true, it reflects the
political preference for building new projects
over maintaining existing ones, which is one
good reason why transportation infrastruc-
ture should be funded out of user fees rather
than tax dollars. The federal government has
funds for capital projects that require state
and local matching funds. The transit agencies
therefore lobby state and local governments to
get those matching funds even as they neglect
the maintenance of their existing systems. The
politicians are at fault for not funding mainte-
nance, but the transit agencies are just as much
at fault for accepting—and even demanding—
funds for new projects when they can’t afford
to maintain what they already have.

Unfunded Obligations

In addition to debts incurred to build,
maintain, and operate their transit systems,
many transit agencies have allowed unfunded
pension and health care obligations to grow to
staggering levels. Table 2 shows the unfund-
ed obligations reported in the most recent
comprehensive annual financial statements
and actuarial valuations (usually for 2016) for
selected transit agencies. The unfunded pen-
sion obligations are not available for some
transit agencies because their pension plans are
combined with state or city pension systems.

Any unfunded obligation is worrisome,
but the problems in some transit agencies
are extreme. Boston’s Massachusetts Bay
Transportation Authority and Sacramento’s
Regional Transit District both have unfunded
obligations that are more than double their
operating budgets. The Maryland Transit
Administration, New York’s Metropolitan
Transportation Authority, Portland’s Tri-
Met, and the Washington Metropolitan Area
Transportation Authority all have unfunded
obligations larger than their annual operating
budgets. The Southeast Pennsylvania Trans-
portation Authority (SEPTA) and Rochester
Regional Transit Service (RTS) both have
unfunded health care obligations that are
nearly as large as their operating budgets and,
when pension obligations are added, are likely
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Table 2
Unfunded pension and health care obligations (millions of dollars)
City Transit agency Pension Health care Operating expenses
Atlanta MARTA 21 160 676
Boston MBTA 1,209 2,266 1,688
Chicago CTA 1,524 12 1,844
Dallas DART 52 24 739
Houston Metro 198 576 783
Los Angeles  Metro N/A 1,080 3,993
Maryland MTA 402 607 937
Nashville MTA N/A 52 93
New York MTA 334 18,172 16,150
Oakland AC Transit 297 152 431
Philadelphia SEPTA N/A 1,558 1,729
Pittsburgh Port Authority N/A 828 538
Portland TriMet 202 760 632
Rochester RTS N/A 71 99
Sacramento RTD 117 478 197
Salt Lake City UTA 13 0 443
San Francisco  BART 515 111 910
Washington WMATA 1,027 1,767 2,629

Sources: AC Transit Employees” Retirement Plan Actuarial Valuation as of January 1, 2016 (Oakland: AC Transit, 2016),
p. 17; Quarterly Report of the Controller-Treasurer Period Ending 12/31/16 (Oakland: Bay Area Rapid Transit District, 2017),
p. 3; Retirement Plan for Chicago Transit Authority Employees Financial Statements and Supplementary Information for
the Years Ended December 31, 2015 and 2014 (Chicago: Chicago Transit Authority, 2016), p. 7; Dallas Area Rapid Transit
(DART) Employees’ Defined Benefit Retirement Plan Actuarial Valuation Report as of October 1, 2016 (Dallas: DART, 2017),
p. 9; Metropolitan Transit Authority Union Pension Plan January 1, 2014 Actuarial Valuation (Houston: Metropolitan Transit
Authority, 2015), p. ES-1; Metropolitan Transit Authority Non-Union Pension Plan January 1, 2016 Actuarial Valuation (Houston:
Metropolitan Transit Authority, 2016), p. ES-1; The Long Island Rail Road Company Plan for Additional Pensions Financial
Statements as of and for the Years Ended December 31, 2015 and 2014 (New York: LIRR, 2016), p. 23; Manhattan and Bronx
Surface Transit Operating Authority Pension Plan Financial Statements as of and for the Years Ended December 31, 2015 and
2014 (New York: MTA, 2016), p. 23; Metropolitan Transit Authority Pension Plan Financial Statements as of and for the Years
Ended December 31, 2015 and 2014 (New York: MTA, 2016), p. 23; MBTA Retirement Fund May-June 2017 (Boston: MBTA,
2017), p. 36; Maryland Transit Administration Pension Plan Actuarial Valuation as of July 1, 2016 (Hanover, MD: MTA, 2016),
p. 1; Retirement Plans for Sacramento Regional Transit District Employees Financial Statements with Independent Auditors
Report for the Fiscal Year Ended June 30, 2016 (Sacramento: RTD, 2016), pp. 21, 23; Review Plan Actuarial Reports and
Performance (Washington: WMATA, 2016), p. 10; Comprehensive Annual Financial Report for the Years Ended June 30,
2016 and 2015 (Atlanta: MARTA, 2016), pp. 6, 49; Financial Statements and Supplementary Information, June 30, 2016 and
2015 (Boston: MBTA, 2016), pp. 7, 62; Financial Statements and Supplementary Information, Years Ended December 31, 2016
and 2015 (Chicago: Chicago Transit Authority, 2016), pp. 7, 81; Comprehensive Annual Financial Report Fiscal Year Ended
September 30, 2016 (Dallas: Dallas Area Rapid Transit, 2017), pp. 5, 39; Comprehensive Annual Financial Report for the Years
Ending September 30, 2016 and 2015 (Houston: Metro, 2017), pp. 12, 62; Comprehensive Annual Financial Report for the
Fiscal Year Ended June 30, 2016 (Los Angeles: Los Angeles County Metropolitan Transportation Authority, 2016), pp. 21,
117; Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2015 (Hanover, MD: Maryland Department
of Transportation, 2016), pp. 28, 71; Audited Financial Statements and Other Financial Information June 30, 2016 and 2015
(Nashville: Metropolitan Transit Authority, 2016), pp. 12, 50; Consolidated Financial Statements as of and for the Years Ended
December 31, 2016 and 2015 (New York: Metropolitan Transportation Authority, 2017), pp. 8, 83; Annual Report Fiscal
Year 2016 (Philadelphia: Southeast Pennsylvania Transportation Authority, 2017), pp. 20, 48; Single Audit, June 30, 2016
(Pittsburgh: Port Authority of Allegheny County, 2016), pp. 2, 29; Report of Independent Auditors and Financial Statements
with Supplementary Information June 30, 2016 and 2015 (Portland: TriMet, 2016), pp. 9, 47, 52, 59; Comprehensive Annual
Financial Report for the Year Ended March 31, 2016 (Rochester: Rochester Genesee Regional Transportation Authority, 2016),
pp. 7. 64; Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2016 (Sacramento: Sacramento Regional
Transit District, 2016), pp. 6, 73; Comprehensive Annual Financial Report for Fiscal Year Ended December 31, 2016 and 2015
(Salt Lake City: Utah Transit Authority, 2016), pp. 28, 58; Annual Financial Report for the Years Ended June 30, 2016 and 2015
(Oakland: Bay Area Rapid Transit District, 2016), pp. 17, 73; Financial Report for the Fiscal Years Ended June 30, 2016 and 2015
(Washington: Washington Metropolitan Area Transit Authority, 2016), pp. 11, 67.



to be larger. Most of these agencies also have
large debts and/or maintenance backlogs.

The unfunded pension and health care obli-
gations facing Portland’s TriMet are so serious
that the agency’s general manager has warned
that, to fulfill those obligations, the agency
will have to cut all transit service by 70 percent
by 2025.3® Despite these problems, the agency
is planning another $2 billion light-rail line.3?

Ride-Hailing Services

A recent survey of users of Uber, Lyft, and
other ride-hailing services found that a third
of them would have used public transit if such
services were not available. *° Based on the rap-
id growth in Uber and Lyft ridership, it appears
likely that close to three-quarters of the decline
in transit ridership in 2016 was due to people
using shared vehicles instead of transit.#'

The transit systems most likely to be
affected by ride hailing are high-end systems,
especially rail transit. In November 2014,
the Bay Area Rapid Transit (BART) District
opened the Oakland Airport Connector, a
3.2-mile, half-billion-dollar automated rail line
between Oakland Airport and the nearest
BART station. BART expected that $6 fares
would cover the line’s operating costs. Instead,
it is losing money, and agency officials blame
competition from Uber and Lyft. BART ofhi-
cials say that no one could have foreseen the
impact of such ride-hailing services, which
didn’t exist when they were planning the
Airport Connector.#*

What is foreseeable today, however, is that
shared driverless cars are going to have a sig-
nificant impact on transit ridership in the very
near future. One projection estimates that, by
2030, 95 percent of all travel will be by shared
driverless cars.®? That leaves very little room
for urban transit. Manhattan, and possibly
the Chicago Loop and BART’s crossing of
San Francisco Bay, may be the only places in
America where traffic densities are so great
that transit will survive.

More than three dozen companies from
four different industries, including some of the
wealthiest corporations in the world, are racing

to produce the first marketable driverless cars.
Ford, Mercedes, Nissan, Tesla, Volkswagen,
and Volvo are among the many auto manufac-
turers with driverless car programs, with Ford
vowing to start mass producing driverless
cars—cars with no steering wheels or brake
or accelerator pedals—by 2021.44 In the soft-
ware industry, Apple, Google (under the name
Waymo), and Nvidia are developing driver-
less cars. In the auto parts industry, Bosch,
Continental, and Delphi all have driverless
car programs. In the transportation services
industry, Uber and Lyft (the latter in coopera-
tion with General Motors) are both working
on driverless cars.® With this kind of intense
competition, there can be no doubt that
driverless cars will become a reality within the
next decade.

Shared driverless cars may cost little more
to use, and be far more convenient, than tran-
sit. In 2015, Americans spent $1.08 trillion
buying, operating, maintaining, and insuring
their cars and light trucks.*® In exchange, they
drove those automobiles close to 2.8 trillion
miles, for an average cost of 40 cents a vehi-
cle mile.#” At average occupancy rates of
1.67 people per car, that works out to 24 cents
a passenger mile.® Highway subsidies in 2015
totaled about $59 billion, which works out to
2.1 cents per vehicle mile, or 1.3 cents per pas-
senger mile. 4’

In 2015, transit agencies spent $1.14 and col-
lected fares of 28 cents for every passenger mile
they carried.*® This means driving at average
occupancies costs less than transit fares, and
total costs are far less than transit after subsi-
dies are counted. Current users of ride-hailing
services such as Uber and Lyft must also pay
for the driver, which makes them more expen-
sive than transit. Once driverless ride-hailing
services are available, their cost will be closer
to the cost of owning a car—in other words,
the same as or less than transit fares. Door-
to-door driverless service will also be far more
convenient than transit, thus making transit
inferior to shared driverless cars in every way.

In aworld of driverless cars, driverless buses
may be able to compete in price in high-use

II

¢ ‘One

projection
estimates that,
by 2030, 95
percent of

all travel will
be by shared
driverless cars,
leaving very
little room

for urban
transit. 99



12

44

Too many
transit
agencies have
responded
to declining
ridership by
seeking more
subsidies
to build
new transit
infrastructure
that they
can’t afford to
maintain.

b

corridors, particularly in congested areas. But
private fixed-route services are already begin-
ning to compete with public transit agencies.
Lyftis experimenting with Lyft Shuttle, a fixed-
route service that competes directly with pub-
lic transit in San Francisco and Chicago.’’ In
addition, a Ford-owned company called Char-
iot is providing bus services in San Francisco
and will soon be providing them in New York.>

If driverless buses can compete with driver-
less cars, it will be in high-density cities, mean-
ing Boston, Chicago, New York, Philadelphia,
San Francisco, Washington, and maybe one or
two more. But it is also likely that such ser-
vices can be provided by the private sector,
eliminating the need for publicly subsidized
transit services.

In short, outside of New York City and per-
haps a few other places where driverless cars
will not be able to substitute for subways and
other high-capacity rail systems, it is likely
that all need for public transit will disappear
within a decade. Transit agencies will survive
mainly to pay off their debts and fulfill their

pension and health care obligations.

THE TRANSIT AGENCIES’
RESPONSE

The transit industry has responded to these
trends in a variety of ways, including

B secking more subsidies to make up for
declining ridership and increasing costs

B secking subsidies to build new rail tran-
sit lines and dedicated busways

B working with city or regional planners to
redesign cities to make them more sup-
portive of transit

B reorganizing transit lines to focus on
markets in the urban core rather than
the suburbs

B contracting with ride-hailing services to
offer subsidized rides, and

B experimenting with driverless buses.

While some of these approaches are cre-
ative, by far the most common approach is

to seek more subsidies. This is predictable,
but ironic, because the industry responded to
2014’s high rate of transit ridership by seeking
more subsidies, and it is now responding to
declining ridership by seeking more subsidies.
Some agencies, such as WMATA and New
Jersey Transit, blame their problems on the
lack of a dedicated tax, which means they need
to seek annual appropriations from state and
local governments.”3 Metro is seeking a sales
tax that will raise $500 million a year to help it
reduce its maintenance backlog, but it admits
that even if the sales tax is approved, it won’t
be enough to completely fix the system.>*
Dedicated funds are hardly a panacea. In
2013, Philadelphia’s Southeast Pennsylvania
Transportation Authority persuaded the
Pennsylvania legislature to dedicate several
taxes to the agency, yet the revenues are well
short of what is needed to restore the system
to a state of good repair.”’ Similarly, in 1999,
Massachusetts dedicated 20 percent of state
sales tax revenues to the Massachusetts Bay
Transportation Authority, and New York’s
MTA has long had a number of taxes and
fees dedicated to it, yet this hasn’t prevented
Boston’s and New York’s transit systems from
suffering severe maintenance problems. °
Otbher cities have persuaded voters to dra-
matically increase the dedicated taxes that
were already in place so they can build more
light rail and other transit infrastructure. Yet
buses can move more people faster, more
safely, and for far less money than light rail,
meaning light rail was obsolete even before
San Diego built the nation’s first modern
light-rail line in 1981.57 It will be even less able
to compete against shared driverless cars.
Despite this, in November 2016 Los
Angeles County’s transit agency persuaded
voters to approve new taxes that will raise
$120 billion, mostly to build new light-rail
lines.’® Seattle’s Puget Sound Transit similar-
ly persuaded voters to support tax increases
that will support a $54 billion expansion of
the region’s light-rail and commuter-rail sys-
tems.’? Virtually all of this money will be
wasted, especially since driverless cars will



probably be on the streets of those cities
before any of the light-rail lines funded by the
new taxes will open.

Indianapolis, Spokane, and other cities per-
suaded voters in November 2016 to increase
taxes to pay for dedicated bus lanes. Spokane
plans to spend $1.2 million per bus for electric
buses capable of carrying 120 people to oper-
ate on a bus route that agency planners predict
will carry an average of only 3.5 riders at a
time.®® Considering that very few corridors
in the United States attract enough transit rid-
ers to fully utilize a dedicated bus lane, such
lanes and their grandiose buses are almost as
foolish as light rail. For example, Los Angeles
built a set of dedicated bus lanes known as
the Orange Line and operates buses at most
15 times per hour on those lanes.®' By compar-
ison, Istanbul has a bus line called Metrobus
that runs 240 or more buses per hour during
peak periods, suggesting that the Orange Line
is at least 94 percent empty. %

Some transit agencies, recognizing that
transit can’t serve most people in modern urban
areas with widely diffused jobs, have worked
with land-use planners to try to rebuild the cit-
ies of the 1920s, with higher-density housing
and more jobs concentrated in a few centers.
The benefits of these efforts are insignificant.
University of California-Irvine economist
David Brownstone concluded after a review of
the literature on the subject that the impact of
changes to urban form are “too small to be use-
ful” in reducing driving or saving energy. %3

Sometimes the impacts on transit can be
negative. Portland, Oregon, spent hundreds
of millions of dollars in urban renewal funds
enticing developers to build high-density,
mixed-use residential communities north and
south of the downtown area and then connect-
ed those communities with downtown using a
streetcar in the expectation that downtown
workers would commute from those com-
munities by streetcar. Instead, those workers
quickly found that they could commute faster
by walking or bicycling than by streetcar. Since
2001, when the streetcar opened, the number
of downtown jobs has grown by 12 percent.

The number of people commuting to those
jobs by automobile grew by 21 percent and the
number commuting by walking and cycling
grew 79 percent, but the number commuting
by public transit declined by 5 percent. 54

A few transit agencies are reorganizing to
focus on core markets rather than outlying sub-
urbs. Dallas Area Rapid Transit (DART) has
spent more than $5 billion building the nation’s
largest light-rail network connecting suburbs
to downtown Dallas—and has little to show
for it. Since 19953, the year before the city’s first
light-rail line opened, transit trips per capita in
the Dallas—Ft. Worth urban area have declined
by 28 percent, and transit’s share of commut-
ing has declined by 32 percent. In June 2017, a
frustrated Dallas city council replaced several
members of DART’s board with people com-
mitted to serving Dallas transit riders rather
than distant suburbs, which will probably mean
cancellation of some new light-rail projects. %

Tampa’s Hillsborough Area Regional Tran-
sit (HART) is similarly regrouping, but for
different reasons. Voters had rejected plans
to build light rail, and declining ridership is
reducing revenues available for operations.
So the agency is cutting some suburban bus
routes in order to “focus its resources on the
more crowded urban core.” While the Tampa
Bay Times argues that this policy is “a disap-
pointment,” it makes sense if you believe the
purpose of transit is to serve people who need
it rather than to try to socially engineer people
out of their cars. %

Other transit agencies are attempting to
make use of ride-hailing services to provide
“last-mile” transportation between transit
stops and people’s actual destinations. San
Joaquin’s Regional Transit District is offer-
ing to subsidize half the cost of Uber rides
from transit centers to remote locations in
San Joaquin County.” But this is a dangerous
course for transit agencies, as some smaller
communities are completely replacing public
transit with ride-hailing services, and this may
expand when people realize that subsidies to
Uber can cost taxpayers less than subsidies to

traditional transit systems. 3
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Some transit advocates object to substitu-
tions of rail-hailing services for public transit.
“Uber is unprofitable, which means its prices
are unsustainable,” argues transit consultant
Jarrett Walker. This means “it would be folly
to plan your city around the assumption that
this will continue.”®® Of course, the same logic
applies to all public transit systems, which col-
lectively are losing far more money than Uber.

A few transit agencies are tentatively exper-
imenting with driverless buses in limited situ-
ations. Contra Costa County, California; Las
Vegas; and the University of Michigan have all
tested, or are testing, driverless buses or shut-
tles, as are a number of European cities.”®

For the most part, however, transit agencies
are responding to stagnant ridership numbers
and rising costs by seeking more subsidies. In
the face of declining ridership, Toledo’s tran-
sit agency is seeking to replace a property tax
that provides it with $13 million a year with a
sales tax that would provide it with $30 million
a year.”" Denver’s Regional Transportation
District (RTD), which is already collecting
sales taxes from everyone in an eight-county
region, recently asked the Colorado legislature
to pass a state sales tax for transit.””

CONCLUSION

It is not easy to accept that new tech-
nologies are replacing one’s core business, a
prospect that is currently facing many retail-
ers, such as Sears. Private companies such as
RadioShack and Blockbuster Video have been
able to wind down their operations without
fuss, but owing to its self-perception as serving
the public good, the transit industry continues
to feel entitled to its $50 billion in annual subsi-
dies. Instead of caving in to demands for more
subsidies, elected officials and policymakers
should begin to prepare for an orderly phase-
out of publicly funded transit services as driv-
erless cars become available in the next decade.

First, transit agencies should stop building
rail transit. Buses made most rail transit obso-
lete nearly 9o years ago, which is why more
than 1,000 American cities with streetcars

replaced those rail lines with buses between
1910 and 1972. Cities and regions don’t need to
be saddled with billions of dollars of debt from
construction of new lines that, thanks to shared
driverless cars, will end up carrying few riders.

Second, as existing rail lines wear out, transit
agencies should replace them with buses. The
costs of rehabilitating lines that have suffered
from years of deferred maintenance is nearly
as great as (if not greater than) the cost of
building them in the first place. In most cases,
even in such heavily used systems such as the
Washington Metro, buses can provide equiva-
lent service at a far lower cost. Unlike rail infra-
structure, buses can be sold if and when shared
driverless cars replace transit services, and driv-
erless cars can use the same pavement used by
buses today, so unlike rail, buses do not repre-
sent an irreversible commitment of resources.
New York City is the one place where maintain-
ing existing rail lines may make sense, but even
there the use of electric buses in subway tunnels
should be considered an alternative to spending
billions on rehabilitating rail infrastructure.

Third, transit agencies that want to offer
competitive services before driverless cars
become available should plan express buses
or bus rapid-transit lines that use lanes shared
with other traffic. Dedicating existing lanes to
buses increases congestion, while use of high-
occupancy vehicle (HOV) or high-occupancy
toll lanes can allow buses to avoid congestion
while providing congestion relief for everyone
else. As previously noted, very few corridors
in the United States generate enough tran-
sit riders to require dedicated bus lanes, and
most of those places are already served by
heavy-rail transit, such as in New York and a
few other cities.

Fourth, transit agencies should make a pri-
ority of paying down their debts and unfunded
pension and health care obligations. Agencies
should not saddle future taxpayers with those
obligations, especially if there is a real chance
that existing transit systems will be complete-
ly replaced by shared driverless vehicles.

Fifth, instead of subsidizing all transit riders,
transit agencies should target future subsidies



to low-income people. Census data reveal that
a higher percentage of people who earn more
than $75,000 a year take transit than any other
income class.” To the extent people believe
that low-income people can benefit from trans-
portation assistance, such assistance should be
in the form of vouchers (similar to food stamps)
that can be used with any transportation pro-
vider, from a ride-hailing service to an airline.

Transportation is a vital part of the Ameri-
can economy. Public transit, however, is not,
especially outside of New York City, and shared
driverless cars will make it even more redun-
dant. Whether or not shared driverless cars will
put transit agencies out of business in the next
decade, those agencies should stop wasting
money on expensive and noncompetitive
transit services and focus on providing basic,
cost-effective services for those who need
transit the most, while putting their economic
houses in order by reducing maintenance back-
logs, debts, and unfunded obligations.
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