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Do you believe the conventional wisdom about mass transit? That most systems may never be able to pay back their investment but at least cover operating costs? That they provide transportation to people who cannot afford automobiles? That even without stellar economic efficiency, urban transit cuts pollution? Every platitude is factually incorrect—and that has been known for three decades.

-- T.J. Rodgers, President & CEO, Cypress Semiconductor Corporation

Randal O'Toole, a resource economist with the Cato Institute, spoke in Anchorage on 11 March. He is the Institute’s expert on planning and transportation. His talk was about how urban planning affects the cost of housing; a fascinating and well illustrated presentation. 

However, he has spent many years exploring the very questions posed by T.J. Rodgers. Today, I will just address Rodgers’ question on transit operating costs.

Three sentences on page 20 of O’Toole’s recent book on traffic, Gridlock: Why We are Stuck in Traffic and What to Do About it, struck me as showing a significant misallocation of resources:

“Of course, these personal costs [fares, use taxes, tolls] were supplemented by government subsidies to the airline, highways, transit, and Amtrak [see sources in chart]. In 2000, total subsidies to airlines and airports averaged less than 0.01 cents per passenger mile, while highway subsidies averaged 0.8 cents per passenger mile (less if some of the subsidies are allocated to trucks). Subsidies to Amtrak averaged more than 14 cents a mile, while subsidies to transit averaged 50 cents a mile.”

When I mention painful subsidies for some transportation modes, I am dismissed with the comment “we subsidize them all.” Well we do, but the following charts show that some modes just don’t get results:
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The second chart just shows the federal subsidies. From this level of government the painful cost of rail and transit are both apparent. Interestingly the feds siphon off some of the highway tax money to subsidize less efficient modes.
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The Anchorage Citizens Coalition chides the Anchorage government for not following the city’s 2020 transportation plan and spending more of our transportation dollars on transit. Heck, most of us want to get something for our dollars; not waste them on transit.

Some justify the waste as an important part of welfare for the poor. They say good bus service is important to get people to jobs and give them a start up the economic ladder.

Transit in Anchorage handles just 2% of the traffic. The tax-based subsidy is 26 cents per passenger mile or $2.33 per trip (plus capital costs). The rider pays on average an additional 89 cents per trip. Recently, two Anchorage bus routes were chosen for elimination. The cost of subsidizing their patrons was over $5.30 per trip. Surely better service for this small ridership can be provided at lower cost than using the current stable of road elephants.

In North Carolina the maids came to work in shared cabs. Sharing the cost and a common schedule allowed them to negotiate an excellent price. 

My wife and I have had good experience riding jitneys in South America and Trinidad for a pittance. These cars or vans follow fixed routes (with slight deviations as needed). They run and stop on demand and carry as many passengers as they can. 

Some people are romantically attached to light rail as an urban or suburban mode of transportation. Unfortunately, the costs are so astronomical that it makes bus service at its high price, a bargain.

Based on Anchorage ridership, we should allocate nearly 98% of transportation funds to making car transportation more efficient and far-reaching, the rest can go to subsidize transit. Money spent on one-way streets, traffic light coordination, and efficient roads definitely gets the most bang for the buck!

Regarding the conventional wisdom on transit costs, the old slogan of Stanford professor John McCarthy is still appropriate: He who refuses to do arithmetic is doomed to talk nonsense.
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