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PREFACE

This study was made by the Transportation Center at Northwestern
University for the Chicago Central Area Committee and the Chicago Asso-
ciation of Commerce and Industry. Its purpose is to identify and ana-
lyze the basic issues in Chicago metropolitan transportation, thus
contributing to the development of sound public policies.

We have been ever mindful, in the preparation of the study, of
our responsibility to be as helpful as we could to all public agencies
which have the official obligation of solving these problems. We have
not hesitated, however, to voice disagreement with present thinking,
either public or private, when we believed it in error.

The study was written by Edwin T. Haefele, Assistant Director
of the Center and Project Leader of the study. Appendices I and IT
were prep;red by Probyn Aitken, Research Associate in the Center. Con-
sultative advice and counsel was given by Messrs. Yale Brozen, the
Center!s senior economic consultant; Stephen Sobotka, Assistant Director
of Research in the Center; Robert Funk, Assistant Director, Municipal
Finance Officers Association; Jordan Jay Hillman, General Attorney,
Chicago and Northwestern Railway Company; and Leon Rothenberg, Director
of Research, Federation of Tax Administrators. The work of the Center's

Reference Librarian, Miss Marianne Yates, is deserving of special no-

tice.
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Grateful acknowledgement is made to the many public and private
officials who took the time to advise and counsel the staff of the study.
Special thanks should be given to the staff of the Division of Highways,
State of Illinois and to Messrs. Clyde North, Assistant Comptroller of
the Chicago Transit Authority; William J. Mortimer, Superintendent, Cook
County Highway Department; J. Douglas Carroll and his staff at the Chi-
cago Area Transportation Study; Clifford Campbell of the Chicago Plan
Commission; Wayne Johnston, President, Illinois Central Railroad; Downing
Jenks, President, Rock Island Railroad; Ben W. Heineman, Chairman, Chi-
cago and Northwestern Railway; and Erwin E. Popcke, Secretary, Illinois
State Mass Transportation Commission.

None of the foregoing consultants or advisors are, of course, in
any way responsible for the .conclusions made in this study or for any

errors therein.

Franklin M. Kreml
Director
The Transportation Center

Evanston, Illinois
June 30, 1958
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INTRODUCTION

The degree, nature and propriety of public intervention into
the business of transportation (both the demand for and supply of) have
been matters of public dispute since the beginnings of the republic.
Compromises and temporary resolutions of the dispute have not kept us
from building what is undoubtedly one of the best transport systems in
the world even if the lack of basic resolution may have prevented us
from building the best of which we are capable. Students of government
marvel at how well we have done and professional transportation men feel
frustrated that we have not done better.

The foci of our transport systems are in our large metropolitan
areas -- here are the terminals of our regional and inter-regional
transport, the local distribution systems, the large assembly systems -=
all camplicated and to some extent disrupted by the vast internal circu-
lation systems handling purely local movements to and from work, recrea-
tion and shopping, as well as local goods delivery.

In these areas acute transport problems have arisen, of which
the problem of the govermment!s role must be considered as one of the
most basic. The problems should not, however, blind us to the most es-
sential fact -- the systems are working -- and amazingly well in light
of the heavy demands which have been placed on them in the post-war
years. To some substantial extent our magnification of the problems,
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which result from our anticipation of greater demands being made on
transport facilities, has made us discount the degree of success we
have achieved in meeting the demands so far.

It is from this base of what we feel to be justified optimism
and faith in our present institutions and processes (both public and
private) that we wish to start our discussion and analyses of the prob-
lems.

There has been no lack of orderly review of government!s role
in the promotion and regulation of transportation at the national lev-

1
el nor of the problems of metropolitan transportation and local govern-

2
ments! responsibilities therefor. 1In addition, almost all large cities
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have concluded, or are in process of conducting, large-scale investiga-
tions of transportation problems and their implications for the particu-
lar city. Chicago is no exception. In addition to the agencies men-
tioned in footnote two, page two, the Chicago area is the subject of
investigation by:

l. The Chicago Area Transportation Study, "whose overall objective
is to prepare a plan for transportation for the Chicago metro-
politan area, with primary reference to the transportation of
persons, "

2. The Illinois State Mass Transportation Commission, whose aims
and objectives are "the study and analysis of all phases of mass
transportation in congested urban areas of the State; the con-
sideration and making of recommendations for legislation to the
7lst General Assembly; the determinating of facts and public
interest conclusions for the improvement of urban and suburban

bus lines, suburban commuter railroads, and the Chicago Transit

Council of State Governments, Chicago, 1956.

University of Pennsylvania Law Review, Vol. 105, No. L, "A Sym-
posium on Metropolitan Regionalism: Developing Goverrmental Concepts,™
Philadelphia, 1957.

Leverett S. Lyon, Editor, Governmental Problems in the Chicago
Metropolitan Area, University of Chicago Press, Chicago, 1957.

Chicago Home Rule Commission, Modernizing a City Government,
University of Chicago Press, Chicago, 1954.

John C. Bollens, Special District Governments in the United
States, University of California Press, Berkeley, 1957.

Metropolitan Housing and Planning Council, Metropolitan Plan-
ning, Chicago, 1956.

Business Executives! Research Council of Greater Chicago,
"Chicago!s Metropolitan Growth," Chicago, 1955.

Ernest A. Grunsfeld and Louis Wirth, "A Plan for Metropolitan
Chicago," The Town Planning Review, Vol. XXV, No. 1, April 195L.

1
CATS, "Program of Analysis," 30,005-IB, p. iii.




1
Authority."

3. The Northeastern Illinois Metropolitan Area Planning Commission,
the recently constituted agency which has general planning ad-
visory functions for the six-county metropolitan area.

There are, moreover, the agencies of local, county, special dis-
trict and state governments which have a continuing interest in and re-
sponsibility for regulating, planning, constructing, ahd/or operating
one or another segment of the Chicago metropolitan area transport sys-
tem.

There is at present in the Chicago area much public interest in
the problems of its transport system, as evidenced by the special agen-
cies formed to study them, and considerable awareness that these prob-
lems are getting worse. There have been many specific proposals offered
as solutions, most of which are physical plans for specific physical im-
provements.

These physical plans and proposals, however, have come before
any real agreement, understanding, or even discussion has taken place
regarding the basic public policy questions raised by transport prob-
lems. Many people have been reluctant, quite naturally, to embrace a
specific proposal before having had time to consider the public policy

question behind the proposal, and the implications of that public policy

for the future.

1
First Interim Progress Report of the 3State Mass Transportation
Commission to the Govermment of the State of Illinois, etc., Chicago,

December 31, 1957, pp. 1-2.



The purpose of this study is to raise the public policy ques-
tions behind the metropolitan Chicago transportation problems to the

end that adequate public policies can be formulated.



CHAPTER I
THE PROBLEM

The basic problems of transportation in the Chicago metropoli-
tan area are problems of public policy, answers to which must be given,
in the final analysis, by the electorate. The questions are these:

l. To what extent, and for what purposes, should the public inter-
vene in the supply of and demand for transportation services
through such devices as licensing; regulation of entry, aban-
donment, service and price; promotion; planning; construction
and/or operation of transport facilities?

2. What processes of public decision-making and structure of gov-
ernment should be utilized in any such interventions?

3. How should such interventions be financed?

Partial answers have, of course, been given to some of these
questions. Roads have become almost completely a public responsibility,
some forms of private carriage are regulated, some transit services are
publicly owned and operated. No real public consensus has formed, how-
ever, and the above questions recur with each new decision. Moreover,
some of these answers seem to conflict with others, and the factual
situation is a tangled web of local, state and federal responsibilities,
regulation and investment.

This should not be surprising, since public policy on the

6



questions was formed piece by piece over the last 100 years, necessari-
1y bound by the compromises necessary at the time and by the technology
of the era. In transportation, as in most other areas of public de-
cision, there is no automatic review of policy in light of changed cir-
cumstances.

Quite obviously not all problems of transportation are problems
of public policy. Even if the public were not involved in transporta-
tion, some of the problems are inherent in any industry whose basic
technology changes so rapidly and whose market demands are shifting.
Most of these inherent problems, however, cannot begin to be solved un-
til new public decisions are made which decide the manner and kind of
public investment in the transport system and the manner and kind of
restrictions on private investment.

It should be kept in mind that these public decisions will have
to be taken not only at the local level but also at the state and feder-
al level and that no decisions are likely to be taken which seriously
restrict individual freedom to choose among the various kinds of trans-
port service available.

The particular questions in the Chicago area transportation
problem which will be answered, in principle, when the three prior ques-
tions of public policy are decided are these:

l. What is the extent of public responsibility for transportation
in the area, should this be vested in one or in several agencies,
and in what way should such agency or agencies be made responsi-

ble to the electorate?



2. Should private transportation companies (suburban railroads,
bus lines, taxis) be subject to the manner and kind of regula-
tion on entry, abandonment, service, and price which they are
now subject to under state and local laws?

3. Should the Chicago Transit Authority, or any other common car-
rier (public or private), be given public funds or facilities
paid for by public funds to augment its revenues from fares?

L. Should costs of the highway system be paid for completely by
user charges (license fees, wheel-taxes, and motor fuel taxes)
or should general tax sources also be utilized?2

We shall now consider each of these questions in turn,

1
The CTA also receives substantial income from charter service
and rental of its properties.

21t should be noted that questions 3 and L are completely sepa-
rate issues. The notion that the public has no right to, or should not,
give non-user, public support to one form of transportation without giv-
ing it to other forms has no foundation in law or common-sense. The
only foundation such a contention has is that it may result in a mis-
allocation of resources in a strictly economic sense. Whether or not
it would, however, is only one factor, and not generally an over-riding
factor, in any public decision to allocate money.



CHAPTER II
QUESTIONS AND ANATYSES

What is the Extent of Public Responsibility
for Transportation in the Area

Analysis

In general terms, it has become a recognized public responsibili-
ty to take remedial steps in any segment of the private economy deemed
essential to the welfare of the community when that segment is not func-
tioning in a manner acceptable to the general electorate. The main
variables in that statement are definitions of what is "essential to the
welfare of the community" and what is "acceptable." Both of these varia-
bles are perforce defined by the electorate. "Remedial steps" may in-
clude regulation of the industry or exemption of the industry, or parts
thereof, from the usual tax burdens, the giving of public funds to the
industry, the imposition of special taxes or fees, (such as excise taxes)
or the actual purchase of the industry by the public to insure continued
operation, either publicly or by contract to private management.

On the national and state levels, remedial step questions gen-
erally coalesce into positions taken by the two main political parties
and reasonably satisfactory public discussion and understanding of al-
ternatives is reached. On the local level (which is perhaps the level
of government historically most likely to face these decisions) the
questions seldom are brought into sharp focus through the normal po-
litical processes. The questions here are most likely to be framed by

9
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technicians in terms of technical "efficiency." The broader issues are
seldom presented to the electorate or even to its elected officials,

who must instead wrestle with contending technical arguments which they,
and the public, are poorly equipped to do.

In the Chicago area, the remedial step questions at hand pres-
ently involve decisions as to how, if possible, to preserve private
suburban rail transportation, whether to run it publicly where private
operations cannot be preserved, what to do about the increasing pressure
of private auto transport, particularly in the congested areas, and the
future of the CTA.l

Although technical questions of relative costs and "efficiencies"
of one or another mode of transport have figured largely in the discus-
sion of these questions to date, such technical questions are extremely
tangential to the main issues involved. The main issues are these:

l. What is it possible to do?
2. What public purposes can be furthered by taking action on these
questions?

With reference to l.:

a. It is probably not possible to reverse the area-wide relative

2
market demand +trend away from common carrier transportation

lThe matter of the CTA is so pivotal that a separate question
is devoted to it.

21t should be emphasized that market demand is more than an ab-
stract economic term. It is a measure more precise, by far, than any
yet developed for determining what the popular & oices of the total com-
munity are. It, therefore, reflects popular will in a way that no spe-
cial interest or pressure groups can.
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and toward the use of private autos by any public action like-
ly to be approved by the electorate. Specifically, no improve-
ments that may practicably be made in the present technology of
the common carriers is likely to result in any reversal of this
trend, (see Appendix I). Nothing short of a major technologi-
cal break-through in this area, which is not foreseen now, will
be able to re-capture the share of the passenger market which
the common carriers used to have. This does not negate the
fact that some parts of the Chicago area may be able to support
even expanded or improved rail and bus service, if skillful
managerial ingenuity is allowed and is forihcoming.

Since there will probably be, for the foreseeable future, an
absolute demand for common carrier transportation to the Loop
high enough to enable public and private agencies to run self-
supporting services to the Loop, it will be possible to provide
for increases in the amount of private auto transportation to
the Loop (both access and parking) without destroying the Central
Business District. Chicago is happily blessed both with common
carrier facilities adequate enough to retain many riders, and
even to increase the number, and with space enough to handle in-
creased private auto terminal facilities around the Loop. The
spectre of "if everyone drove his car to work" is not a real
possibility in Chicago in the foreseeable future.

With reference to 2.:

If removal of certain restrictions would help preserve some of



b.

12

our suburban rail services, this would serve a useful public
purpose. We discuss this in a separate question.

The purchase, or contractual public payment to owners, of other
private companies whose services cammot be sustained by fares,
regardless of managerial ingenuity, would do two things. It
would preserve a facility, but would not insure that anyone
would use it, and it would present the public %ith a decision

in the area of general planning. If any public purpose is
served by such an investment, it would only be a purpose re=-
vealed in connection with the general planning objectives of

the community and should, therefore, be decided in those terms
and through the general planning processes. For example, exist-
ing rights-of-way extending for substantial distances within

the metropolitan area should be purchased by the public rather
than let such rights-of-way be broken up.

With reference to increasing pressure of private auto transport,
there can be no useful public purpose served by attempts to re-
strict this demand so long as there exists no alternative which
the public will accept. In other words, the demand picture must
be changed, otherwise all that will result is a restriction of
the basic economic activity of the area. Certainly, however, it
is serving a useful purpose to meet this pressure in ways which
do not conflict with the general planning objectives of the com-
munity. This involves some type of coordination with the plan-

ning process and is discussed separately.
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Should This Public Responsibility be Placed
in One or in Several Agencies

Analysis

We have maintained that there are features of the public re-
sponsibility for transportation'which are part and parcel of the public
responsibility of planning. This being so, it is essential that the
planning of any public transportation activities (investment,  nstruc-
tion, or routing) take place in conjunction with the general planning
processes, and should take private transportation facilities into ac-
count. It is not essential, however, that the administration or opera-
tions of transport facilities be done by one agency because of this.

Accomplishing this coordination of planning is critically com-
complicated, at present, by the fact that public transport planning re-
sponsibilities are not clearly defined and are diffused throughout a
variety of special authorities, districts, and municipal, county, and
state governments.

Public responsibilities of general planning are hardly less
complex, although here at least a beginning toward area-wide planning
has been taken with the creation of the Northeastern Illinois Metropoli-
tan Area Planning Commission. In addition, the planning agencies of
municipalities can and, to some extent, do coordinate their planning
activities,

These complexities need not stifle the possibility of there be-
ing, before too many years, some agency or staff which could consider
area-wide transport planning, either in conjunction with the NIMAPC or

i
as a part thereof. The complexities do suggest, however, that there

lThe Chicago Area Transportation Study has been a step in this
direction, but the scope of this work must go beyond that which is pres-

ently assigned to CATS.
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is not likely to be any pat formula which can be applied, or any dras-
tic changes which could be successfully made in the near future.
Changes in governmental structure and processes are necessarily slow
and painstakingly made, and quite properly the result of compromises.

The present situation is one in which some agencies planning
transport have rejected the idea of letting market demands shape their
planning decisions and are instead attempting to promoée a particular
community structure without, in any wise, being competent or authorized
to deal with general planning policy. Zven if they were both, however,
technical transport agencies are not the proper center from which to
determine planning policies. The fact that they have had to do so, in
some instances, is further reason to work toward a govermment structure
which ties together transport planning and general planning.

A feature of the govermmental structure which further compli-
cates the picture is the regulatory control over private common carrier
transportation in this area, now vested in the Illinois Commerce Commis-
sion. It is essential that this power be vested in an agency responsi-
ble for this area only, and operated under laws originating and approved
by the electorate of this area if any uniformity in public decisions is
to be achieved. If the citizens of the area cannot draft the laws gov-
erning purely local (in this sense, the metropolitan area) carriage,
they are not likely to be successful in furthering rational public in-
vestment in transport facilities.

On the other hand, it is Jjust as important to prevent purely

parochial interests (as opposed to those of the whole metropolitan area)
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from distorting the system through the "log-rolling" technique. This
fact leads inescapably to the necessity of having some matters decided
on a metropolitan basis.

The contemplation of a regulatory control, even more subject to
local pressures than it is now, may understandably fill private manage-
ment with anxiety; their present efforts are directed toward moving such
controls from the state to the federal level of government in order to
escape local pressures. However, their efforts now are an expedient

deemed necessary because of the present pattern of regulation. Wwhile

logical in the short run, their efforts would ® ncentrate more authori-
ty in Washington, and once there, it is doubtful that it would ever re-
turn. Consequently, the effort is not consistent with the generally
accepted philosophy of dealing with local affairs locally. DMoreover,
the controversy regarding extent of regulation over price, service, and
routes is not likely to be resolved finally until the issues presented
in our question on public regulation are faced squarely at the local

level.
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In What Way Should Such Agency or Agencies
be Made Responsible to the Electorate

Analysis

We have said that to the extent that public decisions in trans-
port planning are not shaped by market demands, they should be made in
conjunction, or as a part of, general planning decisions. The purpose
of this is to get transport planning decisions into the stream of pub-
lic decision-making by elected officials of general govermment.

The role that each mode of transport is to play in the area,
insofar as public investment is not shaped by demand, is a matter for
elected officials, responsible to the electorate, to decide. It cannot
be left to appointive boards, to technicians, to special districts, or
authorities. This is not to say that the general government officials
should not have expert technical advice. Certainly they should.

The expert technical advice, however, needs to be reconciled
before it comes vp for decision. The actuality and continued prospect
of several transport agencies, in effect, campaigning before the elec-
torate for particular programs makes neither for good administration
nor good public decisions.

[ransportation is only one of many problem areas which is com-
plicated by the lack of a structure of govermment adequate to the geo-
graphical scope, the technical complexities, or the social implications
of the problems. For some years this lack has been compensated for by
the creation of special authorities or districts with jurisdiction over
a particular problem. Most students of government are now aware that

these devices are weakening the general governmental structure and are
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taking out of the hands of the electorate crucial decisions which they
should make.

This study was not intended to deal with the general problem
of government in metropolitan areas. It is necessary, however, to
point out in this analysis that transport planning is one of these cru-
cial decisions ﬁhich the electorate must, in the final analysis, make
and for which they do not have the proper govermnmental means to do so
now.

It must be emphasized that we are here talking only about trans-
port planning. There is no indication that operations should be cen-
tralized or subject, normally, to public review any more than is any
other technical or administrative procedure. For example, it is pos=-
sible for there to be many agencies operating transit services, if the

planning for these operations is carefully coordinated.
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Recommendation

We recommend that official study of the general problem of gov-
ernment in this metropolitan area be intensified, that transport plan-
ning be considered as a part of this study and not placed in a special
district, authority, or commission. We suggest that greater cooperative
effort should be made by the municipalities and counties of the area to
the end that general planning policies are adopted.

We further recommend, in the absence of any publicly approved
planning policies to the contrary, that market demand for transport
services be the guide-post for any immediate further public investment
in ‘transport facilities. We suggest that competent staffs need to be
employed by general government if this guide-post is to be properly

read.
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Should Private Transportation Companies (Suburban Railroads, Bus
Lines, Taxis™) be Subject to the Manner and Kind of Regu~
lations on Entry, Abandonment, Service, and Price
which They are now Subject to under

State and Local Laws

Analxsis

The traditional reasons for regulating entry, abandomnment, serv-
ice and price of private transportation companies which engage in common
carriage of passengers are theses

l. To protect the public from monopolistic prices.

2. To give some protection against Munrestricted: competition to
the companies which invest in large, fixed plants.

3. To insure that equal or non-discriminatory treatment is given
to all customers.

L. To attempt to insure stability and economic health to an indus-
try which performs an essential public function.

Two developments have occurred which have largely vitiated the
strength of present regulation to do these things.

1l. The acceptance of the private auto for passenger transportation
has had the effect of greatly reducing the dangers of monopoly
pricing and discrimination, and made all private transport in-

vestment subject to "unrestricted" competition.

2. Changed economic and social patterns have resulted in marked

lThe Transportation Center recently completed a study for the
City of Chicago, the conclusions of which were that there was no justi-
fication for limiting entry into the field or for regulating the level
of fares. For a full discussion see "The Operation and Regulation of
Taxicabs in the City of Chicago," a Research Report prepared by The
Transportation Center at Northwestern University, March 27, 1958.
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instability and very poor economic health of many segments of

the common carrier industry.

Both of these developments are basic changes in the demand for
transport services -- a marked relative increase in the demand for pri-
vate auto transport and a relative decrease and shift in demand for
private bus and rail transport. These changes in demand may have been
heightened by regulatory restrictions on private bus and rail companies
which prevented them from experimenting with service, route patterns,
and fares so as to try to meet the competition of the auto and changes
in riding habits. We cannot say that they have been heightened substan-
tially by the fact that autos, which utilized a multi-purpose public
right-of-way, may not have always paid their full share of the cost of
that right-of-way or of parking facilities. Even with high taxes, toll,
and parking charges, demand obviously continues at a high level. Changes
in the general level of economic activity and personal incomes, local
geography, and provision of facilities seem to be the only regulators
of demand for private auto transportation.l

One of the effects of the present pattern of regulation on en-
try, abandonment, service, and price is that of forcing some common
carriers to provide service to areas and at prices which result in losses

to the carriers. This, in effect, is forcing the stockholders of those

companies to subsidize the riders of its lines. Without commenting on

lSince most of the electorate own and drive autos, they may be
expected to defeat any attempt to restrict demand through the charging
of fees which more than pay for facilities or the deliberate provision
of fewer facilities than the market calls for.
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the inequities placed on one portion of the electorate to the benefit
of another portion through a most peculiar medium, ill-fitted for this
purpose -- a private corporation -- it will suffice to say that this
will not long continue. Quite soon the corporation will have cause to
take legal action to enable it to abandon a basically unprofitable serv-
ice.

It is not to be expected, therefore, that present regulatory re-
strictions will preserve what are basgically unprofitable services by
private companies for the communities which now enjoy them. ¥Whether or
not any of these unprofitable services should be taken over by public
authorities and operated by them is a separate question and is treated
separately.

Chilcago has areas, particularly in the suburban rail field,
where profitable operation seems a definite possibility if greater Ifree-
dom on service and pricing were given to private management. It also
has aress where lines have been abandoned, and others where abandonment
may be indicated even though greater managerial freedom is given.

There evidently remains a widely-held opinion that the only
reason that private transport companies cannot profitably operate su-
burban service is that they are inefficiently managed or are somenow
hiding" the real profits they make. This opinion is sometimes coupled
with the belief that the companies have an obligation to serve, even if
they do lose money.

Although the lack of validity of these statements is easily
demonstrated, they must be recorded here because of their influence on

some portions of the electorate.
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Recommendation

We recommend that the question of restrictions on entry, aban-
donment, service, and price of passenger services by private companies
be officially reviewed and suggest that many such restrictions are not
now serving the public purpose for which they were intended, or indeed,
any public purpose.

This recommendation does not contemplate any relaxation of pub-
lic obligation to set, and enforce, standards of safety and competence

and willingness to perform.
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Should the Chicago Transit Authority be Given Public
Funds or Facilities Paid for by Public Funds to
Augment ite Revenues from Fares™

Analzpis

The creation of the Chicago Transit Authority was an attempt to
preserve, for Chicago and some other parts of Cook County, a self-sup-
porting, local common carrier passenger service. The Authority, having
been hit by declining demand because of basic technological, social,
and economic changes, now has the alternatives of redesigning the ex~
tent and nature of its services in order to remain self-supporting2 or
of asking for_public funds to supplement what it now earns from fares
so that it may hold its present pattern of services and even expand them.
It has chosen to do the latter and has initiated a direct public cam-
paign for support of its position. While there are, at present, no re-
strictions against this, we have contended that it is an improper pro-
cedure.

If the Authority had chosen to shape itself according to market
demand, we would suspect that the following general shape of services
would result:

l. Fewer local services, some of which might be at lower fares.

2. Continued intensive service to high demand generators, such as

11n general, the same principles and analysis would apply to
public investment in any common carrier transport agency, public or pri-
vate.

214, should be noted that CTA has the right to set fares and
services without reference to any regulatory body, so long as its fares
are sufficient to meet its obligations and expenses. It is, in these
respects, in a position roughly analogous to most private businesses.
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the Central Business District, perhaps at higher fares.
3. Less night~time service in all areas.
L. An internal circulation system for the Central Business District.
Such a pattern of services would accord, in our view, with the
present market demands for a local, common carrier of passengers in the
Chicago area.l
Since the Authority has chosen the second alternative, tneir
discussion has centered around "community benefits," "community needs,!
and the "efficiencies" of transit versus autos as a means of transpori-
ing people. Although much could be said about the use of these terms,
it should suffice to say that the Authority, however competent it is
to operate a bus and transit service, does not have the competence or
authorization to assess or prescribe community benefits and needs, ard
that technical efficiencies, in a free society, count for far less than
individual choice.
The basic issues involved in granting public funds, from what-
ever source and for whatever purpose, to the Authcrity are:
l. Would further expansion in transit facilities be Justified from
a market demand standpoint? There is no evidence that it would
be, because, at present, we do not have the analysis necessary

2
to determine where investment would be .Jjustified.

1

We should also add that, to the extent the Authority is subsi-
dizing various school districts by carrying school children at less than
full marginal cost, it should be compensated by contractual arrangement.

2
The CATS data, when completed, should offer clues for further
expansion on a self-supporting basis.
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Is the Authority a proper instrument through which some public
planning policy calling for over-investment in transit facili-
ties might be furthered?

There would seem to be no reason why not, provided that such
policy was developed by general government (municipalities or
counties) in the exercise of their planning responsibilities,
and provided that a business-like contractual arrangement was
made which did not obligate either the municipalities involved
or the Authority beyond the specific conditions of the contract,

Je emphasize that, at present, there is no general planning
policy which calls for such over-investment and we suggest it
would be unlikely that any will be developed. lost transit de-~
mands made by general planning policy would normally be demands
which are responsive to, even if they somewhat shape, market de-
mands and, therefore, self-supporting.

Are there Authority facilities which would be lost under accept-
ance of a market-oriented system which are essential for so-
called stand-by service (assuming the validity of stand-by serv-
ice arguments)?

This question 1s too frequently asked in terms of "what
would we do 1f there were no local transit?" .Je believe that
the Authority can be self-supporting (and recent financial re-
ports from CTA support this belief) at a level of service high
enough to handle the extra pressures of emergency demands which

are likely to be made on it.
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Is the Authority a proper vehicle for furthering public welfare
policies?

There are many people who plead for low fares and compre-

‘hensive services (all at a loss to the Authority) on the grounds

that there are people, for example, school children, who need
this service at these fares. We suggest, however, that such
services are far more equitably given through contractual
agreements rather than by throwing an undue burden on the Au-

thority.
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Recommendation

We recommend that the Chicago Transit Authority continue to
maintain itself as a self-supporting service, at whatever levels of
service and fares which this involves. We suggest that the present
level and scope of service cannot likely be maintained economically.

We also suggest that further blanket increases in fares in an attempt
to do so 1s not an adequate substitute for a market-oriented system and
the consequent selective fare adjustments which this implies.

We suggest that the authority or district device is not an ap-
propriate tool for further integration or consolidation of area-wide
governmental responsibilities for transport planning and, therefore,

recommend against using the Chicage Transit Authority for such purposes.
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Should Costs of the Highway Systeml be Paid for Completely by
User-Charges (License Fees, Parking Fees, Wheel-Taxes,
and Motor Fuel Taxes) or Should General Tax
Sources also be Utilized?

Analysis

There is a voluminous technical literature on the question of
whether the user pays for highways now. (Cur own contribution to this
technical question may be found in Appendix II.)

There is also a growing literature on whether users should pay
the total costs, which is the more basic issue for policy decision.
This latter question has been approached by trying to assess the rela-
tive "benefits" of highways to the users, to the owners of property
whose value is affected by the highway, to the general community, and
to national defense. Such assessments as these, while technically in-
teresting because they are difficult, are exercises in futility in terms
of decisionss

Any investment, public or private, confers benefits which reach
beyond the immediate focus of the investment. It is, in almost all
cases, impossible to assess the value of that indirect benefit and re-
cover it for the investor. Your house may appreciate in value because
other people build better houses around it. Your health may be protected
if your neighbors invest in medical care. The general community bene-

fits in both cases. These "benefits" are not assessed and returned to

lThere are, of course, substantial questions of definition of
what constitutes "the highway system." Briefly, we are considering not
only arterial streets and highways, but also most of the area's city
streets. We do not include alleys or dead-end sub-division streets,
which we feel are still a legitimate charge to the property owners.
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the investor; they are tangential to his decision to invest and need
not be paid for.
Likewise, in public investments, general public benefits (and,
therefore, general tax funds) neéd not be considered unless:
l. The direct beneficiaries cannot pay for the investment (as is
the case of welfare and relief).
2. The direct beneficiaries are the same group, in the main, as
the general community (as is the case of education, police, and
fire protection) and it is, therefore, more convenient to col-
lect the monies through general taxing powers.
3. The public has decided, for some reason, to invest in more of
the service than the direct beneficiaries are willing to pay for
(a

it, for example).

would be the case if public funds were used to extend trans-

9]

It is surely evident that the demand for private auto and truck
transportation is high enough that none of the foregoing three consid-
erations apply. The most compelling reason why general tax sources
should not be utilized for helping to finance the highway system costs
is that they are not needed, whereas these general tax sources are hard
pressed to respond to the other, urgent needs of the community which a
growing population has intensified. An ancillary reason is that, in
the absence of any public purpose to the contrary, charging the full
costs of highway systems to the user allows the using public to "vote"
how much and what kinds of these facilities it wants and, therefore, de-
termine the size.of public investment to be made.

The determination of highway costs and collection of these costs
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from the users is complicated by the different levels of government
which impose user-charges and the inequities resulting from the pattern
of distribution of these monies among governmental units. This pattern
results in the Chicago general tax sources being used to pay for a part
of highway costs even though the Chicago motorist pays, in user-charges,
an amount roughly equivalent to the full costs of these facilities.

(See Appendix II.) This pattern is true nationally a.nci is the result
of a structure of govermment which has not caught up to the realities
of the present urban-rural pattern. If public investment in highways
is to be recovered by user-charges, the investment should bear some

closer relationship, geographically, to where the users are.
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Recommendation

We recommend that costs of the highway system be fully recovered
by user-charges, and suggest that the collection and allocation of pres-
ent user-charges be reviewed to the end that the Chicago metropolitan

area receives an equitable share of such monies.



CHAPTER IIT

TRANSPORTATION AND GOVERNMENTAL FISCAL POLICY

We have indicated the desirability of financing public invest-
ments in transportation facilities through user-charges. We have main-
tained this for the following reasons:

1. It is a feasible method (and this fact alone is overwhelming to
students of public finance) which does not throw an additional
strain on already overburdened general tax sources.

2. It allows the investment size to be governed by consumer demand
and hence protects against uneconomic allocation of resources.

3. There is no presently approved public policy which runs counter
to allowing the size of the transport investment to be governed
by consumer demand.

The concept of user-charges as a device for proper allocation
of public investment in these areas is well esteblished. It was per-
haps first stated in modern times by Adam Smith.

That the erection and maintenance of the public works which fa-
cilitate the commerce of any country, such as good roads, bridges,
navigable canals, harbours, etc., must require very different de-
grees of expense in the different periods of society is evident
without any proof. The expense of making and maintaining the pub-
lic roads of any country must evidently increase with the annual
production of the land and labour of that country, or with the
quantity and weight of the goods which it becomes necessary to fetch

.and carry upon those roads.
It does not seem necessary that the expense of those public

32
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works should be defrayed from the public revenue . . . . The great-
er part of such public works may easily be so managed as to afford
a particular revenue sufficient for defraying their own expense,
without bringing any burden upon the general revenue of the society.
e « » « It seems scarce possible to invent a more equitable
way of maintaining such works. This tax or toll too, though it is
advanced by the carrier, is finally paic by the consumer, to whom
it must always be charged in the price of the goods. As the expense
of carriage, however, is very much reduced by means of such public
works, the goods, notwithstanding the toll, come cheaper to the con-
sumer than they could otherwise have done; their price not being so
much raised by the toll as it is lowered by the cheapness of the
carriage. The person who finally pays this tax, therefore, gains
by the application more than he loses by the payment of it. His
payment is exactly in proportion to his gain. It is in reality no
more than a part of that gain which he is obliged to give up in
order to get the rest. It seems impossible to imagine a more equita-
ble method of raising a tax.

A more recent statement, specifically on roads, is made by Lyle
C. Fitch, Director of Fiscal and Economic Research, Division of Admin-

istration, New York City.

There is nothing new about user-charges for revenue. Tolls,
motor fuel taxes, and other impositions are increasingly circum-
scribing the long-cherished principle that the nation's roadways
should be free to all comers, like the air to the flying machine.
The latest manifestation of this tendency is the Congressional de-
cision to finance the stepped-up highway construction program by
increasing taxes bearing directly on motor vehicle use.

The implication is that the quantity and quality of roadways
should be limited to what users are willing to pay for. That is,
investments in roadways are considered to pay off if their users
will meet their costs, and not primarily because of external eco-
nomics or indirect benefits, such as the amount of economic develop-
ment they may stimulate. There is increasing acceptance of this
test, implicitly in the decisions of state and national legislatures
tying roadway construction and maintenance to hignway user revenues
and explicitly in much of the recent literature on highway finance.

lAdam Smith, An Inquiry Into the Nature and Causes of the Wealth
of Nations, Great Books Edition, Encylopaedia Britannica, Inc., Chicago,

1952, pp. 315-16.
2

Lyle C. Fitch, "Financing Urban Roadways" in Financing High-
ways, The Tax Institute, Princeton, 1957, pp. 1LO-L1.
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A succinct modern theoretical statement on user-charges is given

by Simeon Leland.

Utility revenues, or user-charges, ranx second among the broad
categories of govermmental income . . . » They are collected in re-
turn for definite services supplied to consumers. If viewed as
taxes, many of them would be classified as regressive; but so is
the price of bread, coffee, or tea, not to mention other commodities,
sold on the open market, It may not be appropriate to ask users of
gas, water, electricity, etc., to pay enough for these utilities to
produce a surplus above cost so as to defray a portion of the costs
of general government. But, unless the rates cover all costs, in-
cluding overhead and management, a portion of which is in general
government, the users may be subsidized at the expense of other tax-
payers «_ . . . GCertain it is that total costs should be met as a
minimum.

Luther Gulick, President of the Institute of Public Administra-
tion, former Administrator of the City of New York, and perhaps the dean
of active public administrators, writes,

In view of the wider metropolitan requirements -- so many of
which relate to costly transportation, major land purchases, recrea=-
tion, and public utilities -~ it is no longer possible to rest back
on present concepts as to tax and debt limits, or to exclude the
use of "pricing," that is, charging for the use of specific serv-
ices. Pricing will not only relieve tax burdens, but will regulate
use and give the public a good chance to "vote!" with their dimes
and quarters for the services they really want and find beneficial.2

The proper use of user-charges involves three things. First,
identifying and utilizing direct collection possibilities where feasi-
ble. These would obviously include transit fares and parking fees.

Second, where direct collection at time of use is not feasible, having

lSimeon E. Leland, "An Ideal Theoretical Plan of Finance for a
Metropolitan Area" in Financing Metropolitan Government, The Tax Insti-

tute, Princeton 1955, pp. 257-5C. Emphasis added.

2 .

Luther Gulick, "The New Highway Program Requires Metropolitan
Cooperation" in The New Highways: Challenge to the Metropolitan Region,
Urban Land Institute, Technical Bulletin 31, Washington 1957, p. ©9.
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some process of analysis acute enough to determine between alternative
investments, such as a sophisticated cost-benefit or rate-of-return
techniqpe.l The selection is a matter of technical decision too in-
volved to explore here. It should be noted, however, that either me-
thod is subject to distortion by improper weight being given to certain
non-quantifiable variables. Third, having some agreed upon technique
for assigning proportions, or shares, of the charges to the various
classes of users. Here again technical analysis is involved; much study
by both state and federal agencies has been carried ou'b,2 and it is im-
possible in this study to ascertain any easy formula for this assign-
ment. Assessing the total charges against users, however, simplifies
this technical analysis considerably, for it removes the necessity of
assigning proportions to the general community, and hence reduces the
number of shares which must be calculated. In general, we believe that
incremental or marginal cost techniques, starting from the base of the
private motorist and charging to other users the added costs of invest-
ment which their use entails, is worthy of serious consideration if, in
the analysis, both added qualitative design features and additions to

the system are considered along with maintenance.

1For a discussion of these two approaches, see C. H. Oglesby and
E. L. Grant, "Economic Analysis -- The Fundamental Approach to Decisions
in Highway Planning and Design," an unpublished paper presented at the
1958 meeting of the Highway Research Board; and Richard M. Zettel, "High-
way Benefit and Cost Analysis as an Aid to Investment Decision," Insti-
tute of Transportation and Traffic Engineering, University of California,
Berkeley. Reprint No. L9.

2 3
See "Allocating Highway Cost Responsibility," Highway Research
Board Bulletin 175, Washington 1958.



CHAPTER IV
TRANSPORTATION AND PUBLIC POLICY

Our statement of the problem of transportation in the Chicago
metropolitan area began with a judgment that the basic issues involved
were issues of public policy, to be solved, in the final analysis, by
the electorate. We have devoted our study to the raising of these is-
sues, as we saw them.

We have recommended that more attention be given to genuine pub-
lic demand as registered in the market place, and have indicated that
such demand has not, to date, been greatly influenced by hidden subsi-
dies to motorists.

We have urged that some restrictions on private common-carrier
pricing, service, and managerial experiments be removed because we felt
that demand had been influenced unduly by these restrictions. We have
suggested that public agencies use their freedom in these areas to shape
their services to market demand.

We have recommended that user-charges be utilized to recover the
full costs of public investment in transport facilities, this being the
most efficient way to accomplish a market-oriented investment policy.

At several stages in the preceding analysis we have insisted
that the only justification for public investment in transportation, be-
yond that which market demand would justify, is in conjunction with, or

36
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for the purpose of, furthering some publicly approved general planning
policy. We have maintained that technical transport agencies should re-
frain from attempting to make these general planning policies and from
campaigning for particular plans. We believe this is the only way to
avoid over-investment or investment in "white elephants” and technically
obsolete or poorly placed facilities.

We now must record our belief that such general plans are, re-
grettably, not yet to the public policy decision stage. It is to be
hoped that the combined efforts of municipal planning agencies, the
Chicago Area Transportation Study (whose staff was forced to develop
their own concepts of a general plan for the region in the absence of
any previously developed), and the Northeastern Illinois Metropolitan
Area Planning Commission can overcome this basic deficiency.

We have also recorded the lack of any instrumentality of general
government to which such general plans, when developed, could be sub-
mitted for organized review and public approval.

It is the absence of the two essential processes of planning
and public review which has led us to devote most of the preceding
analysis to a discussion of a market-oriented public investment policy
for transport facilities. Nothing in that analysis should, therefore,
be interpreted as opposition, per se, to public investment in transport
facilities beyond market demand. Our opposition is directed toward any
further public investment, at this time, because such investment plans
have not been geared into the normal planning and review processes.

It is obviously not within the scope of this study to try to

construct a general planning process or a structure of general government
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for this area adequate to the tasks they must bear, one of which is
transport planning, We do point out, however, that basic solutions to
the transport problems of this area will not be reached without such
processes and structure, Much can be done in the area of general
planning now, of course, through cooperative efforts of municipali-
ties and counties of the area,

Moreover, we have sugzested that most general plans, when de-
veloped, will likely not call for over-investment in any form of trans-
port facilities, but rather for investment which is likely to be self=-
supporting,

We believe, in a word, in both a public investment policy and
a structure of government which is responsive to the will of the people
it serves, and is protected from undue influence of any particular seg-

ment thereof,
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APPENDIX I
THE DEMAND FOR MASS TRANSPORTATION IN THE CITY OF CHICAGO

The most striking feature of mass transit in the post-war years
is the general decline in the number of passengers carried annually. In
order to evaluate properly the significance of the decline, the market
appeal of the service, as well as the various factors influencing the
demand for the service, has to be investigated.

First, it must be recognized that local mass transit is not an
homogenous good, since there are qualitative differences between the
service offered by the rapid transit system and the surface system.

Real differences exist in terms of speed, reliable schedule, and proba-
bly convenience., Rapid transit, because of its exclusive right-of-way,
is capable of offering a relatively faster service than the surface sys-
tem, The result is that the cost, in terms of time, is greater when the
services of surface system are bought. The disparity in the speed-cost
factor is probably reflected in the greater rate of decline in the num-
ber of passengers carried on surface lines than on rapid transit. A
comparison of Figures I and II gives some indication of the absolute de-
cline in the demand for both forms of service. As if to underscore the
essential role that speed and convenience plays in the decline, it will
be observed that the greatest relative decline took place between 1948
and 1951 prior to the completion of the planned programme of

1
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modernization undertaken by the Transit Authority, and at the time when—
the-post=war shortage of automobiles was overcome.

While this dual decline was taking place in local transit, there
have been occurring, simultaneously, other significant events, namely,

a rise in the general level of disposable income, and an increase in
the number of private automobile ownership and use. There are indica-
tions that there is a high degree of correlation between the level of
income and automobile ownership. In other words, as income increases,
automobile ownership increases, This point of view is borne out by the
fact that from 1948 to 1956 income per capita in Chicago rose L6.96L
per cent while the per capita automobile ownership rose L7.150 per cent
during the same period. At the same time the transit rides per capita
declined38.023 per cent. (See Table I.)

Inferentially it is indicated that to transportation consumers
mass transit is an inferior good. As family income increases, the abso-
lute amount of transit expenditures by each income receiving unit falls.
There are physical limitations, however, in terms of highway and termi-
nal facilities, to the indefinite continuance of the substitution of
private automobile service for mass tramsit if the locational distribu-
tion of commercial and industrial activity remains relatively fixed.

The "inferior good" argument gains plausibility if the actual
demand for mass transit is known for periods in which the fare rate was
unchanged. One such period was from Jamuary 1955 to June 1956. If we
regard the number of passengers carried in January 1955 as represented

by 100, the comparative decline for corresponding months in the two



TABLE I

SHOWING PER CAPITA INCOME, AUTOMOBILY
OWNERSHIP, TRANSIT RIDES

T Automobile Transit
P : Junership Rides
S =0 eplon Per Capita Per Capita
1947 $1,76L a 175 i
1948 1,861 193 .263
1949 1,8374 217 .229
1950 1,989 .22 .202
1951 2,135 « 257 w190
1952 2,300 .248 .180
1953 2,501 230 .187
195 2,370 235 k(3
1955 £,572 .272 .16l
1956 2,135 .28L .163
Percentage
of Increase & g - J
from 1918 16.96L% L47.150% 38.023%
to 1956
8source: Estimated.from data obtained from the Economic

Research Division of the Chicago Area Transpor-

tation Study.

Income per capita is money in-

come inecluding income imputed for certair forms

of self provided services, e.g., owner occupied

houses.

Pppstracted from data published by Engineering Board of
Review; Vehicle License data, City of Chicago, 1956.

®Chicago Transit Authority, Annual Report, 1956.

@Estimated.



succeeding years is readily apparent (Table II).

Taking a similar period for the surface lines (Table II-A),
again the relative decline is revealed. The first three months of 1958
indicate a considerably greater decline which is in part the operative
result of fare changes in the latter half of 1957. The important point,
however, which Table II shows is that, even when there was no change in
the fare structure, a decline of one to three per cent took place an-
nually., This annual decline for this period can be regarded as a meas-
ure of the effect of increasing incomes on the demand for mass transit
service. This leads us to examine the demand response to changes in
the rate of fares. The examination will be hampered because most of the
changes have been for increased fares only. From unpublished data on
average weekly passenger travel, it is evident that, as expected, the
impact of a fare increase on total revenue in the short run is to raise
it to a level above that existing prior to the fare increase. When
riders have had time to adjust their travel habits, there is generally
a decline in the number of passengers, though not necessarily a decline
in revenues (Table III).

The appropriate rates of fare for mass transit could be derived
from the elasticity of demand for its services if the marginal costs
for either system were known. However, to find the elasticity poses
certain problems. For one thing, it is only possible to establish an
historical demand curve. There have been several price changes during
the period and it is a fair assumption that the elasticities of differ-
ing points on the curve are different in magnitude. For instance, one

month after fare increases of July 1957, the elasticity of demand is



(Corrected)

a
TABILE II

RELATIVE RAPID TRANSIT PASSENGER LOAD
ON AVERAGE WEEKDAYS IN PERIOD
OF UNCHANGED FARE RATE

Month 1955 1956 1957 1958°
i e 100.00 | 101.96 | 106.06 | 97.96
February 98,61 | 102.38 | 102.58 | 95.16
March 99.22 102.08 101.25 95.33
April 98.23 | 100.22 | 101.23

May 97.15 | 100.08 101,00

June 98.12 100.79 99.66

aIf instead of representing the rnumber cf passengers
carried in January 1955 as 100, all the months of
1955 were to be so regarded, the relative decline in
1956 and 1957 would still be apparent.

Prhe year 1958 was included to illustrate the likely
relative trend after fare increases had taken place
in the latter half of 1957 (see p. 6).



TABLE II-A

RELATIVE SURFACE SYSTEM PASSENGER LOAD ON AVERAGE
WEEKDAYS IN PERIOD OF UNCHANGED FARE RATE-

Month 1955 1956 1957 1958

January 100.00 98.62 96.18 8L.3L
February 100.13 98.89 98.23 85.61

March 101.10 99.70 97.30 86.65
April 100,69 97.L6 96.30
May 100.78 99.75 96.81

June 99.10 98-33 95073




TABLE ITI

PASSENGERS AND REVENUE

Year Passengers Revenue
1947

1948 963,001,195 113,080,207
1949 847,111,142 113,962,6L9
1950 752,200,968 113,811,063
1951 696,948,179 110,586,592
1952 658,019,455 11}, 563,315
1953 686,560,0662 121,730,269
1954 611,166,501 118,755,811
1955 623,493,648 118,648,133
1956 621,282,566 117,955,595
1957 582,065,867 128115, 291

a
The opening up of the new subways accounts for
the temporary rise in the number of passengers.

Source: Chicago Transit Authority, Annual Re-
ports.
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found to be -.462 on the surface system and -.220 on the rapid transit
system, respectively. In the long run (i.e., five months later) the
elasticities are -.623 and =-.172.

We have shown that the relative decline on rapid transit system
is not as great as on the surface system. It can be shown, too, that
the demand for rapid transit service is more inelastic, both in the
short run and in the long run. This is due to the fact that rapid trans-
it draws its passengers from the concentrated centers of population that
provide the bulk of the work forece in the central and adjacent areas
through which the rapid transit passes.

In spite of the many fare increases that have been made since
1947, the hourly distribution of riders has shown remarkable stability.
Significantly, the changes which have occurred were increases in the per-
centage of passengers carried within the rush hour periods, and corre-
sponding decreases in the off-peak period (Table IV). In view of the
known decline in the demand for mass transit, this stability of hourly
rider distribution demands an explanation. The hard core of rush hour
traffic is cemposed of home to work and work to home trips. In the post-

@

war period (1946-195L) no less than 138 industrial firms have moved out

i e st

P

of Chicago to suburban locations. In addition, LOO new plants were es-

tablished on new locations in the suburban areas by firms not previously
1

located in Chicago. In terms of jobs, 98,500 were created. In terms

of home to work (and work to home) trips, approximately 985,000 per week

1
Business Executives! Research Committee, Chicago's Metropolitan

Growth; Northwestern University, 1954-55; also The Chicago Plan Commis-
sion, The Calumet Area of Metropolitan 1956.
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TABLE IV

HOURLY DISTRIBUTION OF ORIGINATING REVENUE PASSENGERS
SURFACE SYSTEM ONLY

Hourly Period

PER CENT OF 2L HOUR TOTAL

December 1938

December 1913

March 1955a

4300 = 5:00 A.M. +5% 7% .5%

5:00 6200 2.1 2.8 2.l

6200 7:00 .7 11338 8.7 12.2% 57 10.6%
7200 8:00 12.1 9.5 1.7

8:00 9:00 5.9 18.0% L.6 14.1%° 8.3 20.0%
9:00 - 10:00 37 3.0 3.5
11:00 - 12:00 Noon 3.3 3.2 2.7
12:00 - 1:00 P.M. 3.6 3.6 2.3

1:00 2300 Ls2 el 3.7

2:00 3:00 5.4 5.1 5.2

3:00 14200 7.9 31.6% 7.6 29.7% Tall 28.5%
L:00 - 5200 11.9 11,8 10.3

5:00 6:00 6.8 8.7 11.0

63200 7200 hsT 23.4% 5.7 26.2% 5.3 26.6%
7:00 - B8:00 L.0 L.6 3.2

8:00 - 9:00 2.9 3.5 2.y

9:00 - 10:00 248 Tel 2,2
10:00 - 11:00 2,2 2.5 2,0
11:00 - 12:00 1.8 13.7% 1.8 15.5% 1.6 13, i
12:00 - l:OO AJI\'E. l.o l.l lo)—L

1:00 - 2:00 .5 .6 .8

2:00 - 3:00 .3 3 i

3:00 - L4200 " 2.0% .3 2,34 .3 2.9%

TOTAL 100.,0% 100.0% 100.0%

%3ased on twelve principal routes considered to be a representative cross-
section of the Surface System.

Source:

Chicago Transit Authority.
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were originated. As the majority of these new plant destinations are
far removed from the fixed facilities and established routes of mass
transit, it goes a far way to explain the sharp decline in demand for
mass transit and corresponding increase in demand for automobile trans-
portation service. It also explains that in spite of the decline, the
distribution of rides by the hour remains fairly constant over a long
period. The increase in the rush hour traffic as a percentage of total
traffic may be explained by the approximately three per cent increase
in the labor force. On the other hand, the decrease in the off-peak
traffic is attributable in part to the availability and convenience of
automobile service; to the rapid post-war growth of suburban shopping
areas with good and inexpensive parking facilities; and partly to the
continuing population shift (partly industry-induced) to the suburban
areas. Thus, it would appear that the cumulative effects of events en-
tirely beyond the control of local transit have slowly but effectively
reduced the demand for off-peak hour mass transportation. In the ab-
sence of reliable data, a precise measure of the dewand elasticity for
of f-peak service is not obtainable. The Chicago Transit Authority ex-
perimented with fare reductions during off-peak hours during November
of 1953. The result was that the Authority incurred losses in so doing.
This result points to the inelasticity of demand for off-peak service
under the conditions of the experiment o nducted by the Chicago Transit
Authority. As far as peak-hour service is concerned, we have seen that
factors other than fare increases have in combination tended to reduce

the total demand each year. We have seen, too, that local mass
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transportation has experienced the type of demand facing inferior goods.
We suggest that, given expanding facilities for automobiles and the con-
tinuing de-centralization of industry and commerce, so long as mass
transit does not offer a qualitatively better service, the demand for

such service will continue to decline relatively if not absolutely.



APPENDIX IT
THE CONTRIBUTION OF MOTOR VEHICLZ USERS TO THE COST OF HIGHWAYS
AND STREETS IN THE CITY OF CHICAGO

It is often stated in the literature on urban transportation
that the financial problems of local transit companies stem direct-
1y from the enormous growth in the number and use of motor vehicles
in metropolitan areas. Normally, statements of this sort can be
rationalized as merely reflecting an exercise in consumer voting for
a substitute service which yields greater §atisfaction. It is fur-
ther argued that this substitution is not only made possible, but
accelerated by heavy subsidization of motor vehicle users. The sub-
sidy has the effect of making the price of the substitute service
(private automobiles) less expensive than it would otherwise be.
Consumers, therefore, in keeping with accepted thecry, demand more
of the substitute and less of the alternative service (mass transit).
On the basis of this argument, it is not surprising that there is a
growing belief in local transit circles that there is need for public
action to restore equal opportunities for competition between the two
competing forms of service.

In the case of the Chicago transportation problem, the idea
that motorists have an unfair competitive advantage due to a veiled

but substantial subsidy from the municipal government was given added

i



1
impetus by W. W. Schroeder in his Metropolitan Transit Research Study.

This idea might well have important influence on the decision making
of the public officials who are charged with the responsibility of
ensuring efficient transportation services for the city. Decisions
could be made for taxing motor vehicle use more heavily than at pres-
ent, for imposing a general property tax to raise the level of public
assistance to local transit2 and, conceivably, to extend such assist-
ance to all modes of transportation. As these decisions are clearly
within the limits of possibility, it is necessary to re-examine the
factual basis for the idea that motor vehicle users are subsidized.
The scope of the re-examination will be limited to the year 195L
partly because this year was used by those who propose that urban
mass transit has legitimate claims on public funds, and partly be-
cause the data problem is less acute.

In the Metropolitan Research Study mentioned above, it was
contended that in 195l motorists were subsidized at an mnnual rate
of $8l;.00 per vehicle. This represents an overall annual rate of
subsidization of approximately $7L4 million, which is equivalent to
18 per cent of that year's munieipal budget. A subsidy of such large
proportion to a single sector of the community naturally raises ques-
tions concerning the economic allocation of the municipality's fi-

nancial resources. It also raises fundamental questions of welfare

1
Werner W. Schroeder, Metropolitan Transit Research Study,
Chicago, 1956.

2
Local transit in Chicago is exempt from certain taxes.




touching upon the redistribution of personal income and wealth to
the advantage of motor veihicle users. Effort will be directed here
only to ascertain whether there was, in fact, a subsidy.

Expenditure and Compulsory Payments Defined

There is one basic method of ascertaining whether there was
a subsidy or not; that is, to set off the compulsory payments motor-
ists had to make against the govermmental expenditures for maintain-
ing, operating, and expanding the urban highway and street facilities.
There are two methods of applying this basic procedure, each of which
follows from particular definitions of expenditure on urban highways
and streets. In the first method, expenditure is defined as the ex-
pected outlay (i.e., annual appropriations) of the municipal and
intra-city governments for highways and streets. ‘The corresponding
definition of compulsory payments by motor vehicle users is the sun
of those payments which is specifically allotted to the treasury of
the municipal govermment. However, in the second method expenditure
is defined as the sum of the actual expenditure by all the govern-
ments that participate in providing the relevant facilities; the
corresponding definition of compulsory payments being the sun of all
payments motorists are required to make to the various governments
concerned.

Applied to the City of Chicago, the first method fails to take
into account the fact that expenditure on urban street and highway
facilities is not the sole responsibility of the municipal and intra-

city (i.e., the Chicago Park District) governments, but that there



is a multiple sharing of responsibility between the municipality,
the Park District, the County, the State, and the Federal Government.
An equally important defect of this method is the implicit assump-
tion that anticipated annual expenditure necessarily equates actual
annual expenditure.l As will be shown below, the facts do not justi-
£y the assumption. A third defect is the rather narrow view taken
of the payments which motorists are required to make. (For example,
motorists are legally required to pay eight cents as taxes on every
gallon of gasoline purchased.) Just as several governments jointly
participate in the provision of urban street facilities, so also
several governunents are ultimate recipients of certain specified pro-
portions of the compulsory payments made by urban motorists. The
first method shows no concern for this obvious fact, but limits it~
self only to account for the proportion of total payments that ulti-
mately revert to the municipal govermment.

The second method suffers from none of these defects as it
recognizes that there exists a Joint sharing of resnonsibility for
urban highways, and that there may be inequalities between antici-

pated and actual expenditures. Uiore fundamentally; it recognizes

that motorists make a decision to own and use their automobiles not

on the basis of how much will have to be paid to any one government,

but on the total amounts to be paid to all.

On these grounds, we believe that the second method will give

i
When a project is completed, if there is an unexpended bal-

ance of appropriated funds, it does not remain in the "pipe line,"
but is released for reappropriation.



a more realistic picture of the annual expenditure for Chicago'!s streets
and the compulsory payments made by the motor vehicle users than the
first. This, incidentally, is the point of departure from the Metro-
politan Transit Research Study which tackled this problem according

to the propositions of the first method.

Payments by Motor Vehicle Users

It has been argued above, that it is essential to a correct
analysis to account for all payments made by motor vehicle users; that
it is wrong, both in principle and practice, to believe that the motor-
ists! contribution to the cost of highways is truly represented by the
shares of payments that go to the municipal government.

In 1954 compulsory motor vehicle user payments took the form of
(a) an eight cent (8¢) tax per gallon of motor fuel purchased. Five
cents (5¢) of this tax were collected on behalf of the state and three
cents (3¢) on behalf of the Federal Government; (b) fees for registra-
tion of motor vehicles; (c) fees for motor vehicle operators' licenses;
(d) wheel taxes, otherwise known as "windshield stickers;" (e) fees
for curb-side and off-street parking; and (f) fines and penalties for
violations of traffic rules and regulations.

The category of payments (a) to (f) does not really exhaust the
list of inescapable payments. Theoretically, the listing should be ex-
panded to include manufacturers! excise taxes, and possibly sales taxes
on lubricating oils, etc. In point of principle, manufacturers! excise
tax has a strong claim to be included since it is essentially, unlike

the sales tax, a discriminatory tax. That is, by adding to total cost



of automobiles it discriminates against that good in favor of others.
However, they have been excluded on practical grounds involving 4if-
ficulties of identification. It should be recognized that their ex-
clusion will result in an "nderstatement of the total campulsory
payments.

The immediate problem is to discover how much of the identifia-
ble payments were made by motorists in Chicago. Admittedly, this is
a difficult task as there is no published data for some of the items
listed above. For example, in the case of motor fuel taxes, the pay-
ments made in Chicago will be estimated. The estimate will be based
on the observed proportion of registered vehicles between Chicago and
the state as a Whole-l Such an estimate might conceivably underesti-
mate the amount of tax insofar as suburban and other out-of-town motor-
ists make purchases when travelling within the city. However, it is
assumed that such purchases are counter-balanced by purchases made by
Chicago motorists when travelling outside the city limits.

Table I illustrates the procedure followed with regard to esti-
mating the contribution of Chicago motorists to the total motor fuel
taxes collected in the state.

Table I shows that the net payments of motor fuel taxes to the

lOn the assumption that the annual average number of miles

travelled per vehicle is 10,500 miles (i.e., 500 miles greater than
the national average), and that gasoline consumption 1s at an average
rate of one gallown per 12 miles travelled, then, at a rate of eight
cents tax per gallon, the 869,510 motor vehicles in Chicago would have
paid $60,866,260 in motor fuel taxes. This result, which is compara-
tively close to the result obtained by our use of the registration
ratio, make the registration ratio appear to be a reasonably good es-

timator.



TABLE I

SHOWING MOTOR FUEL TAXES FROM CHICAGO, 195k

ITEMS PAYMENTS
Gross taxes collected2 by state at 5¢ per gallon . . $13L4,004,000

Gross payments by Chicago on basis of 30.363
per cent® of registration « « « « o o o o ¢ o o o o Lo,686,724

Less 2 per cent retained by distributors . . « « « 813,734
Less 30.363 per cent of administrative costs . . . . 394,361

Less 30.363 per cent of refunds excluding
I‘efunds to agTiClll'buI‘ec e ® ® e o ¢ e o o o & o o o 1,16)4,708

Net payments by Chicago at 5¢ per gallon . « «  « 38,313,921

Net payments at 8¢ per galloﬁd. P I I 62,225,955

@Source: U.S. Department of Commerce, Bureau of Public Roads, Highway
Statistics, 1954, p. 10. A higher figure, $139,3L6,8L9, is given in
the unpublished Table MFC, showing motor fuel tax collected for high-
way purposes, 1930-195l inclusive, prepared by the Bureau of Research
and Planning, a department of the State of Illinois Division of High-
ways.

bRepresents ratio of motor vehicle registration in Chicago to that of

state. See State of Illinois, Secretary of State, unpublished Table

VRC.

CIt is reasonable to assume that fuel for agricultural purposes is not
normally purchased in the city.

dOn the basis of gross collection by state, 2.680 billion gallons of

fuel was purchased. Actually, the Department of Commerce gives a higher
figure, but allowance has to be made for shrinkage and evaporation.

At 3¢ per gallon, the gross federal tax from Chicago is $2L,L412,03L.
Allowance has to be made for the fact that the federal government does
not allow distributors to retain 2% of collections. Nor is it a party
to special exemptions granted by the state, and finally, its adminis-
trative expenses for this particular item are less than those of the
state. Deductions are estimated at $0.5 million to defray adminis-
trative expenses and refunds.



state is estimated to be $38,313,921 after deducting proportionate
share of the cost of administration, refunds, and distributors! fees.
This estimate represents the taxes paid at a rate of five cents per
gallon. The table also shows that the overall net payments at a rate
of eight cents per gallon, after making certain allowances for dif-
ferences in the deductions from the three cents portion of the tax,
turn out to be $62,225,955.1

A procedure similar to that shown in Table I was followed in
estimating the net payments for licenses and fees paid to the state.
The net Chicago payments for these items turned out to be $19,738,273.

The actual and estimate compulsory payments by Chicago motorists
are shown in summary form in Table II.

Table II shows that the payments made by motor vehicle users in
1954 totalled $105,319,784. The major component of the table -- motor
fuel tax payments -- was estimated on the basis of data published by
the United States Department of Commerce. If the data of the unpub-~
lished Table MF02 were used, motor fuel tax payments would be
$67,273,987, and item 6 of Table II would read, "Estimated Total

$110,367,816." Similarly, if we were to use the Norman findings,3 the

lIt has been brought to our attention by Mr. C. B. North, Assist-
ant Comptroller of the Chicago Transit Authority, that Mr. E. Norman of
the Engineering Board of Review conducted a survey which showed that
L0.25 per cent of ‘otal state motor fuel taxes were derived from Chicago
in 195L. If the findings of the unpublished survey are correct, Chicago
paid $82,552,193 instead of our estimated $62,225,955.

2See footnote {(b) of Table I, p. 7. Note: The data of Table MFC
was compiled from records of the Department of Revenue, the Department of
Finance and the Bureau of Administrative Service of the State of Illinois.

3
See footnote_ 1 above.



8a

TABLE II

SUMMARY OF COMPULSORY PAYMENTS BY CHICAGO MOTORISIS
ITEMS PAYMENTS

1, Motor fuel taXeS « « o v « o « o « o o o « o« « $ 62,225,955

2., Licenses and feesa e o o e o o o o o o s o o o 19,378,273
3 Wheel 4aXES o s # © o w5 o o 00 5 5 & & & & » 17,047,757
L. Parkingb e e e e e e e e e e e e 3,719,377
B M'j.scellaneousb e 2,9L8,422

ESTIMATED TOTAL o o o o o o o o o o o s o o o o o $ 105,319,784

a
Source: State of Illinois, Division of Highways, 37th Annual
Report, 195L.

b

Source: City of Chicago, Report of the Comptroller. The "Miscella-
neous" item consists of fines and penalties, (i.e., court fines,
impounded automobiles, etc.) franchises, etc. Parking payments are
payments both to the City of Chicago and the Park District; rental
of parking property is also included as an offset for expenses
involved in securing said property. The payments for bus and taxi
concessions were not included as they are not identifiable, though
they are said to be of the order of $100,000.



estimated total of Table II would have risen to $126,006,022.

In tabular form these results can be labelled as low, high, and
medium estimated totals. We shall so refer to them in the future. (See
Table III.)

TABLE ITII

LSTIMATES OF PAYMENTS BY CHICAGO MOTORISTS

Low (Department of Commerce Data) o « « o o o o o o o o $105,319,78L
Medium (State of I11inois Data) « « o « o » o o« o o « & »  $110,367,816

Hhiph (Normch SUTVEY) w a # s # 5 s v 5 6 & w5 » & » & «  Sl25, 006,002

Eggenditure

We have already defined expenditure in such a way that only actual
expenditure incurred by the several govermments 1s the appropriate meas-
ure of cost. However, the whole problem of what is to be regarded as a
legitimate highway expenditure is still outstanding. For example, the
Department of City Planning concerns itself not only with the planning
of public buildings, re-development projects, etc., but must necessari-
ly be vitally interested in the adequacy of streets if its other projects
are to be successful. How much then of the expenditure incurred of the
Department of City Planning (City Planning Commission) should be assigned
as a cost to motorists?

The problem is multiplied for many of the departments and bureaus
whose function is primarily unrelated to streets and highways, but who,
nevertheless, perform some essential tasks in that field. A solution to

this problem was found through the assistance of the Chicago Transit
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Authority who put at our disposal data concerning the percentage of de-
partmental appropriations that could be legitimately assigned as a cost
to motorists.

With this difficulty out of the way, we can proceed to derive the
expenditures of the Municipal Government and the Park District. A de-
tailed account of these expenditures are set out in Table IV.

The idea of segregating the ordinary expenditures from the high-
way capital expenditures seems attracuive at first sight. They do not
add greatly to our analysis since we are interested primarily in the
total expenditures. However, they are separated where possible in the
table, not so much 1or expository significance, but merely in deference
to tradition. The important result is that the City of Chicago and the
Park District spent $79,161,127 as their share of the total cost of high-
ways and streets in that year. It bears out the point that the actual
expenditure in a given period does not necessarily equate the antici-
pated expenditure for the same period. A summary of Table IV, which is
too involved for easy reference, is presented in Table V.

It remains for us to show the amounts spent by the other govern-
ments. But before this is done, it should be pointed »ut that the Fed-
eral Government does not make direct highway expenditures in the city.
The procedure is that federal-aid urban funds are disbursed by the state.

Federal-aid runds ob.igated, for example, by expenditures of the City
and County Highway Departments are paid to both through the state.
These disbursements are included in the data (see below) submitted by

the state!s Division of Highways.



TABLE IV - SHOWING THE TOTAL APPROPRIATIONS, THE AMOUNTS APPLICABLE TO MVU (MOTOR VEHICLE USERS)

AND THE AMOUNTS EXPENDED BY THE MUNICIPAL GOVERNMENT AND THE PARK DISTRICT IN 1954t

Percent-

a

: Amount of . a
Applicable MVU Applicable MVU
o e | vt | oudinary | capia | ot oo~ [P | M
o MVU2 Expenses Expenses Expended Expenses Expenses
(1) (2) (3) (L) (5) (6) (7)
CORPORATE PURPOSES FUND

Mayor's Office 5 98,128 |$ li, 906 $ 81,838 |$ 1,091

of Inquiry and Information 5 B

Budgeting Division 5
City Council ] 585,816 29,290 57L,763 28,738
Legislative Conference 5 5
Committee on Finance 10 154,816 15,842 152,481 15,248

on Committees and Rules 1 16,000 160 10,385 104

Forestry and Recreation 67 8,500 5,667 7,500 5,025

Harbours, Wharves, Bridges 75 10,300 7,725 10,350 7,763

Judiciary & State Legislation 10 l1, 960 1196 L, 113 i

License 25 9,300 2,325 9,090 2,273

Local Industries, Streets & Alleys 50 12,000 6,000 5,300 2,650

Planning and Housing 10 33,800 3,380 29,019 2,902

Police, Fire, Civil Service |

Schools &. Mun. Institutions 5 . 8,100 1105 8,000 1,00

Utilities 1 - 115,000 1150 32,676 327

Local Transportation 5 li, 800 21,0 li, 800 2LO0
Board of Examiners 10 76,98l 7,698 72,713 7,271
Community Conservation Board 1 128,112 1,281 65,231 652
Commission on Human Relations 1 6l,110 6L1 61,577 616
Neighborhood Redevelopment 1 1,000 10
Public Vehicle License Commission 100 101,338" 101,338 98,137 98,137
Zoning Board of Appeals 2 61,952 1,239 57,703 1,154
Department of City Planning 33 205,046 68,349 202,871 66,947
City Clerk (See Vehicle Tax Fund)
Department of Investigation 5 22,358 1,118 21,18l 1,07L

lSee footnotes at end of table.

T



TABLE IV - (Continued)

Percent- Applicable MVU Amount of :
age Ap- | Total Ap- | 5 Ordinary | Capital Total Appro- igpéigiﬁiiy' i
plicable |propriation | Expenses Expenses priation Expenses Capital
to MVU Expended Expenses
(1) (2) (3) (L) (5) (6). (7)
City Comptroller's Office 3 $ 1,003,662 | $ 30,110 $ 910,670 |$ 27,320
Department of Finance 1 1,177,850 11,779 1,110,038 11,178
Loss & Cost in Collection of Taxes 2.8 5,338,235 147,298 L, 500,000 124,169
City Treasurer 5 | 173,836 8,692 170,922 8,5L6
City Collector (See Vehicle Tax Fund)
Department of Law 133 1,083,456 361,151 1,068,205 352,508
Civil Service Commission 5 325, 2,8 16,262 319,672 15,98l
Department of Purchases 2 1,207,856 21,156 979,097 19,582
Department of Medical Examination 5 29,986 1,499 28,980 1,L49
Chief Justice of Municipal Court 9 1,356,041 122,003 1,235,612 111,205
Clerk of Municipal Court L7.L 2,205,003 1,045,171 2,077,168 98l,578
Bailiff of Municipal Court L7.h 1,537,605 728,825 1,523,634 722,203
Department of Police (See Vehicle Tax Fund)
Department of Weights and Measures 22,7 25li, 200 57,703 216,019 55,846
Dept. of Streets & Sanitation (See VTF) |
Board of Local Improvements 32 220,28l 70,491 205,079 65,625
Dept. of Public Works-Commissioner®s!Qffice | 50 119,944 59,972 86,939 13,470
Bureau of Engineering - General 50 12ly,000 62,000 115,995 57,998
Bridge Maintenance 80 343,691 274,952 324,859 259,887
Maps and Plats 10 99,710 9,971 9ly,130- 9,413
Rivers & Harbors 63 1,841,810 1,160,340 1,801,540 1,134,970
Architecture and Buildings 10 3,499,419 349,942 3,323,53L 332,353
FORESTRY FUND
Dept. of Finance - General 67 19,500 33,165 148,050 32,194
Dept. of Public Works-Bur. of Parks 67 2,80l,206 1,869,470 2,585,639 1,732,378
Loss & Cost in Collection of Taxes 67 194,531 130,335 19,453

¢t



TABLE IV - (Continued)

. 4

Percent- : Amount of
| Applicable MVU | Applicable MVU
p§§§5%§; ng;iiéiggn to Ordihary Capital T;;?itggﬁro— to Ordinary Capital
to MVU Expenses Expenses Bxpendid Expenses Expenses
(1) (2) (3) (L) (5) (6) (7)
JUDGEMENT TAX FUND

For Payment of Principal and Interest

on Judgements 20 $ 1,402,234 | $ 28,05 $  9u6,963 |$ 18,939

TRANSIT FUND
Committee on Local Transit 5 127,022 6,351 111,019 5,551
Department of Law L1 50,000 20,500 33,193 13,609
PARKING REVENUE FUND |

Bureau of Parking o

Operating Meters & Lots & Admin. 100 893,831 893,831 656,61l 656,61l

Int. on Parking Revenue Bonds 100 1,031,250 1,031,250 1,031,250 1,031,250

Salaries of Parking Police 100 6L2,000 612,000 60, 870 60l, 870

Bureau of Engineering 100 L, 21 Wy, 210 10,000 10,000

Construction Fund 100 12,739,000 $12,739,000 11,095,758 $11,095,758

BOND FUNDS

103rd Street Improvement 100 22,646 22,6L6
Kimball Avenue 100 12,863 12,863
N. State Street - Widening Bonds 100 211,599 211,599
22nd and Indiana 100 15,647 15,647
Robey Street o N 100 195,159 195,159
Elec{fie Street Lighting = V51 67 362;056 2ﬁ2;573 360,640 211,628
Electric Street Lighting 153 67 9,547,000 6,396,190 L, 1h6,627 2,979,240
City Building Bonds 17.3 l1,000,000 692,000 2,161,379 385,059

€T




TABLE IV - (Continued)

Amount of

Percent- Applicable MVU b b
age Ap- Total Ap- | 4 Ordinary | Capital Total Appro- | Applicable MVU
plicable propriation Expenses Expenses priation to Ordinary Capital
to MVU Expended Expenses Expenses
(1) (2) (3) (L) (5) (6) (7)

~ N. S. Street Bridge '30 80 $ 98, 6.2 $ 78,91l | $ 20,647 $ 16,518

Bridge 151 80 7,512,000 6,009,600.1 1,135,416 908,333

Bridge 153 80 2,010,000 1,608,000 154,199 123,359

Super Highway "7 100 10,867, L00 10, 867, L00 6,37 ,250 6,37L,250

Super Highway 152 100 1,000,000 1,000,000 1,073 1,073

Sewer 1,7 20 13,731,000 2,7L6, 200 5,618,255 1,123,651

VEHICLE TAX FUND

Committee on Traffic & Public Safety 100 $ 90,500 | $ 90,500 3 86,044
Chicago Street Traffic Commission 100 31,452 31,452 26,251
City Clerk Issuing Vehicle Licenses 100 285,296 285, 296 273,561
City Collector-To Process License Appl. | 100 - 1L7,8LL 147, 8Lk 96,553
Dept. of Finance-Salaries Traffic Police | 100 5,722,500 5,722,500 5,722,500
Claims under Workmen's Comps. Act. 100 25,000 25,000 12,571
Other Expenses re Vehicles 100 53,000 53,000 32,174
Dept. of Sts. & Sanitation-Comm. Office | 100 158,538 158,538 158,000
Bureau of Streets - Supt.'s Office 100 18,116 18,116 17,915
Engineering and Inspeection 100 349,036 3L9,036 339,468
- Pavement & Maintenance 100 5,145,272 5,145,272 5,131,326
Bureau of Sanitation-Pavement Main. 100 1,849,000 1,849,000 1,849,000

Snow Removal 100 391,000 350,000 Iy, 000 350,000 42,377

Bureau of Electricity - Operation and

Maintenance of Traffic Signals 100 716,105 716,105 682,185
Bureau of Street Traffic 100 1,901,899 1,901,899 1,698,909
Dept. of Public Works - Comm. Office 100 9,000 9,000 2,031
Bureau of Engineering 100 690,000 690,000 509,005
Bureau of Architecture & Bldgs. 100 36,000 36,000 33,397
Bureau of Sewers 100 351,600 351,600 331,618
Extraordinary from VIF 100 165,000 165,000 1h2,h71

T



TABLE IV - (Continued)

Percent- A ~ | | Amount of . |
| | | pplicable MVU Applicable MVU

| ige ﬁﬁ' - Total ﬁ?' to Ordinary | Capita Totéliippro- To Ordinary Capital

plicable | propriation enses - xpenses “priation |

o MV Exp | Expe Expended. Expenses' Expenses

(1) (2) (3) (L) (5) (6) (7)
MOTOR FUEL TAX FUND |
Bureau of Streets 100 $ 5,817,460 | $ 5,817,460 | $ 1,255,368
Highway Lighting 100 h,273,491 | L,273,491 2,317,827
Traffic Signals 100 967,076 - 967,076 527,045
Bureau of Engineering 100 7,657,669 7,657,669 3,817,820
Bridges and Viaducts 100 3,376,483 3,376,483 1,661,761
Bureau of Sewers 100 1,51L,062 1,514,062 591,571
BOND REDEMPTION & INTEREST FUND
Bridge | 19531 80 600,000 $ 480,000 1$ 180,000
Electric Street Lighting 1947 67 300,000 201,000 201,000
Electric Street Lighting 1951 67 600,000 1,02,000 1,02,000
Police and Fire Dept. Building 1915 11 100,000 11,000 11,000
Police and Fire Dept. Building 1951 11 150,000 16,500 16,500
Sewer 1947 20 l;,000,000 800,000 800,000
Street and Alley Reconstruction 19,7 100 500,000 - 500,000 500,000
Super Highway 1947 100 2,000,000 2,000,000 2,000,000
Super Highway 1952 100 1,045,000 1,045,000 1,045,000
Interest on Bonds 38 5,554,937 2,110,876 ' 2,110,876
Loss and Cost in Collecting Taxes 38 2,381,104 9oL, 820 d 90l, 820
ANNUITY & BENEFIT FUNDS

Policemen 16.5 l1, ;00,000 726,000 $ L,327,773 71,083
Municipal fmployees 5 7,360,000 368,000 7,188,220 359,411
Laborers and Retirement Board Employees 5 2,871,000 143,550 2,783,191 139,160

ST




TABLE IV - (Continued)

| |
Percent- Amount of | .
. Applicable MVU Applicable MVU
piggéﬁgg gggiiéiggn to Ordinary| Capital T;E?iﬁggﬁro- to Ordinary | Capital
p
to MVU Expenses Expenses Expended Expenses Expenses
(1) (2) (3) (L) (5) (6) (7)
Municipal Court & Law Dept. Employees 1,0 $ 394,000} $ 15,760 $ 381,408 | $ 152,563
WATER FUND
Dept. of Water & Sewers-Comm. Office 5 99,556 L,,978 79,209 3,960
Bureau of Sewers 20 Li,08l,007 $ 816,801 3,08l,007 616,801
Bureau of Engineering 5 383,900 19,195 279,199 13,960
Construction Division 5 197,000 9,850 158, 460 7,923
SUB-TOTAL $160,9L2,L97 | $5L,258,9h1 | $50,088,262 | $133,02L,70L | $L3,L9L,903 | $29,651,566
CHICAGO PARK DISTRICT®
Division of Engineering
Design & Contract Section 7 $ 2,933,812 | $ 21L,L00 $ 2,933,812 | $ 214,400
Electrical Section 5 1,415,105 635,680 1,415,105 635,680
Mechanical Section 12 1,926,480 235,100 1,926,480 235,400
Repair Section o), 3,033,068 733,684 3,033,065 733,684
Traffic Section 100 1168,398 1168,398 ;68,398 168,398
Landscape Section 19 3,687,093 681,797 3,687,093 681,797
Records & Estimates Section 26 115,740 17,928 115,740 17,928
Administration 18 533,461 93,180 533,L61 93,180
Division of Police 6L, 1,196,728 2,691, 200 1,196,728 2,691,200
General Administration 7 1,36L,93 91,271 1,36L,943 91,271
Parking Lot Attendants 100 148,720 148,720 148,720 148,720
TOTAL OF EXPENDITURE APPLICABLE TO MVU | $49,509,561 | $29,651,566

|
GRAND TOTAL OF EXPENDITURE APPLICABLE MVU - $79,161,127



TABLE IV - (Continued)

a
MVU appropriation for motor vehicle users.

Cc

All expenditure is applicable to motor vehicle users.

Sourcest

The Annual Appropriation Ordinance of the City of Chicago for the year 195l.

The Annual Appropriation Ordinance of the Chicago Park District for the year 195l.
Chicago Park District, Annual Report of the Comptroller, 195l.

City of Chicago, Report of the Comptroller, 195k.

W. W. Schroeder, Metropolitan Transit Research Study.

LT
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TABIE V
HIGHWAY EXPENDITURE FROM VARIOUS FUNDS

FUND HIGHWAY EXPENDITURE
Corporate PUIDOSE « o s o o o s s o s o 2 s o s o $ 4,584,337
Porestly « a o = » s s 5 5 & v m € & 8 % 8 & « ® 1,78L,025
JUdemetit TaX o « o = s o s s o o % 5 = w9 & & = 18,939
Pragisll » «a = o u 2 6§ w6 o m» & & R 8 6 F % 4 19,160
Parking Revenue « « « o ¢ o o o ¢ o o s ¢ o o o o 13,397,392
Bond s ¢ o % #» @ @ & @« ® % ® & © @ ¢ £ % & § @ 12,153,111
Vehicle TaX o o « o o o o o o o o o o o o o o o o 17,537,956
Motor Fuel TaX « o« o o o o ¢ o ¢ o o o ¢ o ¢ o @ 13,171,392
Bond Redemption and Interest .« « o« o o o o o o & 8,471,196
Annuity and Benefit o o o o o ¢ o o 0 o 6 0 o o o 1,365,217
Water 6L2,6LL
Bifl TOhOL o« «  « v » s m o s« ko n § 55 & § & 8 73,146,469
Chicago Park District o « s s » & « & 5 » 5 & s 6,014,658

TOTAIJ e e e o o o o © o e o s o ¢ ¢ ° © o o o o ':_{:579, 161, 127
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The highway departments of both the county and the state, at our
request, assembled expenditure data for the year 1954 and passed them on
to us. As seen in Table VI, the data supplied by the state includes ac-
tual expenditures for construction of expressway and non-expressway sys-
tems, operation, and maintenance, as well as administration. The ad-
ministrative expenditures do not inciude the cost of administering taxes,
licenses, and fees levied for the ownership and use of motor vehicles.
These expenditures were already deductec (see Table I).1 A breakdown of
expenditure data, similar vo that submitted by the Division of Highways,
was obtained from the County Highway Department. This showed that in
the year in question, Cook County expended $9,7L6,000 on highways and
streets in the City of Chicago.

To sum up the expenditures we have discussed so far, it is observed

lIt is debatable whether the full amount spent for expressways

should be regarded as s cost to motorists when such an amount includes
expenditure for substantial areas of right-of-way that will be used ex-
clusively by other forms of transportation. It is contended that the

total expenditure would be less were not the extra right-of-way pro-
cured, This contention is open to the rebuttal that rights-of-way, like
that of Congress Street, conld only be purchased as a "package." If such
is the case, thep some form of returns, imputed or actual, should accrue
to this invesument made in the first place on account of motor vehicle
use, but wltimately used for the benefit of another form of transporta-
tion.. No attempt has been made in this study either to impute returns
from this over-investment in land or to deduct the extra expenditure in-
curred as a cost to motor vehicle users. On the contrary, full account
is taken of the capital expenditures including expenditures for the
right-of-way. This means that the cost to motorists has been overstated
by this procedure to a degree not now determinable. But more fundamen-
tally, it means that capital out-iay has been amortized in a one year
period. Theoretically, this should not be, for in practice capital cost
is the only real money expense to the govermment in any given year.
This argument applies equally to our inclusion both of expenditure from
bond funds and the cost of those funds. Hence, there is no doubt that
our exvenditures have been overstated.
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TABLE VI
EAXPENDITURES BY DIVISION OF HIGHWAYS IN CITY OF CHICAGO

FOR CONSTRUCTION, MATINTENANCE, AND
ADMINISTRATIVE EXPENSES

ITEMS EXPENDITURE

Construction of EXpressways « « o o« o o o o o o« o o o o  $19,957,625
Construction of Other Systems + « « o o o o o o o o o« &« 977,691
State Patrol Maintenance and Operation, Including

Traffic Control, City Street, and Park District

MajntenanCe e o o & o o o ¢ e o & © © o o o o o o o 769’ 987

Administrative EXPENSES + o s s o o o o o o o « o o o 2,005,603

TOTAL e o @ e o © o o o 8 ° o o o o ° o e ° s 8 o ° ° '(323,710,907

Source: State of Illinois, Division of Highways, Bureau of Planning
and Research.
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that the several govermments sharing responsibility for operating, im-
proving, and expanding the highway and street facilities of the City of
Chicago, spent in 195 the sum of $112,618,03L in fulfillment of their
responsibilities (see Table VII).

TABLE VII

TOTAL PUBLIC EXPENDITURE

GOVERNMENT HIGHWAY EXPENDITURE

City Of Chicago @ 6 o o o o o s o o o o o $ 73,1}46,,.].69

Chicago Park Districh ¢« « s s « o 2 & o » 6,01),658
COOk COunty e ®© o o & & 0 0 ° o B e o o o 9,7)46,000
State of T11inois o o o o o o s o o o o 23,710,907

TOTAL e o o o o o © o & o o o o o o v o o $ll2,618,03h

Payments and Expenditures Compared

e had estimated a low, medium, and high sum of payments by
Chicago motor vehicle users. A comparison of these estimates shows that
our low and medium estimates of payments are exceeded by estimates of
expenditure in the amounts of $7,298,250 and $2,250,218, respectively.
On the other hand, our high estimates of payments exceed total expendi-
ture by $13,387,988. The excess of expenditure over-payments can be re-
garded as a subsidy to the motorist, and the excess of payments over ex-
penditure as a subsidy by the motorist.

On the basis of the 869,518 vehicles registered in 195, the sub-
sidy that emerged from the $7,298,250 and $2,250,218 excess of expendi-

ture over-payments averaged $8.39 and $2.59 per vehicle, respectively.
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On the other hand the $13,387,988 excess of payments indicates that on
an average that motor vehicle users paia $15.40 per vehicle more than
was necessary for maintaining, operating, and improving the facilities
they used in that year.

Frankly, we believe that the true situation lies somewhere be-
tween the extremes of a subsidy of $8.39 and an over-payment of $15.LO.
Although the rate of subsidization indicated by our low and medium esti-
mates of motor vehicle user payments is relatively low, it must be borne
in mind that the estimate of a major part -- motor fuel taxes -- was
based on the ratio of registration between Chicago and the State of
Illinois; that this procedure was on the implicit assumption that the
average gasoline consumption per vehicle in th¢ City of Chicago is the
same as that in the rest of the state. The assumption, however, ignored
the fact that the inevitable stop and go driving in urban Chicago causes
more gasoline to be consumed per vehicle than is the case when there are
relatively fewer stops, as in the rest of the state. Consequently, the
procedure could lead to under estimation of motor fuel taxes, and hence
of total motor vehicle user payments. Against this contingency, however,
is our high estimates of payments which yields a result consistent with
Wilfred OWen's:L statement that nationally, urban traffic contributes
more highway user tax revenue than is spent for city streets from all
sources. However, by taking account of all the legitimate obligations

of motor vehicle users, our analysis has shown that even if there were

lWilfred Owen, The Metropolitan Transportation Problem; The
Brookings Institution, Washington, D. C., 1956, p. 177.
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a subsidy, it would have ranged from $2.59 to $8.39 per vehicle in 195L;
or that the rate of subsidization, at the outside, ranged from one-half
of 1 per cent to 1l.7L per cent of the municipal budget. A subsidy of
this scale could hardly have influenced the demand pattern for automo-

biles and transit to a measurable extent.
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