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SUBJECT: HISTORY OF TRANSIT IN LOS ANGELES AND
CURRENT TRENDS IN SUPPLY AND DEMAND
ACTION:

RECEIVE AND FILE REPORT

RECOMMENDATION
Receive and file report on history of transit in Los Angeles and current trends in
supply and demand.

At the December 10, 2009 board meeting, Director Fasana requested staff return
with a report on the history of transit in Los Angeles, including how the public sector
became involved, and a discussion of current trends in transit supply and demand. It
is believed that a review of the history of transit in Los Angeles will provide insights
into why the public sector became involved in the provision of service as well as the
means by which services were funded in the past. This information could be helpful
for identifying courses of action to address current funding needs.
DISCUSSION

Attachment A, summarized below, details the evolution of local transit with a
particular emphasis on the reasons for each phase of development, the actors
involved, and the influence of other factors occurring in society. In addition, this
report highlights the changes in service providers, transit modes, patronage, service
levels, revenues, and costs between 1985 and the present to illustrate the trends in
transit supply and demand that lead us to our present day structural deficit.
History of Transit in Los Anseies

Transit service in Los Angeles began in 1873 as a vehicle for fueling real estate
development. More than a dozen transit franchises were started to provide access
and support new development. While real estate benefited from transit, the service
itself was not sustainable because of the insufficient patronage to support the
operating costs. In 1890, the remaining transit companies were merged into the

Consolidated Electric Railway. At the same time, previous horse drawn transit
service was converted into electrified railways, and the rail rights of way were used
to provide utility easements to developing parcels. Real estate profits and goods
movement revenue were used to subsidize operating costs of these private railways.
By 7920, the proliferation of the automobile resulted in a refocus from rail expansion
to highway construction. In addition, operating costs for the rail lines increased as a
result of low ridership, property tax assessments on rights of way, and other
assessments due to highway construction. By 1933, the private rail companies
began replacing rail lines with bus service as a more flexible and less costly service
to operate, and new bus companies emerged to serve profitable transit corridors. In
1945, the Los Angeles Transit Lines was created by merging many of the individual
bus companies to form one integrated privately-owned network. At the same time,
the rail system began to phase out.
In 1951, the State Legislature created the Los Angeles Metropolitan Transit Authority
(the first "MTA") to develop a monorail along the 10s Angeles River. While that
project never materialized, the entity received state funds in 1958 to purchase the
remaining assets of both the Los Angeles Transit Lines and the Metropolitan Coach
Lines (theformer Pacific Electric), and became the first publicly owned transit
system in Los Angeles. In August 1964, the legislatively created Southern California
Rapid Transit District (SCRTD) absorbed the Los Angeles MetropolitanTransit
Authority and acquired several other niche bus operations.

As late as 1969 many of SCRTD's bus routes covered their operating costs through
farebox revenue, however service quality, worker wages, and capital replacement
was poor. In 1971, the state legislature enacted the Transit Development Act (TDA)
providing funding through %-cent of the local sales tax to assist with capital
investment and operating subsidies, and in 1975 federal funding became available
to support local operating and capital needs. In order to keep pace with increases in
operating costs, annual fare increases were enacted from 1976 through 1981 raising
the cash base fare from $0.25 to $0.85 over a six year period. With the passage of
Proposition A (a %-cent local sales tax), which released funds to support a threeyear reduced fare program to be followed by support for investment in rail rapid
transit, the fare structure began losing pace with costs, and became stagnant at
1980's levels through the balance of the decade.
As operating costs were a continuing concern throughout the 1980's, options were
explored to use private sector operation of routes previously operated by public
employees. As a result, operations of several bus routes were transferred to the
City of Los Angeles. Additionally, a Transportation Zone was established in the east
San Gabriel Valley, and beginning in December 1988 most bus services formerly
operated in that part of the county began operation under the newly created Foothill
Transit.
In 1976, the Los Angeles County Transportation Commission ( L A C K ) was created
to oversee the expenditure of transportation dollars and developing public

transportation policy for the county, including a plan for rail development. As part of
its vision for a comprehensive rail network in southern California the LACTC
established the Southern California Regional Rail Authority, and "Metrolink service
began operations in October 1992.

A second %-cent local sales tax termed Proposition C went into effect in July 1990,
and the Los Angeles County Metropolitan Transportation Authority (LACMTA aka
Metro) was formed to replace the LACTC and SCRTD in April 1993 to plan, fund and
operate public transportation services in Los Angeles County. As a result of an
ambitious expansion program and unfunded costs, proposals were being considered
in 1994 to cut back on rail construction, reduce service levels and raise fares.
Advocacy from the Bus Riders Union (BRU)led to an injunction on an approved fare
increase and a Consent Decree effective October 1996. The Consent Decree had
profound impacts upon the LACMTA over the next ten years, and led to one million
hours of additional bus service and implementation of the New Service Plan. In
addition, fares were frozen for two years and then increases limited to the local
inflation rate for five additional years. Failure of fares to keep pace with inflation and
a decrease in bus service productivity (passengers/revenue hour) resulted in
increasing funding shortfalls during the first decade of the current century.
During this time, rail construction continued, and a heavy rail subway, three light rail,
and one Bus Rapid Transit (BRT) lines were opened. In November 2008, Measure R
was approved by voters, enacting an additional %-cent local sales tax (for 30 years)
that went into effect in July 2009. This measure itemized projects and funding
amounts in its capital program, but did not include operating funds for those capital
expansion projects. However, it did provide additional money to support bus and rail
operations.
Trends in Transit Supply and Demand

The year 1985 marks a turning point in bus service supply and demand in Los
Angeles as transit ridership peaked while service levels would continue to increase
in later years. At that time, the region's overall bus service totaled 8.3 million annual
revenue hours and 110,000 daily seats with Metro contributing 85% of those totals
while serving 90% of the region's 550 million annual riders. Productivity peaked at
67 boardings per revenue hour. Much of the ridership could be attributed to the
decrease in fares from $0.85 to $0.50 with the passage of Proposition A earlier in
the decade.
Compared to 1985, transit supply has increased significantly. Although Metro bus
service levels have remained fairly stagnant from 1985 to 2008, bus seat capacity in
the region has increased 31% and revenue service hours have increased 42% if the
significant growth in municipal bus operations is included. With the addition of Metro
rail, seat capacity increased 45% and revenue service hours increased 50%.
During this same period, ridership including municipal operators, Metro bus and
Metro rail, increased 11% because of the development of the rail program, as bus
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passenger levels actually decreased by 5% (for Metro bus passengers decreased
22%) Given the 5% decrease in bus passengers and 42% increase in bus service
levels, productivity (passengers per revenue hour) decreased on bus service by 33%
from 1985 to 2008, resulting in a much greater increase in supply relative to
demand.
Focusing specifically on Metro bus operations, it is evident that operating costs have
exceeded inflation. However, fare revenues, adjusted for inflation, have decreased
on a per passenger basis, as fare levels were largely stagnant through the 1980s
and have not been able to rebound from inflation. As a result, even if service levels
and ridership remained unchanged from 1985 to 2008, the relationship between
operating costs increasing and fare revenue decreasing would continue to widen the
structural deficit. In reality, Metro bus service hours, excluding municipal operations,
have actually increased 7% despite a 22% decrease in ridership. These trends
result in a 27% decrease in bus system productivity (passengers per revenue hour),
which further widens the division between operating cost and fare revenue. The
lower farebox recovery ratio (% operating cost covered by fare revenue) results in a
greater reliance on diminishing public subsidies or other sources of revenue.

The information provided in this report will be considered in subsequent discussion
of current issues by the Board of Directors.

ATTACHMENT
A. History of Transit in Los Angeles
Prepared by: Conan Cheung, Deputy Executive Officer, Service Development
Ed Muncy, Director, Service Development
Dana Woodbury, Transportation Project Manager fV
Stewart Chesler, Transportation Project Manager IV
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LMnie Mitchell
Interim Chief Operations Officer

Arthur T. Leahy
Chief Executive Officer
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Attachment A

History of Transit in Los Angeles
An exhaustive history of transit in 10s Angeles is still to be written. This report will
summarize the evolution of local transit with a particular emphasis on the reasons for
each phase of development, the actors involved, and the influence of other factors
occurring in society. The discussion is segmented into eras characterized by the
primary activity of each time period. The range of years associated with each era is
somewhat subjective.
The Birth of Local Transit (1873-1890)

Unlike the development of transit in eastern cities, where transit followed real estate
growth and population, Los Angeles transit became a vehicle for fueling real estate
development. Developers needed access to their parcels to make them marketable,
and early transit lines were started to meet this need. More than a dozen local transit
franchises were authorized during this period fueled by speculators and real estate
developers. The lack of a transit line would often preclude development. Most lines
provided service with horse-drawn cars, though the terrain often dictated the use of
cable railways. The decade of the 1880's saw the height of this boom.
Unfortunately, while real estate escalated in value, many of the local transit lines
proved uneconomical to maintain as patronage was insufficient to cover costs. Many
initial startups eventually failed.
Consolidation and Evolution (1890-1911)
By 1890 Moses Sherman, a banker from Phoenix, acquired the assets of many of
the failing transit companies and merged them into the Consolidated Electric
Railway. A program of investment in electrification sought to encourage additional
patrons and lower operating costs. The patronage failed to materialize and high
operating costs fueled by indebtedness forced a restructuring of the company in
1894. Moses Sherman agreed to step aside and gave the restructured company,
then named the Los Angeles Railway, three years to make a profit. When it failed to
do so, Sherman refused to resume control of the company and it was sold in 1898 to
an emerging syndicate, controlled by Henry Huntington, which would become known
as the Pacific Electric Railway Co. by 1902.

When Moses Sherman stepped aside from the management of the Los Angeles
Railway he focused his attention on the development of a number of west side rights
of way in cooperation with real estate developer Robert C. Gillis. These properties
became known as the Los Angeles Pacific Railway and were eventually sold to
Gillis' company, the Santa Monica Land & Water Co., in 1901.
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During the first decade of the Twentieth Century the expansion and operations of
both the Los Angeles Pacific Railway and the Pacific Electric Railway were fueled by
real estate development. The rail rights of way were used to provide utility
easements to developing parcels, real estate profits supported operating costs and
expansion, and as the rail networks expanded goods movement became an added
source of revenue.
The Dawn of the Automobile (1911-1933)
By 1911 Huntington's suburban rail network had attracted the attention of the
Southern Pacific Railroad as a goods movement competitor. The railroad bought out
Huntington's interest and established the Pacific Electric Railway Corporation.
Huntington then acquired Gillis' local transit network and established the Los
Angeles Railway Corporation.

At the start of this period the automobile was just beginning to establish its viability.
In 1910, there were less than 20,000 registered automobiles in Los Angeles. By
1920 auto ownership had grown to more than 100,000 and by 1930 ownership had
mushroomed to nearly 800,000. As the automobile proliferated, providing
competition for the transit operators as well as the ability to reach areas not served
by transit, highway construction proliferated. It was inevitable that the railways would
come into competition for space with the automobile.

From 1914 to 1916 a number of unlicensed jitneys started operating over some of
the better patronized routes of the railway system. This undermined the railways'
revenue demonstrating that both could not coexist. A 1916 public referendum to
legitimize them (opposed by the railways) failed thereby ending their operation.
With the increasing competition for space, the railways and local municipalities
began discussing ways to implement rapid transit (a separation of transit from
roadways). Such efforts would be quite costly and the railways were no longer
capable of sustaining the cash flows needed to finance such a venture. A single onemile long subway was opened from the Subway Terminal Building to the outskirts of
downtown in 1925 - it saved 15 minutes in operating time compared with previous
surface operation - but other such endeavors proved unaffordable.
A study was commissioned in 1925 to determine how best to address the increasing
operating shortfalls of the local transit network. Three factors were significant to
higher costs: ( 3 ) operating rights were granted under a collection of overlapping,
individually granted licenses which had differing requirements and periods of validity;
(2) the transit operators as private companies were obligated to pay local sales
taxes (then 5 % percent), property taxes and utility assessments; and (3) highway
construction costs were often assessed against abutting property owners which
were often the transit companies. The recommended solution was to consolidate the
operating licenses under a single operating franchise, and consider municipal
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ownership. Negotiations were opened with Henry Huntington to buy the Pacific
Electric, but he died in 1927 and his successors broke off the discussions.
The Highway Era (1933-1964)

By 1933 each of the local rail transit operators had introduced bus service on some
of their routes as it was less expensive to operate and more flexible than the rail
right of ways. By 1940 most rail lines were losing money while the bus routes often
operated profitably. A number of separate niche bus operations started up during
this period. The Second World War led to materials shortages further worsening the
cost equation for local transit operators.
In 1945 the Fitzgerald brothers National City Lines bought out the interest of the
Huntington estate in the 10s Angeles Railway. Simultaneously, a number of other
focal bus operators were acquired to create a consolidated bus network which came
to be called Los Angeles Transit Lines. The rail network was beginning to be phased
out as economics became the driving factor.
In 1953 Jesse Haugh organized the Metropolitan Coach Lines to buy out the Pacific
Electric. He promised to eliminate the rail lines and replace them with buses.

In 1951 the State Legislature had created the Los Angeles Metropolitan Transit
Authority (the first "MTA") to develop a monorail along the Los Angeles River. While
that project never materialized, the entity received state funds in 1958 to purchase
the remaining assets of both the 10s Angeles Transit Lines (the former Los Angeles
Railway) and the Metropolitan Coach Lines (the former Pacific Electric). This
became the first publicly owned transit system in Los Angeles. The resulting public
operator continued to phase out the uneconomical rail lines still in operation.
The Birth of Rapid Transit (1964-1993)
In March 1963 the last five rail lines were formally abandoned and replaced by bus
service. In August 1964 the legislatively created Southern California Rapid Transit
District (SCRTD) absorbs the Los Angeles Metropolitan Transit Authority and
acquires several other niche bus operations. The new authority is charged with
creating a rapid transit system for southern California and improving local bus
operations. For the first time the public operator has powers of eminent domain and
the ability to incur bonded indebtedness.

As late as 1969 many of SCRTD's bus routes are still covering their operating costs
through the farebox though capital investment lags, transit worker wages are poor,
there are long waits for buses, and new development ignores the transit network. In
1971 the legislature enacts the Transit Development Act providing funding through
%-cent of the local sales tax to assist with capital investment though operating
subsidies are also provided from this source.
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In 1974 the SCRTD eliminates a confusing and expensive to administer zoned fare
system and replaces it with a flat fare. In 1975 federal funding becomes available to
support local operating and capital needs. The balance of the 1970's sees a
significant expansion of SCRTD's route structure, particularly in the San Fernando
Valley.
Costs also spiral upwards leading to annual fare increases from 1976 through 1981
raising the cash base fare from $0.25 to $0.85 over a six year period. The price
spiral is broken in 1982 with the validation of a voter initiative termed Proposition A
(a %-cent local sales tax) which releases funds to support a three-year reduced fare
program to be followed by support for investment in rail rapid transit. The $0.50 cash
base fare in effect from July 1982 through June 1985 leads to unprecedented
ridership levels on SCRTD's bus system. Fares and ridership return to early 1980's
levels in July 1985 and remain somewhat stagnant for the balance of the decade (an
additional fare increase to $1.I
0 cash base fare occurs in July 1988).
As operating costs were a continuing concern throughout the 19801s,options were
explored to use alternative service providers. In the mid-1980's a package of several
express bus routes was created and operation transferred to the City and County of
Los Angeles (depending on the area sewed by each route). The City later assumed
operation of the County's routes. Additionally, a Transportation Zone was
established in the east San Gabriel Valley and beginning in December 1988 most
bus services formerly operated in that part of the county began operation under the
newly created Foothill Transit (the transfer of services was phased in over a five
year period). Cost savings were achieved through private sector operation of routes
previously operated by public employees.
In 1976 the 10s Angeles County Transportation Commission had been created by
the legislature with the responsibilityfor overseeing the expenditure of transportation
dollars and developing public transportation policy for the county. The newly created
local funding source was managed by that organization. It developed a plan for rail
development. The first result of that plan was the Los Angeles-Long Beach "Blue
Line" opened in July 1990. In parallel with that project the SCRTD had been funded
to construct a subway originating at Union Station in downtown Los Angeles and
opening to Westlake-MacArthur Park in February 1993.

As part of its vision for a comprehensive rail network in southern California the
LACTC established the Southern California Regional Rail Authority along with its
counterparts from the neighboring counties of Ventura, San Bernardino, Riverside,
and Orange. With the acquisition of significant rights of way from the Santa Fe and
Southern Pacific Railroads that operation began operation of commuter rail services
under the name "Metrolink" in October 1992.
Merger and Muftimodalism (1993-Present)
The Los Angeles County Metropolitan Transportation Authority (LACMTA aka Metro)
replaced the LACTC and SCRTD in April 1993. Now comprehensive authority to
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plan, fund and operate public transportation services in Los Angeles County rested
within a single agency. The projects and programs of the LACMTA became more
ambitious with the adoption of a second %-cent local sales tax termed Proposition C
that went into effect in July 1990.
Initially, the newly formed agency faced significant unfunded costs and an ambitious
construction program. By the summer of 1994 proposals were considered to cut
back on rail construction, reduce service levels and raise fares - a key element of
the latter being the elimination of monthly transit passes. The adoption of the
proposed fare increases was perhaps the last straw leading a local advocacy group,
the Bus Riders Union, to join forces with the NAACP's Legal Defense Fund to
successfully seek an injunction against imposition of the adopted fare changes,
which were to become effective on September 1 , 1994, and initiate a civil rights legal
action against the agency. After two years of legal maneuvering an agreement
among the parties resulted in a voluntary Consent Decree which became effective in
October 1996.

The Consent Decree would have profound effects upon the LACMTA for the next 10
years (and four years beyond that for one element of the agreement which had a
delayed startup). The agreement led to one million hours of additional bus service
primarily to reduce crowding on the most heavily loaded routes as well as implement
an agreed upon network of new services which became the "Rapid Bus" system.
Further, fares were frozen for two years and then increases limited to the local
inflation rate for five additional years. This would lead to increasing funding shortfalls
during the first decade of the current century fueled by reduced productivity bus
service and the failure of fares to keep pace with inflation.
Rail construction continued throughout this period fueled by two %-cent local sales
taxes. A heavy rail subway was opened in February 1993 from Union Station to
Westlake/MacArthur Park. Subsequent extensions were opened to WilshireNVestern
in June 1996, HollywoodNine in June 1999, and North Hollywood by June 2000.
Added light rail projects included the "Green Line" from Nowalk to Redondo Beach
in August 1995, the "Gold Line" to East Pasadena in July 2003, and the "Gold Line
Eastern Extension" to East Los Angeles in November 2009.
Additional projects were under development though not all could be funded within
the time frame of a 20-year Long Range Plan being considered for adoption by the
LACMTA during 2008. A voter referendum was prepared and approved in November
2008, known as Measure R, which enacted an additional %-cent local sales tax (for
30 years) that went into effect in July 2009. This measure itemized projects and
funding amounts in its capital program. It also provided additional money for bus
operations requiring preparation and implementation of a Bus System improvement
Program.
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