







































































44 The Rapid Transit Situation in Greater New York

SUMMARY — The impression that the Manhattan Elevated
“eats up the subways’ profits” is an error. The Elevated
D1v1§1on’s operations reflect the relation of the cost of
service to the 5c. fare. The Subway Division does not,
because of the subway’s relief from taxation and City’s
carrying charges costs (paid out of taxes), due to the
City’s ownership of the subways. If the Subway Divi-
stion was not in effect thus subsidized, its operations
would show greater losses than the Elevated Division,
both in the amount expressed in dollars or expressed as
loss per passenger carried.
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LETTER No. 10
The Manhattan Elevated Lease

The lease of the Manhattan Railway Company Elevated Lines
by the Interborough is one of the favorite criticisms indulged in
by those who refuse to recognize the workings of economic law
and facts in connection with New York’s transit problems. The
Lease itself is not only denounced as indefensible, but the Elevated
Lines are attacked as outgrown and unnecessary.

What are the facts? The Manhatttan Railway Company
(Elevated) Lines are operated under a Lease effective January
1, 1903, to the Interborough Rapid Transit Company. Under
the terms of this Lease the Interborough Company agreed to pay
an annual rental of the interest on the Manhattan Railway Com-
pany bonds, and 7 per cent., per annum, dividends on its stock.

The Manhattan Railway Company was incorporated November
1, 1875. It owned and operated all the rapid transit lines exist-
ing in Manhattan and the Bronx, prior to the construction of the
subways of the Interborough Company ; the first portion of which
subways were put into operation Octuber 27, 1904.

The Manhattan Railway Company had been successfully and
profitably operated more than 27 years prior to its lease to the
Interborough and its securities were recognized as “seasoned”
Investments.

Elevated Lease Assisted First Subway Financing.

The difficulties in financing the first subways, a construction
proposition of problematical and unknown earnings, are well
known financial history. The basis of the Lease, at the date of its
making, was profitable to the Interborough, and largely made
possible the sale to investors of the Interborough’s securities to
provide the funds for the equipment of the first subways.

The profits {from the Manhattan Lease, in fact made possibie
dividends to Interborough stockholders in the earlier years of
Interborough’s operations. These profits from the Manhattan
lease increased with the growth of the business, and for the two
fiscal years prior to the 1913 Dual Contracts, the Interborough’s
net profit from the Manhattan Elevated Lease, after payment of
the Iease rental, averaged $1,589,348 a year.

Reasonableness of Elevated Lease Approved by City.

Measured by any applicable “yard-stick,” the Manhattan
Lease was heretofore and is now reasonable. The Lease and its
reasonableness was recognized and approved by the public authori-
ties of the City of New York in connection with the 1913 Dual
Contracts, and related Certificates. In connection with the mak-
ing of such Contracts in 1913, the City was desirous and insist-
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ent upon the third tracking and extensions of the Elevated Sys-
tem, provided in the 1913 Certificate Contracts, and to carry out
which the Interhorough expended approximately $45,000,000.

The public authorities and the City at that time, as evidenced
by the 1913 Certificate Contracts, not only confirmed the reason-
ableness of the Manhattan Lease and the rental thereunder, but
believed it so reasonable that provision was made in such Con-
tracts that (1) after payment of the Lease Rental (2), and after
the payment of Interborough’s fixed charge on the cost of the
third tracking and extensions of the Elevated system (3), the
Interborough should retain $1,589,348 per year (cumulative, with
interest thereon), out of the profits from the operations of the
Manhattan Elevated—and then (4), the City should get fifty per
cent of any remaininng profits from the Elevated System opera-
tions,

So the Public Authorities and the City in 1913, not only rec-
ognized the reasonableness of the Manhattan Lease, with an
added margin of $1,589,348 per year, but provided for the City’s
participation in expected additional profits therefrom.

Elevated Lease Criticism Unjust and System Is
Essential to Public.

In the face of these facts, it is indeed unfair to seek to ignore
the effect of the war-changed economic conditions by alleging

that the troubles of the Interborough are due to the Manhattan
Lease.

Replacement of Elevated Lines With Subways.

As to the charge that the Manhattan Elevated lines are out-
grown and unnecessary, the facts show that it has been, is and
will continue to be a necessary element of New York's Transit
System. Proof is afforded by any map showing New York’s rapid
transit lines.

The Manhattan Elevated has three trunk lines from Harlem
River to Lower Manhattan, and one trunk line from Fifty-third
Street to the South Ferry. The Interborough Subway has only
two trunk lines extending throughout the length of Manhattan.
The proposed New City System now under construction will have
one trunk line from Harlem River to Lower Manhattan and one
trunk line from Fifty-third Street to Lower Manhattan,

Based upon the Board of Transportation estimates for the
cost of the proposed New System Subways in Manhattan. and
based upon any reasonable valuation that must be paid for the
Manhattan Elevated Lines, either by condemnation or negotia-
tions, the cost of replacing the present Manhattan Elevated Sys-
tem with Subways will be not less than $625,000,000 and probably
a very considerably greater sum.
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The Manhattan Elevated System has 123.26 Service Track
Miles, used in operation, it carries about 350,000,000 passengers
a year, or at the rate of about 2,839,000 passengers per mile of
service track. This is.about one out of every five passengers
carried on the rapid transit lines of Greater New York. )

The Interborough Subway carried in its Fiscal Years 1923
and 1926 respectively, about 3,282,000 and 3,470,000 passengers
per mile of service track.

Assuming that the City were to construct and operate t’he sub-
ways"to replace the Manhattan Elevated Lines, the City’s fixed
carrying charges for interest and sinking fund, at 5 per cent,
would be the sum of $31,250,000 per year.

Assuming also that the traffic will be available for such sub-
ways to the number of 455,000,000 passengers a year or thxrfy
per cent. more than is carried on the Elevated Lines; this WOU@
be equivalent to 3,691,000 passengers carried a year per mile of
service track, or about 10 per cent. more than the average carried
during the last two years, per mile of service track, on the Inter-
borough Subways, and with a congestion that has aroused bitter
public protest. o

On the basis of the foregoing assumptions, it will be seen
that the City’s fixed carrying charges alone would cost 6.868 cents
per passenger, compared with expenditures for fixed charges of
2.384 cents per passenger on Manhattan Elevated Lines (per Table
A, page 36) during the 8-year period ended June 30, 1926,

To such 6.868 cents cost for fixed carrying charges, there
must be added operating expenses, i. e., wages, fuel, materials
and supplies, etc. Taking Interborough Subyvayfs cost for such
expenscs of 3.098 cents per passenger (which incidentally was
the basis of the Board of Transportation’s estimates for the new
system expenses), we get a total of 9.966 cents or say 10 cents
per passenger. . ]

These facts show that if the City could, by means of its avail-
able financial resources (and without modifying the existing rapid
transit contracts), raise the stupendous sum of $625,000,000
necessary for construction of subways to 1‘eplqce the Manhattan
Elevated existing facilities, at the least, a 10‘ cent fare would
be required to cover the cost of the City’s fixed carrying charges
and the Operating Expenses. But, if operated at a 5 cent fare,
as political expediency might demand, then another 5 cents per
passenger or the sum of $22,750,000 a year will have to be paid
out of taxes and passed on to rent payers and to retail purchasers,
and thereby, in the ultimate analysis, increase the living expenses
of every man, woman and child of the City.
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What Termination of Interborough Lease of Elevated
Lines Means to the Public.

There is still another important fact that is generally over-
looked. Were the Manhattan Railway Co. not under lease to the
Interborough, or if such lease should be terminated by financial
inability of the Interborough to meet the Lease obligations, the
Manhattan could, under its Charter, charge a 10 cent fare, or,
at least, charge such rate of fare as would cover its cost for ser-
vice, including adequate depreciation and a fair return on the fair
and reasonable value of the property.

The termination of the existing Lease and the separation of the
Manhattan Railway Company from the Interborough would re-
sult also in cutting off all through service over all of the Elevated
Extensions constructed under the 1913 Certificate Contracts, as
well as a discontinuance of present free transfers at 149th Street
and Third Avenue in the Bronx. The traffic records show 35,-
000,000 passengers a year would thereby be inconvenienced and
subjected to an extra fare.

Please do not understand me as opposed, in principle, to the
zubstitution of Subways for Elevated Lines. The public is entitled
to have what it wants if it is willing to pay for it. I have merely
called attention to the costs and other facts which should and must
be considered in connection with such a program, in order that
the people may consider the price they will pay.

The Need is Construction—Not Destruction—of
Transit Facilities.

The City’s available financial resources will be extended to the
limit to take care of needed additional rapid transit requirements,
schools and other ever constant capital expenditures that go with
the City’s normal growth, civic and business expansion. As a
consequence, the crying needs to be met, for many years to come,
will require construction not destruction, of transportation facili-
ties that now efficiently and economically serve the public need.

SUMMARY — The Interborough’s lease of the Manhattan
Elevated lines, measured by any practical “yard-stick,”
has been heretofore and is now reasonable, The Lease
and its reasonableness were recognized and approved by
the City, with a margin of $1,589,348 per year, under the
Dual Contracts and related Certificate Contracts of 1913.
To carry out its Contracts, the Interborough expended
about $45,000,000 for third tracking and extensions to
the Elevated lines. To replace the Manhattan Elevated
Lines with City owned and operated subways would cost
at least $625,000,000, and a 10c. fare would be necessary

to pay operating expenses and the City’s carrying charges
of such subways, .
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LETTER No. 11

Assured Transit Service at Lowest Cost
—Not an Increased Fare—Is

The Real Question

The economic facts connected with New York’s transit prob-
lems, as set forth in the preceding letters, may be summarized as
f : . og o v
‘OHCI)?VS The City’s investment in existing rapid transit facilities,
based on Engineer’s Determinations of the Transit Commmsm_x}i
was $322,311,329.47, as of June 30, 1925,.a1‘1 investment that wil
continue to increase by. the additional millions regmred for the
completion of its contract obligations, such as extension of Qu%qnsj
borough subway to Seventh avenue (New York) and to Flushing,
the Fourteenth Street-Eastern subway, the completion of shops,
yards, lengthening of station platforms, etc., and the construction

he Nassau-Broad Street counection, .
o t2. Based upon Comptroller B@‘ry’s statement, the City 2
deficit for the carrying chargegogor its present non-earning rapi

it i tments is $13,845, a year.
trargs'lt 1’?Ezs(:ity owns$the existing subways and they are7 opgrated
under lease to the Interhorough and the Brooklyn—l\fan’ a’tfqarﬁ
Corporation, or their subsidiaries. Under the terms 0(&1 fsuc
lease, the Companies have expended for the equipment, and 1or a
portion of the construction of the leased transit facilities, approxi-
mately as many millions of dollars as expended by the le{y& -

4" The proposed new City subways, as now pl(;mr;eT, wi
cost $624,404,000, according to estimates by the Board o rani:
portation. Such Board’s estimates show the losses from opﬁr
tion on a 5 cent fare will amount to $61,995,800 for the first t rge
years, and $164,216,600 for the first ten years operation, of 10

end of 1940. ' , )
the The proposed new system, as _planned, will compete (\imth thii
City’s non-earning investment in its present owned rapi ’uransAl1
lines. Hence the deficit of $13,845,000 on this mvgségaent’ P?"lh
continue, and by 1940 will amount to at least $207,765,000, Wé ic
added to losses on the new system, if operated at a. 5 ce‘rit9 : 'grf,
gives a staggering total of $371,891,600 losses for years " t(;
1940, inclusive, all to be paid 0111t of taxes and passed on in ren
iving expenses of the people. )
andBl:;;ndg onp Board of Tpranpsportation estimates a fare of &
cents to 10 cents will be necessary for the proposed new system
“sustaining. .
0 bSe. S(%If‘hseu proposged new system utt.erlyy ignores the utzhz.a'f[x.on
of available unused facilities in the City’s present owned }e):qu l;l%
subways, and the possibilities and advantages obtau(x:e:t e gm_
obviously desirable by coordinated operation of even City ¢
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mon ownership systems—notwithstanding the City’s investment (at
the lowest estimate) will aggregate for the present and proposed
subways nearly one billion dollars.

6. T have pointed out that the City’s proposed new subways,
due to unbalanced relation of the feeder trackage outside to the
trackage within the Manhattan heavy traffic center, will have the
same limitations, in general, as to passengers carried with result-
ant “rush hour” congestion as in the existing Interborough sub-
ways, and according to the Board of Transportation’s own esti-
mates, present intolerable “rush hour” congestion will be just as
acute by 1935, probably, and certainly by 1940.

7. It has been shown that the cost ($624,404,000) of the
proposed new subways, as planned, is far beyond the City’s
available financial means; its completion is accomplishable only
if the debt limit is raised $300,000,000 by constitutional authority.
Even with the authority to raise the debt limit $300,000,000 the
proposed construction can then only be accomplished Ly virtual
. suspension of other vitally necessary public improvements.
Finally, if so completed and operated as planned, it will afford
no permanent relief, and the enormous resulting losses to be paid
out of taxes, will seriously impair the City’s financial status and
possibly threaten its credit. The date of completion of the pro-
posed subways is indefinite because of delays already encountered
and likely to multiply, due to the City’s financial limitations.

8. Therefore, the City’s proposed system, if constructed as
planned and operated independently in competition with exist-
- ing facilities, can afford no permanent transit relief. It assures
not only a “10¢ fare” if such system is to be self-sustaining, and
it also assures huge Debt Service in the City’s Budgets—instead
of assured adequate transit service at lowest cost for service
that the people expect and are entitled to receive.

9. That tax revenues from increased assessments of real
property, alleged to be due to rapid transit lines, pay the carry-
ing charge deficits of the City’s rapid transit investments many
times over is entirely disproved by analysis of the facts.

10. Increase in assessment values are due largely to growth
mn population and business expansion. Such growth and busi-
ness expansion, with rapid transit facilities, cause dispersion of
population into new residential developments in outlying districts.
These matters all result in the call for new municipal improve-
ments, such as water supply, schools, police and fire stations, etc.,
and also result in the increase of the Citv’s general administra-

tion and regular current departmentai expenses.

11.. The rapid transit facilities, in connection Wlth the Dual
Contracts of March, 1913, were increased from 305.27 miles of

service track in 1912 to 633.83. mlleSOf s‘e‘rvric‘e" track in op‘épqv
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tion June 30, 1925, and such more than doubled facilities were
practically all in operation by 1919,

12. The City thus had the benefit of any increased assess-
ment values due to such more than doubled transit faglllues by
supplying only about one-half the cost thereof, the Companies
furnishing the balance.

13. The assessed value of real property for 1925 was $11,-
901,348,947 compared with $7,861,898,890 for 1912, an increase
of $4,039,450,057, or 52.8 per cent.

14. The Debt Service items in the City’s 1925 Budget
amounted to $103,497,232, compared with Debt Service items for
1912 Budget of $51,254,528, an increase of $_52,242,704, or about
102 per cent. The 1925 Budget items (exclusive of Debt Service)
exceeded the 1912 Budget items (exclusive of Debt Service) by
$166,285,925. The sum of the foregoing enumerated increases
gives a total increase for 1925 over 1912 Budget of $218,528,629,
which is over TWO TIMES more than the tax revenue ($109,-
065,151) derived from the total increase in assessed values of
real property of $4,039,450,057 for 1925, compared with 1912.

15. The analysis shows that the aggregate tax levy increased
at more than double the rate of assessed values, based on the
year 1925 compared with 1912, notwithstanding that the greatest
era of rapid transit construction, resulting in more than doubled
transit facilities, was begun in 1913.

16. The facts show tax revenues from increased assessed
values, due to rapid transit, are more than absorbed by require-
ments for other accompanying necessary municipal improve-
ments ; this is proved conclusively also by the self-evident truth
‘that with fuil advantage of possible increased assessed values,
due to the more than doubled transit facilities resulting from the

1913 Dual Contracts (and with the City supplying only about
one-half the cost of such additional facilities), the City now has
no practical way to provide additional needed transit facilities
except by “starving” other urgent municipal needs.

17. The City’s carrying charges deficits for its rapid transit
investments are paid cut of taxes, and these taxes are passed on
to the people, thereby causing higher rents and greater costs for
food, clothing and other living expenses. Thus each citizen of
New York pays not only his proportion of the annual transit
deficit, whether a car-rider or not, but also digs down in his
pocket and pays the losses to give millions of commuters and
transients a nickel fare, because the commuters and transients
pay no taxes to the City. o o

18. The operations of the Interborough system show, in de-
tail as typical for all the Companies, the workings of the eco-



52 The Rapid Transit Situation in Greater New York

nomic facts. To illustrate, the cost of coal used to carry a pas-
senger, for the 8 years since the war is approximately double
such cost for the § years 1909 to 1916, inclusive; likewise the
wage payroll cost to carry a passenger has nearly doubled, not-
withstanding reduction in the number of employees by use of
turnstiles, Ipneumatic. controlled doors, etc. The average W~€‘Pk1y
wage employee received $34 pe i

5 Wee}y{ ¢ TSy $34 per week in 1926 compared with

As a result of such and similar increases in cost factors
wholly due to changed economic conditions, the Interborough.
at one time regarded a financial structure strong as the roékbof’
Gibraltar, was brought to the verge of financial ruin. Tts losses
for the 7 fiscal years 1919 to 1925, inclusive, averaged nearly
$5,700 a day, yet during such period it carried 6,9%0 702,888
passengers, an average of 2,724,345 a day—equivalent to about
;ne;hglf the average population of Greater New York for such

eriod.

19. The fallacy “that the Interborough Subway Division
makes money on a 5 cent fare to be caten up by the Manhattan
Elevated losses” has been analyzed in detail. The apparent sur-
plus of the Subway Division operations results from what in
feffecfc} are subsxdﬁes, due to payment by taxes of the City’s carry-
mg charges on its non-earning investment to upwards ] -
OOQ,OOO (in Interborough Subways) and due Eg t;e q(:grfngz:g?;s
relief from taxation on account of its City ownership, etc T}he
Manhattan Elevated operations reflect the cost of the serx./ice to
the 5 cent fare paid, the Stbway Division does not for the above-
state{d_reasons. If corrections be made for the effect of such
subsidies on account of City ownership of Interborough subways
_etc., there would result a greater loss per passenger carried( )1]);
Interborough Subway Division, on a like comparable basis btha?:
;he loss of 1.21 cents per passenger carried, shown by the ,Man-
zggtg:n Elevated Division for the 8 year period ended June 30,

20. The Interborough’s lease of Manhattan Elevated Lines
measured by any applicable “yardstick” was heretofore and is
now reasonable.  The Lease and its reasonableness ‘was recog-
nized and approved by the City, with a margin of $1,589 3§8
per year, in connection with the Dual Contracts and Related
Certificate Contracts of 1913; and to carry out such contracts the
Interborough expended some $45,000,000 for third tracking and
extensions to the Elevated Lines. g’

21. The cost to replace the Manhattan Elevated Lines with
subways, based wpon the Board of Transportation’s estimate for
the new subways now under construction, would be at least $625 -
000,000 and a 10 cent fare would be necessary to cover the cost
of operation and the City’s carrying charges on such investment.

B
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Fare Increase Not the Question.

The great majority of people undoubtedly believe the rate of
fare is the question. This is incorrect, based upon dispassionate
consideration of the facts. The important and real question is
one of providing rapid transit and surface transportation facilities
for assured and adequate service at lowest cost for the service,
based on economic facts and sound business principles—instead
of confusion, inadequacy, waste, loss, ever-mounting expenditures
of taxes and “‘starvation” of other civic needs and requirements,
that “have resulted and will continue to cumulate increasingly
from the transit policies of the past.

The Interborough Rapid Transit Company and the Brooklyn-
Manhattan Transit Corporation have been able to adjust their
financial structures so that they can exist on a 5 cent fare under
the present contracts with the City. This, however, is largely due
to the fact that the operations of the two Companies are subsi-
dized in reality, to the extent of the $13,845,000 a year now being
paid out of taxes, per Comptroller Berry, to meet the deficit in
the City’s carrying charges on its present non-earning investments
in rapid transit facilities, leased to the B.-M. T. and Inter-
borough.

The larger and more important Companies operating the sur-
face street cars have also been able to make adjustments and con-
tinue existence with a 5 cent fare.

Economic Law Controls.

What the public wants and is entitled to have is adequate
and assured service. The public will pay willing the fare neces-
sary to cover the cost of such service. They should pay no more.

The fare necessary to cover reasonable cost of adequate and
assured service is dependent upon some sound constructive plan
for coordination of all facilities, and the cooperation of the City
and the public with the practical operation of such a plan.

The unchanging fact confronting the City and the public is
economic law. It can no more be evaded than can the law of
gravitation be abrogated by proclamation.

SUMMARY — This letter sets forth briefly the high points
developed in the preceding ten letters, and emphasizes
the statement that an increased fare is not the over-
shadowing question. Assured and adequate ‘service at
lowest cost, based on economic facts and sound business
principles, is the real question. Two obvious facts in the
present situation are that the Interborough and B. M. T.
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haye adjusted their financial structures so that they can
exist on a 5c. fare under the present contracts with the
City, largely' due to the fact that the operations of the
two companies are in effect subsidized to the extent of
$13,845,000 a year now paid out in taxes, per the City
Cqmptrcllfsr. _Economic law, with a continuance of the
existing situation, will prevent the people receiving ser-
vice that is obtainable only by some sound constructive
plan for coordination of all facilities, Assured service at
lowest cost is the real question,
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LETTER No. 12
Let’s All Get Together

It has been said that people who refuse to learn by mistakes
dismiss their best school-teacher.

Prior to the negotiations resulting in the Dual Contracts of
1913, the City was going ahead with actual construction upon
the so-called Tri-borough system without funds for its completion
within the limitations of available financial resources, and without
regard for coordination with then existing rapid transit facilities.

The obviousness of these blunders, together with an enforced
realization that the Tri-borough could not possibly provide the
additional facilities needed by the public, forced a discontinuance
of the ill-considered undertaking. Negotiations with existing com-
panies resulted in the Dual Contracts of 1913 that doubled the
City’s available amount of money, thus adding rapid transit
facilities more than double the mileage then in use.

By the time the contracts had been signed, however, the
construction work on the Tri-borough system had progressed so
far that millions of dollars were expended unnecessarily, or
wasted in fitting such construction into the rapid transit systems
planned under the Dual Contracts. Portions of the Tri-borough
actually dug were filled up again, and to this very day, always to
remain, there are severe grades and misfit alignments that add
materially to the expense and difficulties of the Interborough’s
and B. M. T.’s operation of the properties leased to them by the
City. Some of the most serious congestion problems on the B.
M. T. system to-day, I am advised, result from adapations of the
Tri-borough construction to Contract 4 construction.

Past Mistakes Being Repeated.

The mistakes of the past are being repeated to-day. As
already pointed out, the proposed City subway system, costing
not less than $624,404,000, was frankly planned for independent
and competitive operation and is being constructed without refer-
ence to existing subways. The sanities of cooperation and co-
ordination have been put aside in favor of absolute non-relation
and competition, entailing not only the continuance of transit
congestion, but huge and inevitable Josses.

The construction and equipment of new subways, based on
the Board of Transportation’s estimates, is more than two and
one-third times the cost of the existing subways owned by the
City but equipped with Company funds and now operated under
lease.

While the City has the legal power to operate rapid transit
facilities, municipal operation of the proposed new subways, as
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planned, will result in an 8¢ to 10¢ fare if they are to be self-
sustaining, as required by statute, and even without the statute
economic law will compel a seli-sustaining fare to prevent im-
pairment of the City’s credit.

Construction of the proposed new system for independent
and competitive operation, will do more than merely destroy the
City’s non-earning rapid transit investment of some $265,000,000.
The sinking of $624,404,000 in new subways, built without refer-
ence to existing subways, will destroy hope-of coordinating all
transit facilities in such manner as to provide adequate and
assured service at the lowest possible cost or even at a reasonable
cost. Such a situation can only result in common injury to all,
but the facts show it will be more hurtful to the City than to the
Companies and that most harm will fall upon the people through
deprivation of service necessary to keep pace with their require-
ments.

$150,000,000 Can Be Saved.

According to estimates by competent authorities, approxi-
mately $150,000,000 of the City’s proposed expenditure of
$624,404,000 can be saved by proper regard for coordination and
the utilization of facilities not now effectively utilized, or else
entirely unused. There is not only such possible saving of $150,-
000,000 but a coordination program properly applied will assure
service and afford “rush hour” congestion relief, an accomplish-
ment impossible with the City’s proposed system, as planned, for
the reasons discussed in detail in my letter No. 7 to you. Further,
there will result large savings in each year’s operations by co-
ordination—savings made possible by elimination of duplicated
effort and investments.

Every fact in the situation stresses the importance of ending
the present tragedy of separate, confused and antagonistic effort.
The interests of the Public, the City and the Transit Companies
are alike and common. Curtailment of the economic and efficient
functioning of transportation facilities by uneconomic and
unsound policies, is alike destructive to the interests of ALL with
the public, in the last analysis, being the greatest loser.

Surely the need for additional tramsit service and the self-
evident difficulties confronting the accomplishment of the City’s
proposed new system, as planned, as well as its effect upon the
cost of service, with either independent or coordinated operation,
show conclusively the necessity for the public authorities and
representatives of the Companies to agree on some sound con-
structive plan.
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Why Competitive Methods Fail.

The economics of the situation demonstrate, and it is seem-
ingly the consensus of everyone who has given the subject serious
consideration, that any such plan must regard coordination of
facilities as the one fundamental for sound constructive action.

Transit facilities (by rapid transit, surface or bus lines) are
not efficiently cbtainable, in the public interest, by means of
competition between competitive companies or methods. That was
the belief and fashion years ago, in the “dark ages” of economic
development. As far as public utilities are concerned, the com-
petitive theory (either by Company or City means) has invariably
resulted—and can only result—in increased cost of service due
to the duplication of facilities and investments.

The folly, waste and cost of duplicated investments and
efforts to supply a like kind and related public service, are as
obvious as would be the running of two kitchens or two furnaces
in a home. No public or city to-day would think of securing a
water supply by competitive water systems, or long tolerate com-
peting telephone systems for telephone service, or expect t0
secure adequate and reasonable light, power and gas service
through a number of electric and gas companies competitively
operating and duplicating investments, with a resultant waste for
which the users of the service have to pay.

The statesmanship of government in this country was engaged
for many years in creating ways and means to compel competi-
tion in the steam railroad field; now it is endeavoring to induce
consolidation in order to secure the advantages obtainable only
by coordinated operation and utilization of available facilities in
the public interest.

All of the facts and economics of the situation drive home
the truth that New York’s transit problem can never be solved
permanently until the problem is treated as a whole.

It is not only subways that have to be considered, but elevated
lines, surface lines and buses as well. Each must be studied in
its bearings upon the other, and not one dollar should be put into
new construction until such construction has been thoroughly
examined in its relation to existing facilities, and its adaptability
to the whole situation.

The people of Greater New York are fully capable of appre-
ciating the soundness and advantages to them of a common
sense solution of the whole transit problem, based upon the
economic facts and the application of business principles. To
believe otherwise is a reflection upon the public intelligence.

Your honorable bodies, acting in conjunction, are authorized by
law to study New York’s transit problem and devise plans for
its solution.
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Speaking for the Brooklyn-Manhattan Transit Corporation,
I offer renewed pledges of a continuing willingness to cooperate
in any effort that holds promise of giving New York the best
transit service in the world.

SUMMARY — Transit service is not efficiently attainable,
in the public interest, by competition between competitive
companies and methods. Approximately $150,000,000 of
the City’s proposed $624,404,000 expenditure can be saved
by coordination and the utilization of available transit
facilities. Such a program will assure service and afford
“rush hour” congestion relief. The City’s proposed sys-
tem as planned will not accomplish this result. The need
for additional transit service, the difficulties confronting
accomplishment of the City’s proposed system, as planned,
as well as its effect to increase the cost of service, shows
conclusively the desirability of the public authorities and
representatives of the companies agreeing on some sound
constructive plan for a permanent solution of New York’s
Rapid Transit problem as a whole. The way to bring

about the result is to get together.
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January 12, 1927.

Boarp oF ESTIMATE AND APPORTIONMENT
orF Tue City or NEw YORK
City Hall, New York.

Transit CoMmMIssION, STATE oF NEw YORK
270 Madison Avenue,
New York City.

Dear Sirs:

It has seemed to me highly desirably to acquire independent
disinterested expert analysis and opinion on the relations of the
proposed new independent Municipal Subway to the existing tran-
sit facilities in New York. I, therefore transmit to you herewith
a copy of an analysis prepared and signed by Messrs. Parsons,
Kiapp, Brinckerhoff and Douglas of this City and Professor
George F. Swain of Harvard University.  Their high standing
is so well known as hardly to require comment, but it may not be
amiss to call your attention to the experience and qualifications
and the important matters with which they have been connected,
not only as representatives of the transit companies, but as re-
resentatives of the public.

General William Barclay Parsons, Senior Member of the firm
of Parsons, Klapp, Brinckerhoff and Douglas, was Chief En-
gineer of the Rapid Transit Commission appointed under the
Rapid Transit Act to plan and build the original Interborough
Subways.

General Parsons has also been identified with kindred matters
and problems as follows:

Chief Engineer Chicago Traction & Subway Commissicn
which Commission was appointed by the City of Chicago
to study and devise a plan for a complete consolidated uni-
fied system of surface, elevated and subway transportation.
The plan then developed together with a financial scheme
has been the basis for practically all of the efforts in this
direction to date.

Emplayed subsequently by the City of Chicago as Chair-
man and third member of a Committee to value the surface
lines for submission to a referendum vote for municipal pur-
chase, 1924.

Member of the Royal Transit Commission of three
engineers to make a report upon a comprehensive develop-
ment of the transportation system of London.

Member of the International Board of Consulting Engi-
neers upon the location and design of the Panama Canal.
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Member of Military Commission sent by U. S. Govern-
ment to Irance to determine the amount and character of
the American aid for the Freach railroads.

The preparation of the enclosed report, in addition to General
Parsons, has had the personal attention of Mr. Henry M.
Brinckerhoff, whose many activities, since becoming a member
of the firm in 1906, include the {ollowing:

Chief Engineer, Chicago Traction and Subway Com-
mission.

Consulting Engineer for the Detroit Street Railway
Commission, representing the City for Six Years.

Consulting Engineer for the Cleveland Rapid Transit
Commission, appointed under State law, two years, develop-
ing plan for rapid transit, etc.

At present employed by Westchester County Transit
Commission upon their commuter transportation problem.

Consulting Engineer for property owners in the business
district of Pittsburgh, in connection with rapid transit develop-
ment.

For past eight years consulting engineer for the Phila-
delphia Rapid Transit Company.

A brief resume of Professor George F. Swain’s qualifications

and some of his activities are as follows:

Engineer of Massachusetts Railroad Commission 1887-
1914.

Member of Boston Transit Commission, which constructed
all the Boston Subways 1893-1918. (Chairman 1913-1918.)

Professor of Civil Engineering, Massachusetts Institute
of Technology 1887-1909. :

Professor of Civil Eangineering, Harvard University
1909-date.

Member of two engineering boards to report on the ele-
vated lines of the I. R. T. and the B. M. T. as the representa-
tive of the City of New York 1923-4.

Employed by Canadian Government Commission on Rail-
road Transportation to make a valuation of 13,000 miles of
railroad.

Member of Board of Arbitration on Reconstruction of
Galveston Causeway.

Has been a member of some twenty grade crossing com-
missions.

Consulting Engineer on transportation problems in va-
rious cities.

Yours very truly,

Geruarp M. DaHr,
Chairman of the Board of Directors.
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REPORT

New York, N, Y., January 12, 1927.

Germarp M. Dann, Esq,

Chairman of the Board of Directors,
Brooklyn Manhattan Transit Company,
60 Broadway, New York.

Dear Sir:

You have asked us to prepare an analysis of the traction sit-
uation in New York from the viewpoint of the car rider and the
taxpayer.

We find that the City is proceeding steadily with the building
of an independent subway system to be operated by the City or
by a lessee and without indicated connections with either the
Interborough or Brooklyn Manhattan systems. The work under
construction consists of a subway line extending the length of
Manhattan Island from 207th Street and Broadway via Fort
Washington Avenue, St. Nicholas Avenue, Eighth Avenue and
Church Street to Park Place, under contracts aggregating $118,-
000,000. Also, contracts for a 53d Street line extending from
Eighth Avenue to Long Island City have been awarded, and only
the final approval by the Board of Estimate is necessary to put
that lirle also under construction.

1f the 53d Street contracts are let and those for a few other
sections, the City will then be committed to the policy of building
a third complete independent rapid transit system, as distinguished
from the adoption, now, of the policy of building a single uni-
fied system of rapid transit in which all parts of the present
systems would be so utilized as to be of the greatest benefit to the
public.

Our study of this subject has led us to three definite basic
conclusions of interest to the car rider and the taxpayer:

1. The whole body of rapid transit car riders of New York
will not get as great improvement in service from the building
of the proposed third independent system as they would from
an expenditure of a materially smaller sum for additions to the
existing lines if developed and operated as a single system.

2. The expenditure of large sums necessary to complete the
third independent system as proposed can be saved entirely or
postponed by developing one single system from the start. This

»means that if the single system is to be made self-sustaining, the
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fares would be less; or, if it was not required to be self-sustain-
ing, the taxes would be less, than with three separate systems, i.e.,
the Interborough Transit System, the Brooklyn-Manhattan Tran-
sit System and the proposed Municipal System,

3. No further contracts should be let on the separate Munici-
pal System until a thorough independent restudy of this matter
has been made from the point of view of the car rider and the
taxpayer. There should also be a final settlement of the question
whether it is in the public interest to have one single system or
three separate systems, and a determination of the terms upon
which such single system may be now obtained.

The facts which lead us to the above basic conclusions are as
follows:

The Third Independent System Proposed by the Board of
Transporiation.

In general, the plan submitted by the Board of Transporta-
tion to the Board of Estimate and Apportionment of the City of
New York, May 26, 1925, consists of a West Side subway line
in Manhattan from 207th Street and Broadway via Fort Wash-
ington Avenue, St. Nicholas Avenue, Central Park West, Eighth
Avenue, Greenwich Avenue, Sixth Avenue Extension, Church
Street and Trinity Place to Wall Street, and thence under the
East River to Brooklyn, where a connection is to be made with a
northerly branch termed the Brooklyn Crosstown Line. A branch
of this West Side line is to run from 145th Street and St. Nich-
olas Avenue across the Harlem River and out the Grand Con-
course to Mosholu Parkway.

At 53d Street and Eighth Avenue another line is to extend
east to Sixth Avenue and thence south to a junction with the
Eighth Avenue line at Bleecker Street. Ancther branch is to
turn off this line at Houston Street and pass under Essex and
Rutgers Street to Monroe Street and under the East River to an
extension of the Culver Line in Brooklyn. The Culver Line is
to be recaptured and a terminus built for this route at Coney
Island.

The 53d Street subway 1s to extend easterly from Sixth
Avenue under the East River to Queens to a junction with the
proposed Brooklyn Crosstown Line, and from this point the 53d
Street Line is to extend first northeast and then east to Jamaica.
The Brooklyn Crosstown Line is to extend from the above junc-
tion with the 53d Street Line in Long Island City generally in a
southerly direction to the Borough ITall district in Brooklyn.
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Comparison of Traffic on Proposed Third System and

Present Systems.

The existing subway-elevated systems combined carried in the
year ending June 30, 1926, in round figures, 1,753,000,000 passen-
gers; and the Board of Transportation estimates that these sys-
tems will in 1940 carry 2,294,000,000 passengers. The Board of -
Transportation also estimates that there will be carried in 1940
by the completed independent Municipal System 856,000,000
passengers, making a total on all the rapid transit systems of
3,150,000,000. In other words, the Municipal System would be
carrying, when fully developed in 1940, only a little over one-
fourth of the total rapid transit passengers of New York City.

Cost of Proposed Third System.

The City has already expended as of June 30, 1925, in the
building of the present subway systems, under contracts 1 and 2
and the Dual contracts, the sum of $322,311,329. The Dual con-
tracts of 1913 require the City to construct certain lines which
have not yet been completed and some of them not even begun.
When the construction required by these contracts is completed
the City will have expended upon the present systems a total of
about $373,000,000. Of this sum not exceeding $60,000,000 will
be self-sustaining under contracts 1 and 2; the City’s carrying
charges on the balance of not less than $313,000,000 will have to
be paid out of taxes if the present contracts remain in effect, and
the City’s proposed independent subway be operated in competi-
tion with the present existing systems. The City subways now
under construction and projected are estimated to cost $624,-

404,000.

This makes a total City investment of nearly $1,000,000,000,
of which 62.6% would be in an independent system carrying only
27.3% of the total rapid transit passengers in 1940,

The huge investment in the new Municipal Lines will compete
with the City’s present investment under the present subway con-
tracts unless the City recaptures the existing subway lines and
combines them with its proposed new system. It cannot, however,
recapture all of the existing lines; there would remain more
than 300 miles of track to be independently operated. To recap-
ture a part of the present tracks will dismember the existing
systems, disturb present routes of travel, involve the payment of
additional fares, the readjustment of places of residence and of
occupation, changes in rentals and property values, and lead to
traffic difficulties owing to the fact that in some cases the com-
panies have operating rights in the recapturable lines.
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The attempt to recapture would undoubtedly lead to legal
difficulties, delays and long litigation. We do not believe that
recapture would be beneficial to the public. What is needed is a
new agreement between all parties, which would result in the lease
of the entire rapid transit system, on terms equitable to all parties,
to some single operating lessee.

The figures of the Board of Transportation for cost of con-
struction and passengers to be carried show that its independent
system, municipally operated, will have invested therein about
four and one-half times as much money per passenger carried as
the City will have expended per passenger carried wpon the
rapid transit systems operated by the B. M. T. and 1. R. T.

The principal reasons for this ratio are that the cost of
subway construction is now two and one-half to three times as
great per mile as the average cost of similar subways built as
part of the L. R. T..and B. M. T. systems; and also that under
the operating contracts the companies supply their elevated lines,
subway equipment, cars, power system, etc. The City must pay
for such equipment under a municipally operated scheme.

The City is thus confronted with an investment per unit of
passenger capacity of nearly four and one-half dollars in the
new independent system now under construction, to one dollar in
the present lines, if municipally operated, or nearly three and one-
half dollars to one if a lessce for the new system can be secured
who would supply the equipment. We therefore feel that the
added service which the public may expect from the proposed
system should be most critically scrutinized before any further
contracts are let.

This high cost independent system will give transfers to and
from the other rapid transit lines only upon payment of an
additional fare. The number of station intersection points where
convenient transfers can be provided between the proposed third
system and the fwo existing systems under the Municipal plan,
are few. The new City system if municipally operated will, under
the law and as estimated by the Board of Transportation, require,
after three years, an increase above the existing 5 cent fare.

Unused Capacity in Present Lines.

A judgment upon the immediate necessity for all the parts of
this new Municipal System should include a consideration of what
additional capacity can be provided through development of now
unused capacity and the completion of the subway construction
which the City is called upon to perform under the Dual subway
contracts.

It is obvious that where unused capacity exists in present
lines, adjacent parallel lines should not be built until actually
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needed. Under a coordinated system, it would be possible to post-
pone or to omit the construction of some lines which would have

"~ to be built in a separate system in order to make such a system

complete. In this way the expenditure of a substantial part of the
estimated cost of $624,404,000 for the new City system can be
either postponed or saved.

As an illustration of unused capacity in existing lines, the 53d
Street Crosstown line of the Municipal system is planned as a
two track line, to connect the West Side Municipal System with a
line penetrating and serving Queens. There are at present
crossing the East River and converging at the Queenshoro Plaza
Station six tracks—two on the Queensboro Bridge connected
with the Second Avenue Elevated, which have been in operation
ten years; two in the 60th Street Tunnel of the B. M, T. connect-
ing with their Broadway Line already operated six years; and
two in the Queensboro Tube running along 42d Street, transfer-
ring to the I. R. T. subways, in operation eleven years.

All these lines are being operated at present at less than one-
half their capacity. The unused capacity in these lines was
brought out and fully discussed by the Transit Commission in
November, 1925, in connection with their plan for the Sunnyside
Yard Terminal for Long Island and Westchester commuters.

Another matter to be considered, in judging of the desirability
of the 53d Street Line as a part of a unified single system, is
that it does not intersect the north and south Interborough
Lexington Avenue and Broadway Seventh Avenue Lines nor the
B. M. T. Broadway Line at station peints. This precludes con-
venient transfer for Queens passengers via this Hne to these im-
portant subway lines on Manhattan. We are therefore convinced
that the construction of the 53d Street Line should not now be
begun.

We will not attempt to discuss in detail the subject of unused
capacity in all its phases, but point out that besides the unused
capacity of the tunnels and bridge to the Queensboro Plaza there
are such items as something approaching 50 per cent. unused
capacity in the four-track B. M. T. Broadway Line, due to lack of
outlet at its northern terminus at 59th Street.

There is, of course, the much discussed lack of ability to
utilize to capacity the four tracks on the Manhattan Bridge and
the unused traffic value of the 14th Street Eastern line until it is
completed to its eastern terminus. It is therefore apparent to us
that the new Municipal System is not laid out to give to the
public the advantage which it would receive if the system had
been planned as an extension of a unified system.
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Possible Saving by Coordination.

. We believe that a re-study with the object of developing a
single unified system instead of three systems will justify the
omission of items of cost in the independent City subway system
that will effect a very substantial reduction in the total estimated
cost of $624,404,000. We also believe that such a study would
show the wisdom of postponing, for a number of years, the ex-
penditure of many millions of dollars on other parts of the new
system.

Such saving or postponement of large contemplated expendi-
tures should not result in curtailment of needed facilities. It
would, however, by developing a unified system from the start,
result in giving relief to the car riders on the existing systems,
with service to new districts, rather than providing new exclusive
facilities for a limited number of riders.

_The Municipal System will cost a sum based on the high
unit costs of to-day, while the existing lines have the benefit
of the low costs of the past. If the new system is self-supporting
therefore, the carrying charges, either in fares or in t‘axes, or
both, will be much higher per passenger than the charges on the
non-municipal lines. In any public utility the endeavor should
be, we think, to average out such inequalities, rather than to
create a discrimination between two classes of car riders.

Carrying Charges on City Investment in Rapid Transit.

The discrimination referred to in the preceding paragraphs is
shown by the following figures. If the Municipal System is con-
structed and operated as an independent svstem. and is to be
self-sustaining, the figures in the communication from the Board
of Transportation to the Board of Estimate of May 26, 1925,
under the plan by which the cost is supplied entirely by fifty
year bonds show: T
1. In the ten years 1931-1940, inclusive, the total

amount required to be received from fares in

order to make the system self-sustaining,

providing for operating expense and for in-

terest and amortization at 5%, would be.... $503,166,100
2. The total estimated number of passengers car-

ried on the Municipal System in the ten

B - L 6,779,000,000
3. At 5 cents per passenger this would produce.. $338,950,000
4. The difference between $503,166,100 and $338,-

950,000, or the total deficit for tem years, ‘

with a 5 cent fare is................. ... $164.216,100
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5. Dividing this by the total number of passengers
carried by the new system, or 6,779,000,000,
gives an average deficit’ per passenger
carriedof....ooos vl . 242 cents

In addition to this, if the City completes the construction
called for by the Dual contracts, it will have, as previously shown,
a non-earning investment of about $313,000,000. The carrying
charge at 5% on this sum for ten years will amount to $156,500,-
000, which would have to be raised by taxes and passed on in
rents and living expenses of the public.

On the other hand, if a single unified system were constructed
and the substantial savings we have previously indicated were
made, so as to reduce the $624,404,000 estimated cost of the new
City system, then the amount necessary to cover the City’s carry-
ing charges on its total rapid transit investment for the existing
and new facilities of such unified system would, if distributed
among all the passengers on all the lines, be somewhat less than
one cent in addition to the present five cent fare.

Since the cost of providing added equipment for the growth
of traffic on existing lines must be met in any case, whether there
is a unified system or three systems, we consider that the above
analysis proves the economy and equity of a single system. It
does not show the exact total cost, in either case, of making both
the City’s investment and private capital invested in the systems
self-sustaining. It should be noted, however, that in deriving
the above figures no allowance has heen made for the obvious
economies in operating costs of a unified single system as com-
pared with three separately operated systems,

All Parties Agree Upon Desirability of a Unified System.

Chairman Delaney of the Board of Transportation in a recent
speech stated, “It was our judgment as it is today that ultimately
and finally all of the systems must be unified, and all existing
divisions will pass away.”

The officials of both the B. M. T. and I. R. T. systems have
publicly stated that they also believe in a single unified system
and that they are prepared to cooperate in a constructive way to
arrive at a plan for producing such a single unified system.

Inasmuch, therefore, as all the parties in interest have de-
clared themselves as believers in a single unified system; and as
our analysis shows that a third independent system has inherent
and inevitable defects, detrimental to the interests of the car
rider and the taxpayer; we believe that the interests of the public
require that no further contracts should be let at this time on the
Municipal System and that immediate steps should be taken
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thoroughly to investigate and review the situation, and to plan for
a future development combining all existing lines and the new
lines now under construction, and to provide future development
in the most economical manner; and that simultancously a de-
termined effort should be made to reach an agreement between
the City and all parties concerned for a single system and a single
lessee. ‘

We believe that the best unified transportation system should
include not only subway and elevated lines, but surface lines and
buses as well. Many larger cities are unifying their transporta-
tion systems. Only New York City appears to be following the
opposite policy.

Faithfully yours,
(Signed) George F. Swain

(Signed) Parsons, Krare, BRINCKERHOFF & DoucrLas

M., B. Brown Printing & Binding Co.,
37-41 Chambers St., N. ¥,




