
Case Studies on Increasing Transit Revenues: 
Cleveland 

Donald G. Yuratovac, Cleveland Regional Transit Authority 

237 

The Cleveland Transit System (CTS) became part of the 
Greater Cleveland Regional Transit Authority (RTA) on 
September 5, 1975. Prior to that, CTS was probably 
the largest system in the world still operating that paid 
all its capital and operating expenses out of fare-box 
revenues. This is reflected in Figure 1, which shows 
that in 1974 passenger fares accounted for 98 percent 
of the system revenue of $28.5 million; the other 2 per-
cent came from miscellaneous advertising, rent, and 
so forth. In 1976, revenues had grown to $65.5 million, 
and passenger fares accounted for a little less than 30 
percent of the total. 

The years 1974 and 1976 were selected because 1974 
was the last full year of the CTS operation, and 1976 
was the first full year of operations under the Greater 
Cleveland RTA. The main reason for the drop in captur-
ing new revenue was that the fare was reduced by about 
50 percent; a breakdown of the fares is shown below. 

Category Before RTA Under RTA 

Local transit adult fare $0.50 $0.25 
Express and rapid transit adult fare $0.55 $0.35 
Zone surcharge $0.10 - 
Senior citizen and handicapped fares 

Peak Full fare Half fare 
Off peak Half fare Free 

Downtown loop fare $0.25 $0.10 
Student fare $0.25 $0.13 
Children's fare One free All free 
Transfers $0.05 Free 

As the table implies, Cleveland has a multimodal sys-
tem: both heavy and light rail, a bus system, and para-
transit services for the elderly and handicapped, al-
though a good portion of that program is contracted out 
to taxicab operators. 

Figure 2 shows the trend of average weekday rider-
ship. Ridership is up almost 65 percent in the few years 
since operation began. Although fares were reduced by 
about half, the total impact on revenues was a reduction 
of only about 30 to 33 percent because of the increase in 
ridership.  

Figure 3 plots the monthly passenger revenues, which 
vary cyclically throughout the year. Comparing this fig-
ure with Figure 2 shows a direct relationship between 
monthly ridership and revenue receipts. 

Figure 4 shows the sales tax receipts. These increase 
on an average of about 15 percent over the course of a 
year. RTA was fortunate in being the last major tran-
sit system to go regional, since it had a chance to ob-
serve all the other major U.S. transit operators to see 
what they did, what worked well, and how to avoid the 
pitfalls of their systems. This observation led to using 
the sales tax to tie revenues to the inflation rate. It is 
working out very well, as this 15 percent annual in-
crease demonstrates. However, the role of the Ohio 
Department of Transportation will probably increase, 
in both the capital and operating subsidy areas. 

Figure 5 compares the uses of all this money before 
RTA and now. Basically, there are four major cate-
gories of operating expense. Transportation services 
reflect a service increase of approximately 22 to 25  

percent since the inception of RTA. A new cost cate-
gory, RTA contracted transportation services, covers 
the provision of RTA service, for expediency, by three 
public and two private carriers under an operating 
agreement. Initially, these were 2-year contracts, 
but they have just been renewed for an additional year. 
It is RTA's intent and hope to purchase these companies 
at the end of the current 1-year contract. Maintenance 
expenses roughly doubled between 1974 and 1976. This 
partly reflects the increase in the cost of providing 
maintenance, but it also reflects the effects of deferred 
maintenance in the waning days of CTS; RTA is trying 

Figure 1. Sources of revenue in 1974 and in 1976. 
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Figure 2. Average weekday ridership. 
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Figure 3. Monthly passenger revenue. 
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Figure 4. Monthly sales tax receipts. 
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Figure 5. Comparison of operating expenses in 1974 and in 

1976. 
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to catch up with that now. Administrative and general 
expenses have also increased. Because CTS was de-
pendent on the fare box, it could not perform- a number 
of functions that RTA is now performing. CTS was 
carrying a lot of people, but it really was not acting as 
a public service. This change is reflected in the differ-
ence in the administrative and general expenses. 

Workshop Discussion: Increasing Revenues 

Floor discussion produced a great many questions about 
the revenue-raising techniques that had been described. 
There was particular interest in how institutional con-
straints affect the application- of these techniques. 

REVENUE SOURCES FOR TRANSIT 

How does raising the zoning densities benefit transit 
agencies? Higher density zoning would benefit transit 
only indirectly, and then only if the developer were will-
ing to contribute the additional cash flow he realizes as 
a result of higher densities to some transit-related 
amenity, such as a shopping plaza in the transit area, 
or to a transit improvement fund. 

How would some of the innovative techniques, such 
as joint development, apply to transit modes other. than 
heavy rail? Why is the payoff estimate on these tech-
niques so low? Joint development can be used in any 
urban transportation form that uses terminals. In 
Houston, for example, there is an automated downtown 
people-mover system that provides an internal circula-
tion route for the regional bus network; joint commer-
cial development is proposed for both ends of the sys-
tem. Denver is planning similar joint development at 
each end of a downtown transitway. There have been  

few applications to bus systems so far, but they are not 
impossible. 

There are a lot of practical things that constrain the 
revenue potential of these techniques. One is simply 
that the time may not be right for immediate commer-
cial development; because time is value, the revenues 
eventually received must be discounted over the period 
from the beginning of the investment until revenues are 
produced. Another problem in value capture is that, 
over a period of time, the property tax recaptures most, 
if not all, the value attributable to the presence of tran-
sit in an area, so that there is not much value left to be 
captured by a developer. 

- 	Transit operations in most areas are surrounded by 
institutional obstacles to joint-development ventures; 
wouldn't lease arrangements generally be less compli-
cated in this respect? Institutional constraints gener-
ally fall into three categories—political, legal, and ad-
ministrative. Leasing would be politically easier, but 
it takes a shrewd real estate department (a rarity in 
transit) to negotiate leases so that the public interest 
is preserved. In some areas, transit is precluded by 
law from enterting into long-term leases because it is 
not a fully independent authority. 

Why hasn't the transit industry explored the opera- 


