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The idea of free public transit has grown more popular in recent years and has spurred substantial
debate. It has become popular in large part because it is simple, direct, and easy to understand. The
call to “improve transit service” means different things to different people and is often challenging to
sort out. But everyone understands what “free” means. Adding to its popularity is that it is perceived as
improving equity in most American cities, potentially helping low-income people and minority groups
facing legacies of discrimination. These two things work together to make it a potentially winning
campaign issue for some mayors in Kansas City, Boston, Los Angeles, and others.’

As is often the case, a winning political issue does not always create the outcomes that people might
be seeking. Free (or fareless) transit is presented as part of a solution to many problems — low
ridership, growing income inequality, racial discrimination, and even climate change. While it is wholly
unrealistic to expect fareless transit to solve any of these challenges on its own, the fact that it is a
popular idea presents a substantial opportunity. It is worth asking — how can the ideas behind free
transit be combined with other policies to make a dent in some of these goals? Below we present
some ideas, grounded in real research, that show promise. Choosing one of them ultimately depends
on the goal policymakers are trying to achieve.

Off-Peak Fareless Transit

One of the challenges with fareless transit is the most obvious one — it means forgoing revenue for
transit agencies that are typically scrounging for every operating dollar they can find. This challenge
is exacerbated by the concern of subsidizing riders who may not need it. Even in Los Angeles, where
the average household income of transit riders is approximately $32,000, Metro Board members
have objected about those who are not low-income riding for free under a fareless pilot.2 ® This
reaction is much more of an issue in cities with far higher percentages of riders who can afford
to pay, especially cities that depend on fare revenue for a large portion of their operating budget.
Concurrently, there are also concerns about mandating “means-testing” for low-income riders, where
they must demonstrate proof of need with supporting documentation in order to qualify for a low fare
or free transit.* This puts the burden of proof on low-income people to demonstrate that they are low-
income, which is considered inherently unfair.

Transit agencies are also concerned that free transit will encourage more riders during peak times,
forcing the agencies to add service to accommodate them with funds they do not have.> While
ridership is typically a primary goal for transit agencies, there is also a tension within agencies
between encouraging ridership and escalating costs. Typically, additional transit riders during peak
times incur additional costs that exceed revenues.

Finally, another concern with fareless is that eliminating fares will invite more problems onto a public
transit system already experiencing plenty of them. Transit systems are already struggling to keep
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trains clean, dealing with an increasing homeless population that deters customers, and seeing rising
crime rates.® While it is unclear whether fareless transit would increase these challenges and more
research is needed to examine the impacts of a fareless program, there is a perception that it could.”

Off-peak fareless avoids these problems. Fares remain in place for peak times when demand is
high, preserving most of the revenue collected. While off-peak revenue is still lost, that loss is by
definition more manageable than losing all fares. Also, it is unlikely that agencies implementing off-
peak fareless would need to add service to meet demand because off-peak service levels often
exceed demand.

Most critically, off-peak fareless helps low-income people more without calling them out or making
them do extra work. Low-income people often face a time tax to qualify for social benefits and are
subjected to intrusive and burdensome application processes. Low-income people ride more during
off peak times, so this scheme helps target them directly but without any stigma, and it might also
attract new off-peak riders who then become peak-hour riders.®

Finally, off-peak fareless is simple and easy to implement and understand. Washington Metro has
been charging higher peak than off-peak fares since inception, and fare payment technology has only
improved since then.® A simple change in code would enable off-peak free fares — agencies could
still require the use of fare cards, but no fare would be deducted during off-peak times. This would
simplify the process, allow for data gathering to continue, and keep operators from being adjudicators
of who gets on free and who doesn'’t. It would also prevent people from just wandering onto the
system — barriers such as turnstiles could remain in place and only be opened with a farecard.

Fareless Transit and Priced Roads

The issue of free or lower-cost transit has been present in the transit industry for as long as the
industry has been around. In New York City, the transit fare was kept at 5 cents from inception of the
system until World War Il — over four decades — because to be elected and re-elected Mayor of
New York meant keeping the fare where it was.'® Naturally, given inflation, keeping the fare low had
consequences, as it meant effectively lowering the fare, and this helped lead to the bankruptcy of the
private companies running the subway, as well as decades of neglected maintenance that New York
City is still dealing with today.

The New York example provides a great lesson for us in this area — don’t cut or eliminate transit fares
without a revenue source to replace those dollars. Otherwise, you are likely to damage transit more
than you help its customers. One potential revenue source with lots of synergies is charging drivers
to drive at peak times. This is, in effect, what New York City will be doing if and when it implements
congestion pricing for those entering Manhattan, as New York MTA will be using the fees from road
pricing to pay for transit improvements.™ While the transit fare will not be eliminated, it will likely be
kept lower than otherwise might be required due to this additional revenue stream.

If there is a desire for free transit, this example is illustrative — it will be more sustainable if combined
with a new revenue source. While there may be grants made available for free transit pilots, without
an ongoing source of revenue, those pilots cannot be sustained, or worse, could lead to a greater
drain on the limited resources available for operating funds.
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But more critically, free transit will be far more effective in increasing ridership if combined with a
concurrent price on driving. Public transit ridership is relatively inelastic, meaning it does not respond
dramatically to changes in price.'? Lowering transit prices does not typically increase ridership
meaningfully enough to have an impact on the outcomes that transit agencies typically desire — lower
emissions and greater mobility, for example. Free transit can be an effective way to improve equity,
by reducing the transportation cost burden for low-income households, but if that is the main goal,
there are probably better ways to achieve it. For example, giving out cash to low-income households
to use how they see fit has generally been shown to be an effective way to help.' There is no good
reason to force low-income people to spend this cash on transit, which is in effect what free transit
would do.

Therefore, free transit is much more likely to be successful in improving mobility as part of a program
that simultaneously raises the cost of driving. The current out-of-pocket cost of driving on a given
road in a city is effectively zero. Yes, people need to pay for the car, registration, maintenance,
gas, and insurance. But these are investments people make long before they decide to drive on a
given road at a given time. Once this upfront investment is made, in the form of sunk costs, it feels
counterintuitive to squander it, avoid driving, and pay to take transit instead.

Meanwhile transit is the opposite. People make no personal upfront investments in transit. Their tax
dollars help fund and operate it, but they have little choice in that matter outside of the occasional
ballot measure, so they do not see it as their decision. Their daily decision is about whether to use it,
and that is what directly costs money. This means we have the incentives all wrong. We have created
a system where there is an out-of-pocket and immediately collected fare for transit without which
people are barred from the system, and nothing is collected for driving at any time or place so people
can use as much of it as they want. Reversing these incentives will create a huge shift in outcomes
and is one way to make free transit successful, and there is some evidence that congestion pricing
becomes more politically acceptable when coupled with free transit.™

Fareless Transit as Part of Universal Basic Mobility

An oft-cited goal of fareless transit is to improve equity by reducing the cost of transportation for
low-income individuals. Since in many metropolitan regions the majority of transit customers have
very low incomes, this seems like an easy way to provide a simple and direct equity benefit. There
are a few challenges with this idea in practice, however. As mentioned above, there is the issue of
replacing the lost revenue. When the revenue is not replaced and transit service deteriorates further,
the burden falls mostly on low-income people. Another issue is that in some metropolitan areas such
as New York, where subway riders have higher incomes than the general population, fareless transit
would be a substantial subsidy for people who do not need one and can well afford their transit rides.™

But one often overlooked challenge with fareless as an equity improvement is that public transit is
often not a very effective means of transportation for low-income people. In an area like Los Angeles,
where most people do not ride transit primarily because it is too slow or inconvenient and doesn’t go
where they need to go, eliminating the fare will not help low-income people for whom existing transit
services are insufficient.’® Many of these folks are likely struggling due to the cost of maintaining or
owning an automobile, or perhaps they are using transit, but the time required to use it eats up a huge
portion of their day, also limiting their economic and social options.
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A far better way to address the inequities in our mobility offerings is to think about providing a mobility
subsidy to low-income people, sometimes termed Universal Basic Mobility (UBM). UBM is based off the
concept of Universal Basic Income (UBI), which has gained some traction through pilot programs but still
appears to be a long way off." In lieu of UBI, UBM can provide a subsidy for low-income people to use
as they see fit.'’® Given smartphone technology, and the ubiquitous nature of smartphones even among
low-income people, providing UBM can be relatively seamless. People who sign up through an app can
get a regular deposit of cash that can only be spent within the app, but that app can be connected to
all possible modes including transit, rideshare, taxi, bike/scooter share, vanpool, or carpool. Enrollees
could also potentially determine that they would rather accumulate the cash to purchase a bike or
e-bike. The idea is to provide maximum flexibility in mobility options for those who need them the most.

The benefits of UBM, when compared to fareless transit, can be substantial. The mobility benefits for
users are obvious; having options provides greater levels of mobility and accessibility. But there could
also be wider mobility benefits for society, as UBM might enable some people to give up their expensive
cars and use alternatives that put less stress on the transportation network and the environment. The
equity benefits are also greater than fareless transit, as the subsidy to low-income people would be
much greater and result in far better mobility. Finally, using UBM instead of fareless shifts responsibility
for equity and mobility away from being the sole jurisdiction of the transit provider, which cannot possibly
undertake and fulfill this responsibility on its own. However, it will also require transit agencies to develop
more open and flexible fare payment systems to enable all providers to seamlessly make their services
available to potential customers.

Conclusions

Free transit is more of a campaign slogan than an effective public policy. It is relatively easy for
political leaders to call for free transit, and much more challenging for them to identify what problem it
solves or how it might be implemented. With transit services typically inadequate compared to private
driving in most major cities most of the time, calling for free transit means making something free that
most people have no desire to use.

However, packaged with other policy decisions, free transit has the potential to be a powerful tool
to address some of our societal challenges. Free off-peak transit, when combined with commitment
to improve those services, can help low-income people at a relatively low cost. Combining free
transit and congestion pricing can provide a funding source for better transit and substantial mobility
improvements. Universal Basic Mobility can provide low-income people with far better accessibility
and do so much more effectively than free transit alone. Developing the right combination requires
clear understanding of the goals transportation leaders are trying to achieve. This is where the
conversation should ideally begin.
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