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Michael Schabas 
§ Toronto native, TTC rider since 1961, cyclist
§ U of T Architecture School, Harvard Kennedy School
§ Consultant to governments, transit agencies, private operators, investors, 

developers, World Bank, constructors and manufacturers, activist groups 
§ Experience with all kinds of transit in more than 20 cities and 20+ countries
§ Transit commuter in Toronto, Vancouver, Honolulu, London, Boston, 

Frankfurt, Berlin, Beijing
§ 1997 – 2003 shareholder and Director of rail and bus companies in UK, 

Germany, Australia, Estonia
§ Author of the Neptis Review of the Big Move (2013) www.neptis.org

Views and opinions are mine and may not represent 
those of my clients. I speak only for myself.

http://www.neptis.org/
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Policy Objectives

§ Efficient, effective public transit
§ Planned to support efficient urban and sustainable 

development
§ Delivered for low capital and operating costs 
§ Fast, frequent service that is competitive and attractive to 

use (compared with other modes) for the entire 
population

§ Affordable to passengers and taxpayers
§ Fares that do not deter use
§ Subsidies that are not a burden on taxpayers
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Why is Transit So Difficult?
§ Each city has unique characteristics
§ Legacy investments constrain technology and service choices
§ Geography and development patterns affect cost and viability 

of different services
§ Limited knowledge of own city
§ Vague awareness of how cities differ from each other
§ Challenges of working in any complex technical area

§ Lack of understanding of issues (unintended consequences)
§ Staff and producers may “capture” the industry – leading to inefficient 

practices – and resistance to innovation
§ Experts may have their own agendas – leading to sub-optimal or 

ineffective investments
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Toronto seems to do pretty well – but why?
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Transit-Oriented Development
Success of transit depends on compatible densities AND 
urban form.
50 years ago Toronto led the world with integrated office and 
retail development.
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What is different about Toronto?
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What is different about Toronto?

§ Low crime rate
§ Favourable transit culture
§ Good transit network, even in 

new suburbs
§ Municipal governments that 

actually work
§ Growth-driven planning
§ In Canada . . . .
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What is different about Toronto?
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What are the problems?

§ Lack of transit – development 
integration

§ Limited service integration between 
municipalities

§ Slow transit expansion to the suburbs
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Who Planned this?
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Who planned this?
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Pioneer Village – TTC Bus Station



20 20 20/02/2019

Pioneer Village – York Region Transit Bus Station
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Why 10 years to build?
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Who planned this?
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Who Planned this?

Finch LRT
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Why not this?
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Who pays?

§ Why is transit different from water, electricity, telecoms?
§ Until 1960,  TTC covered all its costs from fares and even paid for 

subway construction from fares
§ But the province spent money on roads and people bought cars –

but also began to give capital support to subways
§ Wages also rose faster than fares
§ In 1970, the province abolished the zone fare system and began 

operating subsidies – setting the target of 70% opex recovery
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How does Toronto do?
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Smarter Fares

§ As a Natural Monopoly, fares (prices) should:

§ be above marginal cost – to give price signals to users and producers

§ otherwise reflect Ramsay Pricing principles

§ Chip card technology enables more efficient, and more complex pricing

§ Implications are: 

§ High fares for radial commuters to the CBD, by distance. Indirectly paid 

by CBD property owners

§ Much lower fares for non-radial and off-peak trips, and trips by slower 

surface modes

§ Much lower fares or free travel for families, students, children, seniors, 

unemployed

§ Feeder bus and parking charges need to be understood as part of the 

package
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§ High bus ridership on 
suburban corridors

§ Some low floor, articulated, 
and express routes

§ And used by the non-poor . .
§ Could new technology and 

smarter fares bring revenues 
above operating costs?

Bus Services in Toronto
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Bus Services in London
§ All delivered under gross-cost 

contracts, competitively tendered
§ Most vehicles privately owned
§ TfL specifies frequency, capacity, and 

vehicle quality
§ Payments are adjusted based on 

“excess wait time”, calculated 
automatically

§ Unit costs reduced about 40% and 
ridership DOUBLED

§ Many quality and comfort 
improvements

§ Services now operated by companies 
from Singapore, France, Germany, 
Netherlands and UK
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Who Pays for GO Expansion?

Source:  GO RER Init ial  Business Case
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Who Delivers? – Urban Rail

Toronto – Line 1 to Vaughan
§ 9km
§ 6 stations
§ All underground
§ Built in 10 years
§ 60,000 daily riders
§ 2018 $3.5bn
§ 2 crew per train
§ 5 minute headways all day
§ Multi-contract procurement
§ TTC in-house

Vancouver – Canada Line
§ 19km
§ 16 stations
§ Half underground
§ Built in 4 years
§ 120,000 daily riders
§ 2018 $4bn capex
§ Driverless
§ 2 minute headways all day
§ 30 year DBFOM (Design-Build-

Finance-Operate-Maintain) 
contract
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Who Delivers? – Operations (partial list)

Hong Kong MTR (HK SE)
§ Stockholm Metro
§ London Crossrail
§ Beijing Line 4, Shenzhen etc.
§ Melbourne M-Trains
§ Sydney Metro
Keolis (French Railways + CDPQ)
§ London Thameslink
§ Lille Metro 
§ Boston Commuter Rail
§ K-W ION
§ Montréal REM

RATP Dev (Paris City)
§ Johannesburg Gautrain
§ Manchester Metrolink
§ Manila Metro
§ HK Trams
§ Algiers Metro
§ Washington Tram
DB Arriva (German Railways)
§ UK Cross Country
§ London Overground
§ Denmark regional
§ California High Speed Rail
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Who Owns? London
Infrastructure Vehicles Operations Fares

Subway 
(Underground)

TfL (London 
Government)

TfL TfL TfL

LRT TfL, some private TfL Private – Gross 
Cost

TfL

Overground
Crossrail

Mostly Network 
Rail (UK 
Government); 
some TfL

Private - Leased Private – Gross 
Cost

TfL

Bus Garages: Private Mostly Private Private – Gross 
Cost

TfL

Regional Rail
Thameslink

Network Rail (UK 
Government)

Private - Leased Private – mostly 
Net Cost

TfL and Private

Heathrow 
Express

Heathrow Airport 
Limited (Private)

Private - Leased Private Heathrow Airport
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Who Owns? Frankfurt

Infrastructure Vehicles Operations Fares

Subway (U-Bahn) Municipalities Municipalities Municipalities Transport 
Associations

LRT Municipalities Municipalities Municipalities Transport 
Associations

City buses Municipalities Mix of public and 
private

Mix of public and 
private

Transport 
Associations

Regonal Bus Mix of public and 
private

Mix of public and 
private

Mix of public and 
private

Transport 
Associations

Regional Rail DB Infra (Federal) Various public 
and private

Various public 
and private

Transport 
Associations and 
DB Regio
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Who Owns? Singapore

Infrastructure Vehicles Operations Fares

Subway (MRT) State State Private Independent 
Regulator

LRT State State Private Independent 
Regulator

City buses Private Private Private Independent 
Regulator
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Who Owns? Hong Kong

Infrastructure Vehicles Operations Fares

Subway (MTR) Private Private Private Independent 
Regulator

LRT Private Private Private Independent 
Regulator

City buses Private Private Private Independent 
Regulator

Ferries Private Private Private Independent 
Regulator
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§ Regional transit (rail, subways, highways)  
§ Should be planned at a regional level or higher
§ integrated with land use planning and regional economic 

strategies
§ Local trains (Bus and Streetcars) 

§ Should be planned at local level
§ integrated fares, minimum standards should be set at a 

regional level, but 
§ higher frequency, routes, quality, comfort can be decided 

(and funded) locally

Who should PLAN?



44 44 20/02/2019

§ Regional transit (rail, subways, highways) 
§ Smart Fares, using Ramsay principles
§ Indirectly, by business property owners
§ General taxes
§ Transit-oriented development

§ Local transit (Bus and Streetcars) 
§ “Smart Fares”
§ Local government, where services above regional 

standards are desired

Who should PAY?
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Who should DELIVER?
§ Regional transit (rail, subways, highways) 

§ Through performance-based integrated contracts, 
including capital investment (DBFOM model)

§ Local trains (Bus and Streetcars) 
§ Through performance-based contracts on 3 – 5 

year contracts 
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michael.schabas@fcpworld.net

mailto:michael.schabas@fcpworld.net
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