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Abstract

This study analyzes the cost structure of a set of medium-large, U.S.
urban public transit firms, with special attention to the issue of scale
economies in the production of transit services. Short and long-run
costs are modeled using two of the more commonly-employed

The translog (short run) variable cost function can be written as: Results

Returns to Size and Capacity Utilization
Table 5 provides estimates of returns to size and
capacity utilization for the translog cost function,
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and size, raising questions about the source of increasing returns.
Lastly, while the more general translog specification allows for a more
flexible production structure, its estimation constraints and large
number of parameters make it more difficult to properly estimate and

Input demand equations. These input demand equations are
obtained by differentiating the cost function with respect to factor
prices and employing Shephard’s Lemma:

a Short-run, variable cost function with vehicle miles as output

b Short-run, variable cost function with passenger boardings as output
¢ Long-run, total cost function with vehicle miles as output
d Long-run, total cost function with passenger boardings as output
Notes: Pi = Price of input i, f = fuel, k = fixed capital factor (rolling stock), | =
labor, m = materials, VM = vehicle miles, pax = passenger boardings, N =

Factor Demand and Substitution
In addition to estimates of returns to scale,
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the five or six largest bus systems in the U.S.




