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3
HIGHWAY AND MASS TRANSIT POLICY TODAY: ISTEA AND TEA-
21, THE INTERMODAL SOLUTIONS

American highway and mass transit policy took a sharp U-turn in 1991. Although the political organizations involved in the reauthorization of the Federal Aid to
Highway Act in 1991 had not changed their respective arguments from previous years, the circumstances surrounding the program’s reauthorization had changed a
great deal. First, the interstate highway system was, for all practical matters, complete. This created a window of opportunity for those interested in altering the status
quo. As one observer stated at the time, during the early years of the Federal Aid to Highway program the shared goal was to get the farmer out of the mud; from 1956
to 1991 the shared goal was to build the interstate highway system; but in 1991 there was no shared goal.! Second, despite the expenditure of hundreds of billions of
dollars, America’s highways and bridges were in relatively poor condition; traffic congestion, especially in the nation’s largest cities, was getting worse, not better;
pollution from automotive exhaust was getting worse, not better; and sprawl was rampant. These unresolved problems created an intellectual justification for
considering major changes in the national government’s highway and mass transit policies. Third, global competition for markets had made American companies very
cost-conscious, replacing large inventories with just-in-time delivery systems that relied on the fast transportation of materials and finished products to manufacturers
and distributors. Because materials and goods were often transported over multiple transportation modes (air, ground, and water) before arriving at their final
destination, American companies, both large and small, needed all of the various modes within the national transportation system to work well together. They wanted
the national government to create what numerous blue-ribbon panels and commissions had been recommending for years: an integrated, comprehensive, coordinated,
and intermodal transportation system. Their participation in the reauthorization process was important because it provided ad-
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ditional political support for organizations, such as the U.S. Conference of Mayors and the American Transit Association, which had been advocating change for years.
Fourth, the Surface Transportation Policy Project, a coalition of environmentalists, urban planners, bicycle enthusiasts, and various transportation consultants,
developed a strong, working relationship with Senator Daniel Patrick Moynihan (D-NY), chair of the Senate’s Environment and Public Works Committee’s
Subcommittee on Water Resources, Transportation, and Infrastructure. Senator Moynihan was convinced that change was necessary, and his subcommittee had
jurisdiction over the Federal Aid to Highways program in the Senate. As a result, although the highway lobby was still active and intent on preserving the status quo,
several factors converged in 1991 that created the possibility for significant change in the nation’s highway and mass transit policies.

COMPETING VIEWS

The House, Senate, and White House took strikingly different approaches to resolving the nation’s surface transportation needs during the 1991 reauthorization of the
Federal Aid to Highway Act. President George Bush (R, 1989—-1993) acknowledged that the nation’s highways and bridges were in relatively poor condition. The
U.S. Department of Transportation had previously reported that 42 percent of America’s 575,000 highway bridges were structurally deficient (closed or restricted to
light traffic) or functionally obsolete, 62 percent of the nation’s paved roads needed to be rehabilitated or replaced, and highway delays in urban areas were escalating
and had exceeded 2 billion hours annually, costing an estimated $34 billion in productivity losses each year.2 Moreover, President Bush was aware of a National
Governors’ Association report that indicated that it would cost at least $1 trillion and perhaps as much as $3 trillion to bring the nation’s highways and bridges up to an
acceptable level over the next 20 years.3 The governors and several other interest groups advocated a major funding increase for highways and mass transit, paid for,
at least in part, by increasing the national government’s excise tax on motor fuels. However, President Bush opposed significant funding increases for highways and
mass transit because the national government’s annual budget deficit had reached a then-record high of $221 billion in fiscal year (FY) 1990, and its cumulative deficit
had reached a then-record high of $3.2 trillion. Also, he was adamantly opposed to another increase in the national government’s fuel taxes. In 1990, he agreed to sign
congressionally sponsored legislation that increased taxes $137 billion over five years to reduce the national deficit. The tax bill increased the national government’s
excise tax on motor fuels five cents per gallon (raising approximately $5 billion annually). Half of the proceeds from the motor fuels tax increase went to deficit
reduction, and half went to the Highway Trust Fund. Conservative Republicans were outraged that the president violated his 1988 presidential campaign pledge of
“read my lips...no new taxes.” He subsequently apologized for accepting the compromise during the 1992 Republican presidential primaries and promised not to allow

taxes to increase again.*
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In February 1991, President Bush announced his five-year, $105 billion reauthorization proposal for the Federal Aid to Highways program. It included a 40 percent
increase in funding for highways and a marginal increase for mass transit. He also announced that he would veto any bill that increased excise taxes on motor fuels or
included highway demonstration projects. The expiring program had included $1.3 billion for 152 congressionally mandated highway demonstration projects. He
opposed demonstration projects because they were not subject to critical review by national or state transportation officials and, in his view, could not be justified on
any grounds other than political expediency.’

President Bush’s proposal was guided by two fundamental principles: that state and local government officials should have a greater voice in project selection and
governmental responsibilities and that financial support should reflect the program’s geographic range-of-benefits. The geographic range-of-benefits argument (assigning
governmental responsibility and financial support according to where the program’s economic and/or social benefits accrue) was used in 1982 by President Ronald
Reagan (R, 1981-1989) to justify his unsuccessful effort to devolve surface transportation programs to states. The concept resurfaced in 1987 and 1988 in a series of
reports issued by the U.S. Advisory Commission on Intergovernmental Relations. President Bush used the argument to justify the consolidation of national highway
programs into two programs: a $43.5 billion, 150,000-mile national highway system consisting of roads with significance for national defense or that carried goods and
people across state lines; and a $22.2 billion, 716,000-mile urban and rural highway block grant for other nationally funded roads. Because the block grant consisted of
roads lacking national significance, it would receive less funding than the national highway system, and its reimbursement rate would be lowered from 75 percent to 60
percent. The reimbursement rate for highways in the national highway system would remain the same, 90 percent for interstate highways and 75 percent for primary
highways. Because mass transit’s benefits accrue primarily within states and metropolitan areas, its funding would be increased only marginally, to $16.5 billion over the
five years, and the national government’s share of capital expenses would be reduced from 80 percent to 60 percent and for new starts from 75 percent to 50 percent.
Operating assistance to 147 mass transit systems in regions with populations exceeding 1 million would be eliminated.®

Convinced that state and local government officials can make wise transportation decisions, President Bush’s proposal allowed states to shift funds between urban
and rural highways, from urban and rural highways to mass transit and, with the exception for new mass transit starts, from mass transit to urban and rural highways. He
argued that this added flexibility would increase program effectiveness.

Senator Moynihan viewed the administration’s proposal as a capitulation to the highway lobby. He worked with the Surface Transportation Policy Project to craft a
radically new direction for the nation’s highway and mass transit programs. His willingness to sponsor radial change in national surface transportation policy was rooted
in his long-term advocacy of the “balanced transportation system” ap-

EBSCO Publishing : eBook Collection (EBSCOhost) - printed on 8/11/2015 6:39 AM via AMERICAN PUBLIC UNIV SYSTEM
AN: 85791 ; Dilger, Robert Jay.; American Transportation Policy
Account: s7348467



Copyright © 2003. Greenwood Publishing Group. All rights reserved. May not be reproduced in any form without permission from the publisher, except fair uses permitted under U.S. or applicable

copyright law.

Page 56

proach mentioned in the previous chapter. He was convinced that the national government’s emphasis on highway construction to end traffic congestion had failed,
primarily because of what traffic engineers referred to as latent demand. They discovered that when motorists noticed a reduction in traffic congestion during peak
demand times, they changed the timing of their trips or made trips that they previously did not make, to take advantage of the added capacity. As a result, increasing
highway capacity tended to have only a marginal, short-term, positive affect on mobility during peak traffic hours. Moreover, additional residential and commercial
development usually followed the introduction of the added capacity, attracting even more traffic and congestion to the area in the long term. Between 1980 and 1991,
major arterial highway capacity in the United States increased 25 percent, but traffic on those roads increased almost 60 percent, creating congested conditions
throughout urban America.” The fact that Senator Moynihan was from New York, an urban state with a relatively high reliance on mass transit, also influenced his
decision to challenge the status quo.

Senator Moynihan crafted a Senate reauthorization bill that reduced the national government’s role in highway and mass transit policy to monitoring state
maintenance of the interstate highway system. The bill allowed states to shift funding for the remaining 800,000+ miles of nationally funded highways to any surface
transportation use of its choice. This added flexibility outraged the highway lobby but appealed to senators from urban states who wanted additional funding for mass
transit and to senators from rural states who wanted additional funding for highways. Because Senator Moynihan was convinced that many state legislatures had an
antiurban bias, the bill strengthened the role of metropolitan planning organizations in project selection.

To avoid a presidential veto, the bill was amended on the Senate floor to include funding for President Bush’s 150,000-mile National Highway System and Surface
Transportation Block Grant. The bill did not increase national gasoline taxes or include highway demonstration projects. However, it authorized funding at $123 billion,
$18 billion more than the administration’s proposal. It also increased mass transit funding to $21 billion over five years, $5 billion more than the administration’s
proposal, and continued mass transit operating assistance for all mass transit systems. It also set reimbursement rates at 80 percent for maintaining and improving
transportation facilities, and 75 percent for new construction. The financial incentive to fund highways over mass transit was eliminated by giving mass transit and
highways the same reimbursement rate. The financial incentive to fund new construction over maintenance was eliminated by giving maintenance a higher reimbursement
rate than new construction. As mentioned previously, the bill enhanced the role of metropolitan planning organizations in project selection. At that time, most
metropolitan planning organizations were advisory bodies, and their recommendations often were ignored. It was generally believed that they were more likely than
state government officials to shift funding from highways to mass transit.8

The highway lobby urged the House Transportation and Infrastructure Committee, which was still working on its reauthorization bill, to retain the program’s
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historic bias toward highway construction and repair. The committee did precisely that. Its bill authorized $151 billion for highways and mass transit over six years
($119 billion for highways and $32 billion for mass transit), $46 billion more than the administration’s proposal and $28 billion more than the Senate’s proposal. It also
included $5.4 billion for 489 highway demonstration projects and financed its higher authorization level by spending down the $11 billion surplus that existed in the
Highway Trust Fund at that time and extending through FY 1999 half of the previous year’s nickel gasoline tax increase that was set to expire after FY 1995.° The
House bill did not include the administration’s proposed block grant. Instead, it authorized separate programs and funding levels for urban highways, rural highways,
statewide highways, and bridges. However, the House did provide states added flexibility to spend urban, rural, and statewide highway program funds on any surface
transportation project of their choice, including mass transit. It also accepted Senator Moynihan’s level playing field argument by setting reimbursement rates at 80
percent for most programs and 90 to 95 percent for interstate construction and maintenance projects, with the larger reimbursement rate offered to states with large
amounts of nationally owned land. 10

ISTEA: THE GRAND COMPROMISE

During the congressional conference sessions, President Bush indicated his willingness to compromise on almost all contested issues because he did not want to be put
into the politically embarrassing position of vetoing a bill that promised to provide thousands of jobs during a recession. The result was the Intermodal Surface
Transportation Efficiency Act of1991, known by its acronym ISTEA (pronounced ICE-TEA).

ISTEA included the House’s position on the program’s scope (six years) and cost ($151 billion). It also included 538 congressionally mandated special highway
demonstration projects ($6.5 billion) and the House’s position on the national government’s share of project expenses (80 percent for most projects, 90 percent for
interstate construction and maintenance, with up to 95 percent for states with large amounts of nationally owned land), financing (spend down the Highway Trust Fund
and extend the motor fuels tax increase), state return on taxes paid (90 percent guaranteed), and funding for mass transit ($32 billion). The Senate’s categories for
highway programs were approved, but at authorization levels closer to those in the House bill, including $6 billion for a new Congestion Mitigation and Air Quality
Improvement program, $7 billion to complete the interstate system, $16 billion for bridges, $17 billion for interstate maintenance and improvements, and $21 billion for
anewly designated 155,000-mile national highway system. The U.S. Department of Transportation was given two years to designate which highways would be
included in the national highway system. States could shift up to half of their national highway system’s funds to other highway programs and mass transit, and states and
localities with serious air pollution problems, designated as areas of “nonattainment,” could shift all of
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their national highway system funds to mass transit with the approval of the U.S. Department of Transportation.

ISTEA also authorized $24 billion for the Surface Transportation Block Grant. Ten percent of its funds had to be set aside for transportation safety programs and
another 10 percent for transportation enhancement activities, defined to include, among other activities, landscaping, the conversion of abandoned railway corridors to
pedestrian or bicycle paths, and the control and removal of outdoor advertising. States could use the remaining funds for a wide range of transportation projects,
including bicycle paths and pedestrian walkways, parking facilities, traffic management and monitoring, and planning. For most states, a complicated instate allotment
formula targeted at least 62.5 percent of the block grant’s discretionary funds to urbanized areas with populations exceeding 200,000.!!

Of particular interest to local government officials, ISTEA required approximately $9 billion of the Surface Transportation Block Grant’s funds to be passed directly
through to metropolitan planning organizations representing urban areas with populations of 200,000 or more. They were to consult with state officials prior to making
final project selections, but, for the first time, they could make those selections without state approval. Also, statewide transportation plans were required for the first
time, in addition to the metropolitan area plans that had been required since 1962. States had to devise both a long-range transportation plan and a shorter-range
transportation improvement plan for all areas within the state. ISTEA also mandated a new style of performance planning for managing and monitoring highway
pavement conditions, bridge maintenance, highway safety programs, traffic congestion mitigation, transit facility and equipment maintenance, and intermodal
transportation facilities and systems. 2 The U.S. secretary of transportation was to issue regulations for these new management systems by December 18, 1993. States
that failed to implement these management reforms by September 30, 1995, would forfeit up to 10 percent of their transportation funds.

In 1987, nine states (California, Colorado, Delaware, Florida, Georgia, Pennsylvania, South Carolina, Texas, and West Virginia) were granted waivers allowing
them to use up to 35 percent of their Federal Aid to Highways funds on toll roads on new, or substantially new, noninterstate highways. As part of its effort to further
decentralize highway and mass transit decision making, ISTEA expanded that option to all 50 states. It also authorized the expenditure of up to $150 million for up to
five experimental demonstration projects involving congestion pricing strategies to reduce traffic congestion. In 1993, the San Francisco Bay Area Congestion Pricing
Task Force, comprising various local government, environmental, and business groups, authored the first congestion pricing proposal approved for funding under
ISTEA. Their proposal increased the toll on the San Francisco-Oakland Bay Bridge during peak demand times in an effort to divert traffic to mass transit. 3
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ISTEA’S LEGACY

ISTEA reflected the promotional politics of the past by increasing funding for both highways and mass transit. It also continued separate programs and administrations
for highways, bridges, interstate maintenance, and mass transit. However, ISTEA also reflected the further disintegration of the highway lobby’s policy monopoly that
had dominated American surface transportation policy making so thoroughly during the construction of the interstate highway system. Although the highway lobby
remained strong, as evidenced by the House Transportation Committee’s acquiescence to nearly all of its positions, several organizations that had previously been on
the outside looking in moved to the forefront of the policy-making process. For example, the Surface Transportation Policy Project, formed in 1990 to increase the
political clout of its constituent groups, worked hand in hand with Senator Moynihan to craft a Senate bill that reflected their views. Although the House subsequently
prevailed on most issues during the conference, ISTEA included several provisions that these organizations had been advocating for years. Specifically, ISTEA
decentralized control over highway and mass transit decision making by creating a $24 billion Surface Transportation Block Grant; provided state and local government
policymakers added flexibility to transfer funds from one program to another; strengthened the role of metropolitan planning organizations in project selection; revised
reimbursement rates to create a “level playing field” for all transportation modes; required new planning styles for such things as traffic congestion management and
pavement maintenance; and placed greater emphasis on intermodal transportation solutions to reduce traffic congestion, combat air pollution, and enhance economic
productivity. In short, ISTEA was landmark legislation that was expected to divert significant amounts of national funding from highways to mass transit. However, that
did not happen.

One of the reasons that states did not divert significant amounts of funding from highways to mass transit, at least initially, was their fear of national sanctions. The
U.S. Department of Transportation took nearly two years to issue its planning regulations, and many states were reluctant to implement new planning procedures in the
absence of those guidelines. Also, most highway and mass transit projects take several years to go from conception, to construction, to use. This meant that many
states had committed funds to a large number of highway projects that were already “in the pipeline” when ISTEA went into effect. As a result, most states were not in
a position to make significant changes in their funding patterns. In addition, most metropolitan planning organizations were not accustomed to playing a major role in
project selection. Many of them lacked the staff, expertise, procedures, and political connections necessary to take on their new responsibilities. 14 Together, these
factors prevented a major shift in highway and mass transit funding patterns during ISTEA’s initial three years. In 1992, state and local governments spent nearly all

(about 97 percent) of their flexible highway funds on highways. 15
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Between 1992 and when ISTEA’s reauthorization process started in 1996, metropolitan planning organizations, particularly ones representing populations greater
than 200,000, strengthened their staff resources, though often through the contracting out of services to planners in the private sector rather than hiring their own
permanent staff. The national government’s new planning procedures were also finally put into place. 16 Nevertheless, most of ISTEA’s funding continued to be spent
on highway construction and repair. State and local government officials “flexed” less than $3 billion of the more than $70 billion that could have been moved from
highway construction to other transportation modes, and most of those flexed funds (55 percent) were in the $6 billion Congestion Mitigation and Air Quality
Improvement program that specifically discouraged, with the exception of funding for high-occupancy vehicle (HOV) lanes, funding highways. 7

In 1996, President Bill Clinton (D, 1993-2001) claimed that flexing nearly $3 billion in highway construction funds to other transportation modes was an indication
that “state and local governments have responded enthusiastically to the increased flexibility in national programs.”!8 Although the amount flexed under ISTEA
increased each year, reaching nearly $800 million in 1996, flexing less than 4 percent of available funds, while noteworthy, was not a major policy shift. Moreover,
most “flexing” occurred in just three states, New York, California, and Massachusetts. 19

There are several reasons that highway and mass transit funding did not undergo a major shift under ISTEA. First and perhaps most important, the public did not
demand change. Most Americans would rather drive to work or to do their shopping than ride a bus, board a train, walk, or ride a bicycle. Most passenger trips in the
United States are made by automobile or privately owned truck (89 percent of daily trips and 92 percent of miles traveled). Bicycling or walking accounts for only 6.5
percent of passenger trips (0.5 percent of miles traveled), mass transit accounts for about 4 percent (3 percent of miles traveled), and rail accounts for less than 1
percent (less than 4 percent of miles traveled). Moreover, the trend is toward greater use of the automobile and truck and less for other transportation modes.?’ The
public’s preference for highway construction and repair projects was also reflected in the policies of 31 states that, at the time, restricted the use of state motor fuel tax
revenue to highway projects. This created a bias in favor of highway construction and repair projects because most states use state fuel tax revenue to finance ISTEA’s
cost-sharing requirements. It appeared that state and local government officials recognized the public’s preference for highway projects and were responding
accordingly.?!

Second, although ISTEA elevated the importance of metropolitan planning organizations, most of them continued to play an advisory role in project selection
because all ISTEA funds had to be allocated in accordance with the state’s transportation plans. Thus, states can veto metropolitan planning organizations’
transportation improvement plans and prevent them from receiving their ISTEA funding. Metropolitan planning organizations can retaliate by vetoing transporta-
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tion projects within their jurisdiction, including projects in the state transportation plan, but they were reluctant to exercise that power because states do not lose ISTEA
funds in that circumstance. States can proceed with partial plans that bypass the metropolitan planning organization. Thus, despite mutual veto powers, state officials
dominated state-local surface transportation decision making, though not to the degree as in the past. Because state Department of Transportation officials traditionally
favored highway construction and repair over mass transit and other nonhighway uses, those funding patterns did not change much under ISTEA. As one study
concluded, state Department of Transportation officials had developed an organizational culture through the years that not only favored highways over mass transit but
also predisposed them to either resist or ignore national mandates to focus on intermodal solutions to traffic congestion.?2

Although ISTEA did not have a large effect on the distribution of resources between highways and mass transit, it changed the process used to reach those funding
decisions and, by changing that process, altered state-local relations in surface transportation policy. Instead of a national-state focus, highway and mass transit policy
became more decentralized, with a greater focus on state control, coupled with increased local government input.?

TEA-21: IF AT FIRST YOU DON’T SUCCEED, TRY AGAIN

ISTEA’s reauthorization process began informally early in 1996 as various surface transportation-related interest groups tried to convince the Clinton administration
and key congressional members that ISTEA needed to be modified. Most of the lobbying dealt with the state-by-state distribution of funds. Hoping to appease
everyone, many members of Congress wanted to increase the program’s funding significantly. Although no one wanted to increase the Highway Trust Fund’s taxes
(18.4 cents per gallon of gasoline and 24.3 cents per gallon of diesel fuel), many advocated the repeal of the 1993 law that diverted revenue generated by 4.3 cents per
gallon of the gasoline tax to the general revenue fund to offset the national budget deficit. They wanted that revenue, approximately $6.5 billion of the nearly $28 billion
generated annually by the Highway Trust Fund at that time, used for highway and mass transit projects. Also, representatives from 18 “donor” states wanted ISTEA’s
funding formulas overhauled to give them a larger share of the program’s funds. They complained that the return on the dollar contributed to the Highway Trust Fund in
1995 varied from 56 cents in South Carolina to $6.40 in Alaska. Although they conceded that some rural, low-population states lacked the population density
necessary to finance their highway systems, they wanted ISTEA’s funding formulas changed to ensure that the variation in the state-by-state return rate was narrowed
considerably. Because many donor states were located in the Southeast, and Senator Daniel Patrick Moynihan (D-NY) was expected to play an important role in
ISTEA’s reauthorization, the reauthorization process had a strong regional overtone reminiscent of earlier Sunbelt-Snowbelt funding battles that had taken place during

the 1970s and 1980s.24 A key difference, however, was
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that since ISTEA’s creation in 1991, the Democratic Party (in 1995) had lost its majority status in the U.S. Senate. Because he was a Democrat, Senator Moynihan no
longer chaired the Senate’s Water Resources, Transportation, and Infrastructure Subcommittee. Although he remained an influential member of the Senate, he was no
longer in a position to dictate Senate action on highway and mass transit policy.

COMPETING INTEREST GROUPS

The STEP 21 Coalition (Streamlined Transportation Efficiency Program for the 21st Century), represented the states of Alabama, Arizona, Arkansas, Florida,
Georgia, Indiana, Kentucky, Louisiana, Michigan, Minnesota, Mississippi, Missouri, Nebraska, North Carolina, Oklahoma, Oregon, South Carolina, Tennessee,
Texas, Virginia, and Wisconsin. It wanted ISTEA’s funding formulas altered to guarantee each state at least 95 cents per dollar contributed to the Highway Trust Fund,
to consolidate ISTEA’s programs into a national highway system (merging ISTEA’s national highway system, interstate maintenance, and portions of its bridge
program) and a new block grant, the Streamlined Surface Transportation Program. The block grant would receive approximately 60 percent of the program’s total
funding and could be used for all existing program activities. They argued that the Surface Transportation Block Grant’s 10 percent set-asides for safety programs and
transportation enhancement activities, coupled with ISTEA’s separate programs for various transportation uses, such as the $6 billion Congestion Mitigation and Air
Quality Improvement program, unduly restricted states’ ability to meet their unique transportation problems. Although they applauded ISTEA’s decentralization, they
wanted even more decentralization, with states playing the primary role in project selection. Their proposals were endorsed by Senator John Warner (R-VA), the new
chair of the Senate Environment and Public Works’ Transportation and Infrastructure Subcommittee, and House Majority Whip Tom DeLay (R-TX).2

California, Ohio, South Carolina, Michigan, and several leading members of Congress, including Representative John Kasich (R-OH) and Senator Connie Mack (R-
FL), advocated the devolution of highway and mass transit policy to states. They wanted to eliminate all but two cents of the national government’s gasoline tax over
three years. The funds from the remaining tax and from nonfuel-related excise taxes would be used for interstate maintenance and surface transportation programs for
nationally owned lands, National Security Highways, and Emergency Relief. States would make all other highway and mass transit decisions, allowing them to
determine their own transportation taxing and spending policies.

The American Association of State Highway and Transportation Officials raised the ire of local government officials by proposing that the 200,000 population
threshold used to determine metropolitan planning organizations’ eligibility for Surface Transportation Block Grant pass-through funding be increased to 1 million. This
change would have increased the authority of state Departments of Transportation in project selection.
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The Alliance for ISTEA Renewal (U.S. Conference of Mayors, National Association of Counties, National League of Cities, American Public Works Association,
American Public Transit Association, Association of Metropolitan Planning Organizations, and Surface Transportation Policy Project) wanted to stop the redirection of
gasoline tax revenue from the Highway Trust Fund, but, otherwise, recommended only minor changes to ISTEA. They strongly objected to the American Association
of State Highway and Transportation Officials’ proposal to increase the population threshold used to determine metropolitan planning organization’s eligibility for pass-
through funding. They also opposed the devolution proposal, fearing that it might result in less funding for mass transit and other nonhighway uses.20 The National
League of Cities, National Association of Counties, and U.S. Conference of Mayors also took the uncommon position of defending national mandates. They defended
ISTEA’s mandates concerning metropolitan planning organizations because those mandates enhanced local government authority at the expense of state government
authority.2’

Finally, the American Highway Users Alliance, representing oil, automobile, and trucking companies, advocated the merger of ISTEA’s various programs into four
national highway programs (National Highway System, Bridges, Safety, and Federal Lands), with at least $10 billion dedicated annually to the national highway system.
Fifteen percent of ISTEA’s funding would be turned over to states in a flexible block grant that could be used for either highways or mass transit. Their proposal was
designed to increase the influence of state government officials in project selection, primarily because they viewed those officials as being more likely than metropolitan
planning organizations to fund highway projects. They also wanted to stop the diversion of Highway Trust Fund revenue to offset the budget deficit. They wanted those

revenues used for highways. 2

NEXTEA

President Clinton’s six-year, $175 billion reauthorization proposal was dubbed NEXTEA (National Economic Crossroads Transportation Efficiency Act). It
retained and increased funding for virtually all of ISTEA’s programs (see Table 3.1). As further proof of the highway lobby’s loss of hegemony over highway and mass
transit policy, NEXTEA included $4.7 billion for Amtrak and made it eligible for Surface Transportation Block Grant and national highway system funding. President
Clinton included funding for Amtrak because it operated a number of commuter rail lines, similar to many light-rail mass transit systems. Also, Amtrak was experiencing
serious financial problems (see Chapter 4). He argued that if mass transit deserved funding, so did Amtrak.

NEXTEA retained the 200,000 population threshold to determine which metropolitan planning organizations received pass-through funding and reduced the number
of planning and program factors that states and metropolitan planning organizations must consider when developing transportation plans from 16 to 7 (economic vitality;
safety and security; accessibility and mobility; environment,
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Table 3.1
Transportation Funding (billions of dollars)
ISTEA NEXTEA ISTEA I1? BESTEA TEA-21¢

National Highway System $20.5 $26.1 $72.7° $352 $28.5
Interstate Maintenance 16.5 26.4 — 28.5 23.8
Bridges 16.2 16.0 — 26.8 204
Appalachian Development Highways — 2.2 1.9 2.2 2.7
Demonstration/High Priority Projects 6.5 — — 9.0 9.0
Other, Primarily Highway Uses 352 26.0 48.5 289 413
Surface Transportation Block Grant 23.9 35.0 429 39.7 333
Congestion Mitigation and Air Quality Improvement 6.0 7.8 7.0 10.0 8.1
Mass Transit 322 355 413 36.7 36.3
Total 157.0 175.0 214.3 217.0 203.4

2 Includes mass transit bill.

5$28.2 billion reserved for interstate maintenance and $8.6 billion for interstate bridges.

An additional $10 billion will be made available if budgetary offsets can be found.
Sources: U.S. Department of Transportation web site (http://www.fhwa.dot.gov/reauthorization/index. htm); House Committee on Transportation and Infrastructure web
site (http://www.house.gov/ transportation/bestea/besteai.htm); and the Surface Transportation Policy Project web site (http://www. istea.org/).

energy conservation, and quality of life; integration and connectivity; efficient management and operation; and preservation of existing transportation systems).
Responding to complaints from rural officials that their state Department of Transportation often ignored their input during project selection, NEXTEA required state
officials to consult with elected officials outside metropolitan planning areas when developing the statewide plan for those areas.

NEXTEA did not stop the redirection of gasoline tax revenue to offset the national budget deficit and made only modest revisions to ISTEA’s state allotment
formulas. Funding for most donor states was increased, and the range of return per dollar contributed to the Highway Trust Fund was narrowed (with a low of 82 cents
per dollar contributed in Alabama, Florida, Georgia, North Carolina, and Tennessee to a high of $5.91 in Alaska), but not to the extent demanded by the STEP 21

Coalition.?

Bill Fay, president of the American Highway Users Alliance, called NEXTEA “the highway robbery announcement” because it increased funding for mass tran-
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sit and the mass transit- friendly Congestion Mitigation and Air Quality Improvement program, added funding for Amtrak, continued the redirection of Highway Trust
Fund money to offset the budget deficit, and only marginally increased highway funding. Representative Bud Shuster (R-PA), chair of the House Transportation and
Infrastructure Committee, announced that he was disappointed in NEXTEA’s funding (he wanted at least $180 billion over six years) and in the Clinton administration’s
refusal to move the Highway Trust Fund off-budget. He also objected to the redirection of Highway Trust Fund revenue to offset the budget deficit and the use of the

$20 billion in unspent funds in the various transportation-related trust funds to mask the deficit’s extent.3

THE BUDGET AGREEMENT

As the House and Senate Transportation Committees worked on their respective reauthorization bills, House and Senate leaders, chairs of the House and Senate
Budget Committees, and White House representatives were busy negotiating an agreement to balance the national budget by FY 2002. In May 1997, they announced
their final agreement. It allotted $125 billion over five years for highways and mass transit. The House and Senate Transportation Committees were outraged.
Representative Shuster organized an all-out attempt to amend the budget agreement on the House floor to increase highway and mass transit funding to $137 billion.
House Speaker Newt Gingrich (R-GA) opposed the amendment and viewed it as a personal affront to his authority. The amendment was voted on at 3:00 A.M. on
May 21, 1997. It was defeated, 216214, with the vote falling largely along party lines (Republicans opposed the amendment, 58—168, and Democrats supported it,
156-48). A similar bill was introduced in the Senate by Senators John Warner (R-VA) and Max Baucus (D-MT), the Senate Environment and Public Works

Committee’s ranking minority member. Their amendment also failed narrowly, 51-49.31

A NEW ERA FOR HIGHWAY POLITICS

NEXTEA and the two 1997 budget amendment votes were additional evidence that the relatively tranquil and predictable client and majoritarian politics that had
dominated highway and mass transit policy during the construction of the interstate highway system had given way to the much more turbulent, partisan, and conflict-
filled world of interest group politics. Organizations, like the Surface Transportation Policy Project, had broken the highway lobby’s policy monopoly and were now
winning concessions. Their success was aptly demonstrated by the renaming in 1991 of the Federal Aid to Highway Act to the Intermodal Surface Transportation
Efficiency Act. The word highway no longer appears in the program’s title. Moreover, the tax battles in 1997 demonstrated that the House and Senate Transportation
Committees lost hegemony over highway and mass transit policy to the House and Senate Budget Committees. The Highway Trust Fund is
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now considered by many as just another pot of money that can be used to help balance the national budget. As a result, congressional debate over highway and mass
transit policy is no longer focused primarily on how to best combat traffic congestion and enhance congressional reelection prospects by providing opportunities for
claiming credit for highly visible construction projects. Congressional debate over highways and mass transit policy is now also embroiled in the highly partisan and
conflict-filled debate over national fiscal policy.

SHORT-TEA

Following their failed attempt to amend the budget agreement, the House and Senate Transportation Committees became hopelessly deadlocked over formula
allocation issues. Without additional funds, any changes in the funding formulas became a zero-sum game, and compromise became impossible. As the summer dragged
on without any significant breakthroughs, the prospects of reauthorizing ISTEA before it expired on October 1, 1997, began to fade. In near desperation, both the
House and Senate Transportation Committees passed reauthorization bills in September 1997 that exceeded the budget agreement’s spending limits. The bills were
expected to face significant opposition on both the House and Senate floors but were never put to a vote because the reauthorization process stalled in the U.S. Senate.
At that time, the Senate was engaged in a protracted and highly partisan struggle over campaign finance reform legislation. Senate Democrats filibustered the Senate’s
reauthorization bill when it reached the Senate floor in an effort to force the Republican leadership to allow a vote on campaign finance reform. They knew that ISTEA
and the congressional session were about to expire. After four failed cloture votes, Senate Majority Leader Trent Lott (R-MS) announced that a vote on campaign
finance reform would take place in March 1998. He also announced that the Senate did not have enough time left in the session to deal with the reauthorization bill and
all of the other legislative business still pending before the Senate. He then held several meetings with House and Senate leaders, and they subsequently agreed to
extend ISTEA through May 1, 1998, and restart the reauthorization process during the next legislative session. The reauthorization bill, nicknamed Short-TEA (Surface
Transportation Extension Act of 1997), was approved by the House and Senate without much debate, and President Clinton signed it into law on December 1,

1997.32

TEA-21

Following the holiday recess, the White House announced that the robust economy was bringing in more revenue than expected, and, for the first time since 1969, the
national government was going to have a budget surplus. Although President Clinton asked Congress in his 1998 State of the Union Address not to touch the projected
budget surplus until addressing Social Security, everyone involved in
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ISTEA’s reauthorization saw the surplus as the means to end the deadlock between donor and donee states.3

On March 2, 1998, Senator Lott and Senate Budget Committee Chairman Pete Domenici (R-NM) announced that they had agreed to increase highway funding to
$173 billion over six years, a 38 percent increase over ISTEA’s $124.8 billion for highway projects. Senators Lott and Domenici’s announcement was telling. The
chairs of the Senate’s Environment and Public Works Committee and its Subcommittee on Water Resources, Transportation, and Infrastructure Subcommittee were
not present at the announcement and played a minor role in the deliberations. They had lost control over highway and mass transit policy.

Most of the additional funding was used to guarantee each state at least 91 cents for each dollar that its highway users paid into the Highway Trust Fund. The
increased revenue came from the general revenue account, not the Highway Trust Fund. This meant that the additional funding would have to survive the annual
congressional appropriations process. Three days later, Senate Banking Committee Chairman Alfonse D’ Amato (R-NY) and Senator Domenici announced that their
committees had agreed to increase mass transit funding to $41 billion over six years. The additional $5 billion authorization was, like the additional highway funding, to
come from general revenue and was not guaranteed.

After seven days of floor debate (with a total of 531 amendments filed), the Senate approved its reauthorization bill, ISTEA II, 96—4, on March 12, 1998. The six-
year, $214 billion bill authorized $173 billion for highways, including $42.9 billion for the Surface Transportation Block Grant, $72.7 billion for the Interstate and
National Highway System, $7 billion for the Congestion Mitigation and Air Quality Improvement program, and $41.3 billion for mass transit (see Table 3.1). States
were required to spend at least $28.2 billion of their Interstate and National Highway System funds for interstate highway maintenance and at least $8.58 billion of
those funds for interstate bridge construction and repair. It included the Clinton administration’s proposals to reduce the number of planning factors used to select
projects from 16 to 7 and strengthen the role of local elected officials in the designation of projects outside metropolitan areas. The Senate also approved, 62—32, an
amendment to withhold national highway funds from states that refused to lower their drunken driving blood alcohol concentration level from .1 percent to .08 percent.
States would lose 5 percent of their transportation funds if they did not enforce the .08 standard by October 2001 and 10 percent in subsequent years. Only 15 states
had the .08 percent limit at the time of passage.3*

The House approved its reauthorization bill, BESTEA (Building Efficient Surface Transportation and Equity Act), on April 1, 1998, 337-380. It authorized
$181 billion for highways and $36 billion for mass transit and retained most of ISTEA’s funding categories, including separate programs for bridges and interstate
maintenance (see Table 3.1). Each state was guaranteed 95 cents for each dollar that its highway users contributed to the Highway Trust Fund. It also included the
administration’s proposals to reduce the number of planning factors that states and metropolitan planning organizations employ when selecting projects from 16 to 7
and
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to strengthen the role of local elected officials in the designation of projects outside metropolitan areas. Instead of mandating blood alcohol concentration levels for
drunk driving, it authorized $260 million for Alcohol Traffic Safely Incentive Grants. States that established at least five of eight specified alcohol-impaired driving
countermeasures were eligible for funding. One of the eight countermeasures was the acceptance of a prescribed list of penalties for driving under the influence and
defining driving under the influence as any individual with a blood alcohol concentration level of .08 or greater.35

BESTEA generated considerable critical media attention for earmarking $9 billion for 1,467 construction projects located in 350 congressional districts.
Representative Shuster defended these “high-priority” projects against allegations that they were political pork designed to attract support for the bill. He claimed that
each project had survived a 14-point review process and were certified as a high priority by the state’s secretary of transportation. Also, a group of fiscally
conservative Republicans, led by Representative Kasich, criticized BESTEA for exceeding the budget agreement’s spending caps. He offered an amendment to
devolve highway and mass transit policy to states, but it was soundly defeated, 98-318.3

After weeks of negotiations, House and Senate conferees agreed to include in the Transportation Equity Act for the 21st Century (TEA-21) $167.1 billion for
highways and $36.3 billion for mass transit over six years. This was approximately the amount of revenue expected to be generated by the Highway Trust Fund and
was a symbolic victory for Representative Shuster, who had long advocated earmarking all such revenue for highway and mass transit uses. Conferees cut veterans’
programs by $15.5 billion and social services programs by $1.8 billion to make up for the amount that the bill exceeded the budget agreement’s spending caps. An
additional $10 billion was made available ($6 billion for highways and $4 billion for mass transit) if other budgetary offsets could be found in the future (see Table 3.1).
Each state was guaranteed at least 90.5 percent of the amount of revenue that its highway users paid into the Highway Trust Fund. ISTEA’s basic structure was
retained (the Bridge and Interstate Maintenance programs were kept as separate entities), the number of planning factors used when selecting projects was reduced
from 16 to 7, and the role of local elected officials in the designation of projects in nonmetropolitan areas was strengthened. The House’s $9 billion request for 1,467
demonstration projects was reduced to $7 billion, and $2 billion was added for Senate demonstration projects (increasing the total number of demonstration projects to
1,850). Language making Amtrak eligible for Surface Transportation Block Grant and Interstate and National Highway System program funding was deleted, but
Amtrak was made eligible for Congestion Mitigation and Air Quality Improvement program funding. The Senate’s drunk driving mandate was dropped. In its place, a
$500 million Safety Incentive Grant was created. States that enforce the .08 blood alcohol concentration standard for determining when an individual is considered to
be intoxicated while driving were eligible to receive funding from the new grant program.3” This issue was revisited in 2000. Senator Frank Lautenberg (D-NJ), with
the assistance of a persistent and highly visible lobbying
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effort by Mothers Against Drunk Driving, led an effort that resulted in legislation requiring states to adopt the .08 blood alcohol concentration standard by 2004 or lose
2 percent of their national highway funds. The crossover sanction increases to 8 percent by 2007. States that adopt the standard by 2007 would be reimbursed for any

lost funds. At that time, 31 states had drunk driving blood alcohol concentration levels above the .08 threshold.38

THE 1990s: A DECADE OF MODEST CHANGE FOR HIGHWAY AND MASS TRANSIT POLICY
OUTPUTS

ISTEA and TEA-21 provided state and local government officials more programmatic flexibility and created an opportunity for major, dramatic change in the
distribution of highway and mass transit funding. However, an analysis of state and local government funding decisions made during the 1990s, representing more than
360,000 individual highway and mass transit projects, revealed that most state and local governments chose not to make radical changes in their funding decisions.®
For example, between 1992 and 1999 state Departments of Transportation received almost $50 billion in “flexible” funds that could have been spent on any highway
or mass transit project. They spent 87 percent of those funds on highway and bridge projects ($43.3 billion). Less than 7 percent of those funds was spent on
alternative transportation modes, such as mass transit ($3.3 billion), and almost all (82 percent) of those funds were flexed by just five states (California, New York,
Pennsylvania, Oregon, and Virginia). The remainder of the flexed funds were spent on administration and planning ($496 million), intelligent transportation systems
($191 million), and other projects ($2.6 billion).*0

Although most states chose not to redirect significant amounts of funding to mass transit, they did redirect funding in other ways. Over the decade, the proportion of
national funds spent on road repair and maintenance increased from 39 percent in 1990 to 47 percent in 1999, the proportion spent on new and widened highways and
bridges declined from 35 percent to 28 percent, the proportion spent on mass transit declined from 21 percent to 17 percent, the proportion spent on safety declined
from 5 percent to 4 percent, and the proportion spent on administration and planning increased from 1 percent to 3 percent. However, under TEA-21, the proportions
spent on road repair and maintenance, new construction, and mass transit began to revert toward the proportions in place prior to ISTEA. The proportion of funds
spent on road repair and maintenance fell from 49 percent in 1998 to 47 percent in 1999; the proportion spent on new and widened highways and bridges increased
from 23 percent to 28 percent; and the proportion spent on mass transit declined from 19 percent to 17 percent.4!

Meass transit advocates worried that the renewed emphasis on highway and bridge construction in 1999 and 2000 may signal the beginning of a trend away from
mass transit and other alternative transportation modes. However, at least part of the escalation of highway spending in 1999 and 2000 resulted from a single project:
Boston’s Central Artery/Tunnel Project, known as the “Big Dig.” This
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7.5-mile highway project is replacing Boston’s Central Artery, a six-lane elevated freeway through Boston’s downtown. The new highway is an 8- to 10-lane
underground expressway that includes a 14—lane, two-bridge crossing of the Charles River and a new tunnel under Boston Harbor. The project’s cost has far
exceeded initial estimates and is expected to exceed $13.6 billion. The trend toward highway and bridge construction could also be a reflection of pent-up demand.
During the 1990s, over $100 billion in national funds was spent on road repair and maintenance (increasing from $5.8 billion in 1990 to $16 billion in 1999), compared
to $57 billion for new and widened highways and bridges (increasing from $5.1 billion in 1990 to $9 billion in 1999).42

Government spent nearly $1 trillion on highways and bridges during the 1990s, with states contributing approximately $500 billion, local governments contributing
about $250 billion, and the national government contributing nearly $200 billion. Yet, road conditions did not improve. The U.S. Federal Highway Administration ranks
roads as being very good (roads with new or nearly new pavement), good (roads not requiring improvements in the near future), fair (roads likely to need improvement
in the near future), mediocre (roads in need of improvement in the near future), and poor (roads in need of immediate improvement). In 1990, the U.S. Department of
Transportation reported that 53 percent of nationally financed roads were in less than good condition. In 2000, that percentage had increased to 58 percent. Bridges
fared better. In 1990, the U.S. Department of Transportation reported that 24 percent of the nation’s bridges (137,865 of 572,205) were structurally deficient (in need
of significant maintenance attention, rehabilitation, or replacement). In 2000, that percentage had been reduced to 15 percent (88,150 of 585,542).43

Government spent over $ 160 billion on mass transit during the 1990s, with state and local governments providing about 75 percent of the total (approximately $120
billion) and the national government providing about 25 percent (approximately $42 billion). The national government’s mass transit spending nearly doubled during the
1990s, increasing from $3 billion in 1990 to nearly $6 billion in 1999, and reached $7 billion in 2002. State and local government mass transit spending also doubled
during the 1990s, reaching nearly $14 billion in 1999. The increase in government funding for mass transit played a large role in halting the long-term decline in mass
transit riders that had been taking place since the end of World War II. The turnaround began in 1997, when the number of unlinked mass transit passenger trips, which
had declined from 8.5 billion trips in 1990 to 7.9 billion in 1996, started to increase. By the decade’s end, the number of unlinked mass transit passenger trips had
increased to 9.1 billion annually and in 2001 reached 9.5 billion. Mass transit’s advocacy groups attributed the turnaround to improvements in the quality and extent of
bus and commuter train service. During the 1990s, bus service mileage was increased 13 percent, and more than 300 additional miles of rail line was placed into
service. Mass transit advocacy groups were quick to point out that from 1995 to 2000, mass transit use increased 21 percent while automotive use increased 11
percent. The only other times that mass transit use had
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grown faster than automotive use were during the recession years of the early 1980s, the Arab oil embargo of 1973, and World War I1.4

Although national government funding for mass transit has increased dramatically, that increase needs to be placed into perspective. Between 1990 and 1999,
national government spending on mass transit increased 75 percent. Over those same years, national government spending on highways and bridges increased 124
percent. Moreover, mass transit funding, as a percentage of national government funding for highway and mass transit projects, is less under TEA-21 (17 percent) than
under ISTEA (21 percent).45

Two other new trends were evidenced during the 1990s. First, funding for administration and planning rose dramatically, from $257 million in 1990 to $893 million in
1999. The increased expenditures for planning and administration are directly attributable to ISTEA and TEA-21’s mandate to develop state and local government
short- and long-range planning documents that focus on intermodal solutions to traffic mobility and to broaden public participation in the decision-making process. Prior
to ISTEA, the decision-making process was primarily limited to highway engineers, contractors, and a relatively limited number of appointed and elected government
officials. Because states are not required to measure progress toward public participation goals, it is difficult to determine if additional funding for administration has had
its intended effect. However, as mentioned previously, overall funding patterns have not changed much, suggesting that additional funds for planning and administration
have not resulted in dramatic changes in the outcome of most decisions. However, anecdotal evidence suggests that public participation in the decision-making process
improved in metropolitan areas served by metropolitan planning organizations. But, overall, public participation has not increased as much as ISTEA and TEA-21’s
advocates had hoped. In many areas, the public’s participation in the decision-making process is often limited to invitations to public hearings that are held after many, if
not all, final decisions have been made.*® Second, although funding for bicycle lanes and pedestrian walking/jogging paths remains relatively small compared to highway
and mass transit programs, funding for these purposes increased significantly, from $7 million in 1990 to $222 million in 1999. Moreover, these figures understate the
amount spent on bicycle lanes and pedestrian walking/jogging paths because these projects are often part of larger highway and bridge construction projects that do not
report expenditures on these projects separately. Although the spending figures are still relatively small, they represent a departure from the past, when expenditures on
such projects were nearly nonexistent.

CONCLUSION

Although ISTEA and TEA-21 did not result in a revolutionary change in highway and mass transit spending patterns on a nationwide basis, they made it possible for
states to make revolutionary changes. An analysis of state funding decisions conducted by the Surface Transportation Policy Project revealed that nine states,
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Alaska, California, Connecticut, Illinois, New Jersey, New York, Rhode Island, Vermont, and Washington, made significant changes in their funding decisions during
the 1990s. These nine states are more likely than others to spend a larger proportion of their funds on repairing highways and bridges than building new ones; spend
more than one-third of their Congestion Mitigation and Air Quality Improvement program funds on projects that have long-term, as opposed to short-term, air quality
benefits; flex funds from traditional highway and bridge programs to other transportation modes; and spend a relatively high proportion of their funds on mass transit
and safely programs. The Surface Transportation Policy Project also praised Delaware and Hawaii for increasing spending on alternative surface transportation modes
and on repairing highways and bridges. Also, while spending outcomes may not have changed much, the decision-making process changed dramatically, especially in
large metropolitan areas. They now have a broader range of participants in the decision-making process and greater emphasis on area-wide planning and intermodal
solutions. This change is significant because those areas have the nation’s worst traffic congestion problems.

Finally, highway and mass transit policy was transformed during the postinterstate highway era. The relatively tranquil and predictable client and majoritarian politics
of the interstate highway construction era gave way to a more bellicose, partisan, and less predictable interest group politics. Importantly, the highway lobby lost its
dominance over highway and mass transit outcomes, and the House and Senate Transportation Committees lost hegemony over highway and mass transit policy to the
House and Senate Budget Committees. Surface transportation policy making is now much more open and less predictable than in the past.
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