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2
HIGHWAY AND MASS TRANSIT POLICY, 1956 TO 1990

Disagreements over funding, particularly how to deal with the escalating cost of completing the interstate highway system, dominated American highway and mass
transit policy throughout the 1956 to 1990 period. Other recurring issues involved efforts to divert revenue from the Highway Trust Fund to mass transit, use crossover
sanctions to achieve political goals not necessarily associated with moving people and goods from place to place, alter routing decisions and funding patterns to help
cities and prevent suburban sprawl, and alter routing decisions and funding patterns to keep minority neighborhoods intact and promote the interests of the urban poor.
During the 1970s, the deregulation of the trucking industry also became a hot political issue.

Congress addressed each of these issues in isolation from the others and from its decisions concerning other transportation modes, including intercity passenger rail
service and civilian air service. It did this, even though numerous studies, conducted by academics as well as government-sponsored blue-ribbon panels, criticized the
national government for failing to develop a unified and integrated transportation system that reflected the strengths and weaknesses of each transportation mode. For
example, in 1942 the National Resources Planning Board criticized the national government for promoting the expansion of each transportation mode indiscriminately
instead of coordinating the modes to maximize the nation’s mobility. In 1949, the Hoover Commission argued that the fragmentation of authority brought about by a
host of promotional, regulatory agencies prevented the national government from effectively developing or coordinating the nation’s transportation system.! In 1961, the
Doyle Report, written for the U.S. Senate Committee on Interstate and Foreign Commerce, cited Congress’s decentralized committee system, which provides
jurisdiction over the various transportation modes to different committees and subcommittees, as one of the
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primary reasons that the national government had failed to develop an integrated national transportation policy that took into account the various transportation modes’
strengths and weaknesses. It proposed the creation of a U.S. Department of Transportation within the executive branch to serve as a counterweight to Congress’s
decentralized decision-making process and the consolidation of the Civil Aeronautics Board (which regulated the airline industry), the Interstate Commerce
Commission (which regulated the trucking, pipeline, and railroad industries), and the Federal Maritime Board (which regulated the inland water transportation industry)
into a single National Transportation Commission to regulate the economic activities of all transportation modes in a single place. It also recommended the creation of a
House and Senate Joint Committee on Transportation to serve as a focal point for coordinating transportation legislation in Congress.?

The U.S. Department of Transportation was created in 1966. Instead of formulating a grand design to weave the various transportation modes into a single, cohesive
system, the national government continued to follow the path of least political resistance, which was to act in a piecemeal fashion; appease the various transportation
industries’ lobbying organizations by increasing funding for all transportation modes indiscriminately; and, in recognition of the highway lobby’s political power, focus
most of its transportation resources on the completion of the interstate highway system.

One new development was the intrusion of “outsiders” into the surface transportation policy-making process who were interested in raising gasoline taxes for
purposes other than funding transportation projects, such as reducing the national budget deficit and conserving energy. Although the highway lobby (automotive and
truck manufacturers and their related unions, oil companies and refineries, tire manufacturers, asphalt and concrete suppliers, trucking companies, etc.) and other
transportation interests fought to retain their hegemony over surface transportation policy outcomes, outside interests won several key battles during the 1980s that
changed the nature of the national government’s transportation policy-making process, making it more partisan, more prone to conflict, and less predictable.

ESCALATING HIGHWAY CONSTRUCTION COSTS

Escalating highway construction costs arose as an issue almost from the very start of the interstate highway project. In 1957, national highway administrators reported
that the initial cost estimate of $27 billion to complete the interstate highway system was unrealistic. They estimated that it would cost at least $37 billion, with the
national government’s share being $33.9 billion. Most of the additional cost was due to legitimate expenses, such as purchasing land for the system and incorporating
improved, more expensive highway design and safety features. Congressional conservatives complained that a good portion of the additional cost was due to the
Davis-Bacon Act’s prevailing wage rule. It required construction compa-
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nies working on interstate highways to pay employees the locally prevailing wage as determined by the U.S. secretary of labor. Labor organizations and many
Democrats, primarily because they were politically allied with organized labor, defended the prevailing wage rule. A largely unexpected additional expense was due to
corruption among state highway officials. Investigations in 1957 revealed that Indiana state highway officials used their insiders’ knowledge of where the interstate
highway system was to be constructed to purchase land along the highway’s right-of-way. After the route was announced publicly, they sold the land to the state
highway department, making a 500 percent profit. Similar practices were discovered in Oklahoma and Florida in 1961 and in Massachusetts in 1962.3

By this time, the highway lobby was widely recognized as one of the nation’s politically most powerful lobby organizations, spending millions of dollars to help elect
or defeat candidates and employing millions of voters. The highway lobby’s political strength, coupled with the public’s support for the interstate highway system’s
completion, led Congress in 1959 to increase the national government’s gasoline excise tax to four cents a gallon to prevent the interstate highway system from falling
hopelessly behind schedule. This increased the Highway Trust Fund’s revenue from about $1.5 billion annually to $2.9 billion annually (see Table 2.1).

In a testimonial to the highway lobby’s influence, in 1961 Congress appropriated an additional $900 million from general revenue to keep the construction of the
interstate highway system on schedule. It also increased excise taxes on inner tubes, tire retreads, and other automobile-related products to further ensure that the 1972
completion date was met. Most policymakers thought that the cost overrun problem was solved. However, in 1965, the U.S. Department of Commerce increased the
interstate system’s construction cost estimate to $46.8 billion. Three years later, the newly formed U.S. Department of Transportation revised that figure to $56.5
billion. Faced with the escalating cost of financing the Vietnam War and with the prospect of incurring large budget deficits, in 1966 Congress delayed the interstate
system’s targeted completion date to 1973. Two years later, Congress extended the deadline to 1974.4

In 1972, the interstate highway system was still only 70 percent complete, and the estimated cost to complete the system had risen to $76.3 billion. Faced with
increased pressure from public interest groups (such as the National League of Cities and U.S. Conference of Mayors) to spend more on mass transit and noninterstate
highways and slower than anticipated revenue growth in the Highway Trust Fund due to the introduction of more fuel-efficient automobiles, Congress considered three
options: raise fuel and transportation-related taxes, increase highway spending from the general revenue account, and/or extend the interstate system’s completion date
even further. Groups representing those who would have to pay the higher taxes, such as the American Automobile Association and the Highway Users Federation, did
not strongly oppose higher fuel taxes, but they wanted a guarantee that those funds would be used for highways. Moreover, they were not enthusiastic about raising
taxes and refused to provide Congress political cover from motorists who, as a group, opposed gasoline tax increases. Fiscal conserva-
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Table 2.1

Federal Highway Trust Fund Revenue, 1958-2005 (millions of dollars)

Year Gasoline Excise Tax Revenue

2005 est. 18.4¢ $28,093
2000 18.4 27,867
1995 18.4 23,233
1990 14.0 16,233
1985 9.0 13,894
1980 4.0 9,569
1975 4.0 4,947
1970 4.0 4,300
1965 4.0 3,980
1960 4.0 2913
1958 3.0 1,493

Sources U.S. Office of Management and Budget. 2002. The Budget of the United States Government for FY 2003: Historical Tables. Washington, DC: U.S.
Government Printing Office, pp. 220-228.

tives opposed using general revenue funds for highway construction because the national government’s budget was already in deficit. In the absence of a consensus,
Congress delayed action until 1976, when it decided to extend the interstate system’s completion date to 1990.
During the mid-1970s, environmentalists, worried about automotive exhaust’s adverse effect on the ozone layer, and organizations worried about the nation’s
increasing dependence on foreign oil, especially in the aftermath of the Arab oil embargo of 1973, demanded an increase in national gasoline taxes. They wanted to
discourage automobile use, not raise revenue for additional highway construction. In 1975, they convinced President Jimmy Carter (D, 1977—1981) to recommend the

imposition of an oil import fee, to be collected only on gasoline, to promote energy conservation.> Congress rejected the proposal, but it was a milestone event in the
history of surface transportation policy making in the United States. It was the first of several attempts by “outsiders” to alter the outcome of national transportation
policy. As will be shown, most of these attempts involved the diversion of Highway Trust Fund revenue for deficit reduction or mass transit. These attempts pitted
interest group against interest group, transforming the normally closed and relatively consensus-based client politics that had dominated surface transportation policy for
many years into a much more open, partisan, and conflict-prone political environment.
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‘When President Ronald Reagan (R, 1981-1989) began his first term of office, 95 percent of the interstate highway system (40,438 of the proposed 42,500 miles)
was complete. The national government had spent $63 billion and states $7 billion on the system. The U.S. Department of Transportation estimated that it was going to
cost another $48 billion to complete the last 2,062 miles in the system and bring the system up to final construction standards (the U.S. Department of Transportation
reported that 25 percent of existing interstate highways needed immediate repair or replacement, and nearly half would need repair or rehabilitation by 1995).

Worried about the budget deficit and unwilling to support tax increases, President Reagan recommended that those segments of the interstate system not already
under construction be eliminated and existing resources focused on interstate highway maintenance. The Democratic Congress agreed to increase funding for
maintenance but rejected the president’s proposal to eliminate the last segments of the interstate highway system. Congress’s reluctance was rooted in its members’
relentless desire to search for opportunities to engage in credit-claiming as a means to enhance their reelection prospects.® The construction of bridges and roads and
their subsequent ribbon-cutting ceremonies are one of Congress’s prime sources of credit-claiming.

In recognition of Congress’s desire to complete the interstate highway system, U.S. Secretary of Transportation Andrew Lewis crafted compromise legislation in
1982 that would have increased the excise tax on gasoline from four cents to nine cents and imposed higher fees on heavy trucks. The plan would have generated an
additional $5.5 billion annually, enough to increase funding for the “4R” interstate highway maintenance program (the resurface, restore, rehabilitate, and reconstruct
program) from $500 million to $2 billion annually and complete the interstate highway system by 1991. Lewis’ plan won bipartisan congressional support but was
initially rejected by President Reagan. He was more interested in claiming credit for reducing taxes and spending than for securing additional highway and bridge
projects. However, the Republican Party subsequently lost an unusually large number of congressional seats in the November 1982 elections. The nation was mired in a
recession and, in the wake of the disappointing election returns, President Reagan decided that he needed to demonstrate to the public that he was willing to work with
Congress to combat the nation’s unemployment problem. Carefully avoiding the word “tax,” he endorsed Lewis’ plan to increase user fees as a means to create
thousands of construction jobs.”

‘When President George Bush (R, 1989-1993) entered the White House, gasoline prices had fallen to levels below those in place prior to the 1982 nickel per gallon
gasoline tax increase. Concerned that low gasoline prices were encouraging motorists to burn fuel needlessly, environmentalists lobbied for a significant increase in fuel
taxes to encourage motorists to conserve fuel. Others, including Alan Greenspan, chair of the Federal Reserve Board, testified before Congress that increasing the
gasoline tax would also be an easy, relatively pain-free way for the national government to increase revenue and reduce its budget deficit, which, in their view,
threatened the nation’s economic recovery. Congressional leaders not asso-
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elated with the Transportation Committees floated various “trial balloon” proposals before the press to determine the American public’s reaction to a possible increase
in gasoline taxes. Seeing no strong, adverse reaction, congressional leaders included the possibility of a 5 or 10 cents per gallon increase in the gasoline tax as part of a
larger package of proposals that it was negotiating with the White House to reduce the budget deficit. In a classic, textbook example of “iron triangle” politics in action,
members of the House and Senate Transportation Committees, the highway lobby, and U.S. Department of Transportation officials denounced the use of gasoline tax
revenue to offset the budget deficit. However, the House and Senate Budget Committees and Finance Committees have jurisdiction over tax legislation. After extended
negotiations and over objections from the House and Senate Transportation Committees, the Budget Committees recommended, and the House and Senate later
approved, increasing the national government’s gasoline tax from 9 cents to 14 cents per gallon starting in 1990. To appease the highway lobby and Transportation
Committees, half of the revenue went into the Highway Trust Fund, and half went into the general revenue account to help offset the budget deficit.8

For the first time since 1956, national gasoline tax revenue was diverted from the Highway Trust Fund and used for nonhighway purposes. Outsiders had
successfully broken the highway lobby’s policy monopoly, forcing it to accept policy changes that it opposed.? Sensing vulnerability, other groups, including mass transit
and intercity passenger railroad lobbies, soon launched their own attacks on the Highway Trust Fund. They were not alone. Shortly after his election in 1992, President
Bill Clinton (D, 1993—2000) proposed a broad-based energy tax based on the Btu (British thermal unit) content of different fuels. His twin goals were to generate
additional revenue to reduce the national budget deficit and encourage Americans to conserve energy. His proposal taxed petroleum products at a higher level than coal
and natural gas. After much bickering marked by sectional and regional rivalries, Congress rejected the broad-based tax concept. Instead, it increased the national
government’s gasoline excise tax another 4.3 cents per gallon. All of the additional revenue was earmarked for deficit reduction. The gasoline tax vote divided along
party lines, with Vice President Al Gore casting the tiebreaking vote in the U.S. Senate. Because all of the tax increase’s revenue went to deficit reduction, and none
was set aside for highway or mass transit, the vote was perceived in purely partisan terms. The 1990 and 1993 gasoline tax increases demonstrated that the highway
lobby’s policy monopoly had disappeared, and the client and majoritarian politics that had marked the making of surface transportation policy for nearly a generation
was now largely a thing of the past.

MASS TRANSIT

Prior to the 1960s, most forms of mass transit (bus, subway, ferryboat, and commuter rail) were provided by private firms.10 Competition from government-
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subsidized highways and the public’s preference to drive to work caused many private firms to go out of business or reduce service to selected, profitable routes. As
private firms withdrew from the mass transit field, their stranded customers lobbied state and local government officials to subsidize specific routes or offer mass transit
as a public service. At the same time, environmentalists lobbied for the expansion of mass transit operations as a means to get people out of their cars. Their goal was
to reduce traffic congestion to conserve energy, reduce air and noise pollution, and protect the ozone layer. City planners, especially those in America’s larger
population cities, and many academics studying urban America also advocated an expansion of public mass transit. Many of them blamed the national government’s
highway program for the social and economic ills afflicting the nation’s larger population cities, primarily because that program contributed to the expansion of the
nation’s suburbs. In their view, mass transit was necessary to make cities more competitive with suburbs as a place to live and conduct business. Also, civil rights
organizations and groups advocating the interests of the poor favored subsidized, public mass transit as a means to enable the nation’s most economically vulnerable
citizens to participate more fully in American society.

At first, these disparate interests did not behave as a cohesive lobby. One reason for this was that bus operators, represented by the American Transit Association,
opposed government assistance because they feared the imposition of unwanted mandates and other regulations. However, facing increased public pressure to provide
additional mass transit services, mayors from the nation’s largest population cities began to lobby the national government for financial assistance for mass transit. The
national government’s response to the mayors’ lobbying provided the means to bring these disparate groups into a more cohesive and influential lobbying force.

The mayors, primarily through the lobbying efforts of the U.S. Conference of Mayors, convinced the Democratically controlled Congress to provide $25 million in
grants and $50 million in low-interest loans for mass transit in the Housing Act of 1961. Indicative of the highway lobby’s power, the law originated in Congress’s
banking committees, not its transportation committees.!! They then convinced President John F.Kennedy (D, 1961-1963), who was very aware of the Democratic
Parly’s need to attract urban voters, to endorse a bill authorizing $500 million for urban transit systems. The highway lobby did not oppose the bill because its funds
came from the general revenue account, not from the Highway Trust Fund. President Lyndon Baines Johnson (D, 1963—1968) later included an expanded version of
the mass transit bill in his Great Society program.

The Urban Mass Transportation Act of 1964 provided states $375 million over three years to pay for up to two-thirds of the cost to plan, engineer, and design
urban mass transit systems; all of the costs of relocating families displaced by mass transit; and half of the cost of mass transit projects that showed urgent need but
lacked required planning reports. Although far below highway funding levels, mass transit advocates hailed the Urban Mass Transportation Act as a milestone
achievement. Cities used the funds to purchase mass transit companies on the
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brink of bankruptcy and expand existing public bus services. The Urban Mass Transportation Act was subsequently renewed and, by 1970, had an annual
appropriation of $175 million.

The Urban Mass Transportation Act had a galvanizing effect on the previously disjointed organizations advocating the expansion of public mass transit. The act’s
regulations protecting wages and working conditions won organized labor’s support. The availability of money attracted support from rail equipment and bus
manufacturers, engineering and public works construction firms, consultants, urban planners, and the American Transit Association. 2 These groups, led by the U.S.
Conference of Mayors, lobbied hard for increased mass transit funding throughout the 1970s. By the decade’s end, funding for mass transit capital expenses had grown
to $1.5 billion annually. Funding covered two-thirds of the cost to plan, design, and construct mass transit systems. Congress also appropriated $700 million annually
for mass transit operating expenses.

Some mass transit lobbyists advocated a “balanced transportation system,” a phrase that generally meant less funding for highways and more for mass transit. One of
their proposals was to dedicate a portion of Highway Trust Fund revenue to mass transit. That would guarantee funding for mass transit projects and prevent the
necessity of having to fight for funding during Congress’s annual appropriations process. Lobby organizations representing automotive and trucking industries, road
builder associations, oil companies, gasoline retailers, real estate developers, and construction unions opposed efforts to take funds from ““their” trust fund. '3 Their
economic arguments for retaining the Highway Trust Fund’s “purity”” were augmented by those who viewed mass transit as a state and local government responsibility.
This view, held primarily by Republicans and conservative Democrats, was based on the idea that because mass transit’s benefits typically accrue to residents of a
single cluster of jurisdictions that rarely involve more than one state, mass transit was primarily a state and local government responsibility. Liberals disagreed. They
argued that mass transit was a national government concern because air pollution generated by automotive exhaust is often carried by prevailing winds across state
lines. Since mass transit provides people an alternative to driving, it helps reduce air pollution. Because air pollution is a national government concern, mass transit is a
national government concern. This fundamental disagreement over which level of government should deal with mass transit policy, coupled with the importance of urban
voters to the Democratic Party and the importance of suburban and rural voters (who generally do not view mass transit as a high priority) to the Republican Party,
gave mass transportation policy making a distinctive partisan flavor that, at least during the 1960s and 1970s, was typically absent during debates over other
transportation modes.

In 1981, President Reagan announced that mass transit operating subsidies should be phased out over four years because they were inefficient and too costly given
the size of the national budget deficit. He also opposed increased funding for mass transit capital construction projects because, in his view, mass transit was a
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state and local government responsibility. Under a threat of a presidential veto, Congress reduced mass transit operating grants to $ 1.3 billion annually and capital
construction-related grants to $1.5 billion annually.

A breakthrough, of sorts, for mass transit occurred in 1982. At that time, President Reagan agreed not to veto a congressional effort to increase Highway Trust Fund
revenue by raising the gasoline excise tax from four cents to nine cents a gallon. Revenue from one of the five-cent increases was earmarked for mass transit capital
construction projects (approximately $1.1 billion annually). He did not oppose the one cent set-aside for mass transit because the funds were used for capital projects,
not operating subsidies, and Congress agreed to convert the mass transit program into a block grant. Under the new format, cities no longer applied to the U.S.
Department of Transportation for funding. Instead, funding was allocated according to a formula based on several factors, such as total miles of existing mass transit
routes and population. This widened the distribution of funds, decreasing funding in the nation’s largest, primarily Democratic cities and increasing funding in suburbs
and smaller, primarily Republican cities. Although the block grant was initially funded at $3.5 billion, the Reagan administration urged Congress throughout the
remainder of the 1980s to reduce the program’s funding to help balance the national budget. By 1990, the program’s funding had fallen to approximately $2 billion

annually. 14

CROSSOVER SANCTIONS

The national government has a long history of imposing administrative conditions on its highway assistance programs. Dating as far back as the Federal Road Act of
1916, the national government has routinely applied various “good government practices” regulations to highway assistance. Among these regulations are guidelines to
assure fair competitive bidding practices for contractors, auditing requirements to prevent embezzlement and fraud, and specific design requirements, such as those
concerning noise abatement, traffic interchanges, width of traffic lanes (12 feet), and width of median areas to promote uniform safety and health standards across the
nation. 1>

Although state and local government officials have long argued that the administrative red tape tied to highway assistance was burdensome, most of their complaints
were not directed at the aforementioned regulations. Instead, they strongly objected to the use of crossover sanctions as a condition of aid. Crossover sanctions impose
a penalty on a recipient of a particular program, typically a reduction in assistance, for failing to comply with requirements of another, independent program. !¢ In their
view, crossover sanctions infringed on states’ rights and were an inappropriate use of national government power that bordered on blackmail.

In 1990, there were 14 crossover sanctions attached to national highway assistance, including mandates to remove junkyards and billboards along interstate
highways, create a U.S. Department of Transportation-approved highway safety program, limit maximum speeds on nationally financed highways, set blood alco-
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hol concentration levels for determining when motorists are driving under the influence, and establish the drinking age. Many crossover sanctions have goals that are
supported by the vast majority of Americans. For example, the first highway crossover sanction was contained in the Highway Beautification Act of 1965. President
Lyndon Baines Johnson’s wife, Lady Bird Johnson, had made highway beautification her top priority. With her support, the Highway Beautification Act was
approved by Congress with little opposition. Among its many provisions was one that threatened the withdrawal of 10 percent of a state’s national highway funds if it
did not comply with new, more stringent controls on outdoor advertising billboards located within 660 feet of interstate and primary highways and on junkyards located
within 1,000 feet of interstate and primary highways. The national government promised states 75 percent of the cost to comply with the regulations. All 50 states
announced shortly after the law’s enactment that they would participate in the program. The national government, however, did not appropriate funds to reimburse
states” compliance costs. The mandate soon evolved into a voluntary effort to restrict billboards and junkyards along the interstate and primary road systems. !’
Throughout the 1980s, several public interest groups, especially the National Governors’ Conference, lobbied Congress for regulatory relief, especially from
crossover sanctions. As part of this effort, 20 U.S. senators, calling themselves the States” Rights Coalition, sponsored legislation in 1986 to raise the speed limit from
55 miles per hour to 65 miles per hour on interstate highways outside urban areas with populations exceeding 50,000. With the Reagan administration’s blessing,
Congress subsequently amended the Federal Highway Act of 1987 to provide states additional flexibility concerning the national speed limit. Within 24 hours of the
law’s enactment, New Mexico and Arizona raised speed limits on their interstate highways, and within a year of the law’s enactment another 36 states had raised speed
limits on at least a portion of their highway system. In 1995, Congress repealed the national speed limit sanctions altogether but added another: states that do not make

it illegal for drivers under the age of 21 to drive with a blood alcohol level of 0.02 percent or higher forfeit 5 percent of their highway trust-fund money starting in 1998

and 20 percent each succeeding year. 18

HIGHWAYS AND SUBURBAN SPRAWL

Academics and practitioners have debated the cost-benefits of American surface transportation policy for decades. Most studies conclude that highways and other
surface transportation-related construction projects have a measurable, positive effect on economic growth. For example, the Federal Highway Administration has
estimated that 42,000 new jobs are created for every $1 billion spent on highway construction. Moreover, these new jobs have a positive multiplier effect on economic
growth as the newly employed spend their wages in the local economy. Highway construction and improvement projects also increase property values along its right-
of-way because highways make it more convenient, or possible, for
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people to access the properly. Highways also attract both residential and nonresidential development, especially commercial development. In addition, transportation
expenditures create a more efficient transportation system that, in turn, reduces private firms’ transportation expenses, enabling them to be more productive and
profitable. Although this latter boost to economic growth is more difficult to quantify than the creation of new jobs and residential and nonresidential development, the
Federal Highway Administration conducted several econometric analyses of the national highway program’s effect on economic growth from 1950 to 1991. Their
analyses suggested that highway construction had a positive effect on economic growth during this period, with the highest rates of return occurring during the early
years of the interstate highway system’s construction (+.54 during the 1960s) and lower rates in later years (just +.09 in 1991). The declining rate of return was
attributed to the large efficiency gains achieved by the construction of the interstate highway system in an era when the nation lacked an interconnected network of
modern highways. 1

Although most scholars and practitioners agree that nationally funded highways have had a positive effect on economic growth, some environmental groups and
environmentally conscious “think tanks,” such as the Surface Transportation Policy Project (a coalition of environmentalists, urban planners, bicycle enthusiasts, and
various transportation consultants), disagree. They argue that adding highway capacity in the postinterstate era may actually inhibit economic development. They point
to studies conducted by the U.S. Department of Transportation and U.S. Department of Housing and Urban Development that found that constructing beltways around
metropolitan areas did not enhance the region’s economic position and to other studies that suggest that highway construction merely shifts economic activity from one
area to another, with little overall improvement when examined on a regional basis. They also note that other studies have concluded that the national government’s
emphasis on highway and bridge construction has had a number of negative, and often unintended consequences, especially for cities. These studies suggest that
highways have enabled suburbs to exist as viable options for both residential and nonresidential development, primarily at the expense of the nation’s cities. Moreover,
they argue that the national government’s emphasis on highway and bridge construction and improvement over other modes of transportation, such as commuter trains
and mass transit, has contributed to suburban sprawl. Although there is some disagreement over precisely what suburban sprawl is, it is generally defined as the spread-
out, skipped-over development that characterizes non-central city metropolitan areas throughout the United States. It typically consists of one- or two-story, single-
family residential development located on an acre or less of land and accompanied by strip commercial centers and industrial parks.20

Others have suggested that the suburbanization of America was inevitable. They point out that the desire to escape the noise and congestion of American cities by
migrating to the suburbs can be traced back to the early and mid-1800s. At that time, the nation’s cities were clustered around deepwater sites on long-distance
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river and oceanic routes, primarily because their chief economic function was funneling raw materials from the nation’s interior regions to Europe.2! The invention and
spread of steam-driven passenger and cargo trains substantially broadened urban access to the country’s raw materials and encouraged the development of inland
towns and small cities. The railroads enabled those with sufficient resources, primarily business owners and professionals, to commute from their single-family, suburban
residences to their places of employment in central cities. Acquiring a suburban residence became one of the major goals of the growing middle class. It was a
testimonial to their success, marking them as different and above those who could not afford to escape the noise, foul odors, and diseases associated with city life at
that time. 2

Although many of those living in urban areas may have wanted to escape the noise and congestion of the central city, few of them could afford it at the turn of the
century. At that time, the concept of suburban sprawl was meaningless because America was still primarily a rural nation. In 1900, nearly three out of every four people
(74 percent) resided in rural areas, 20 percent in urban areas, and just 6 percent in suburban areas. Those numbers changed dramatically over the next 30 years as
nearly 20 million immigrants from Europe arrived in the United States seeking work and/or improved economic opportunities. Many of them settled in America’s cities
as the industrialization of the national economy created numerous economic opportunities there, including many relatively high-paying manufacturing jobs. These
economic opportunities, coupled with the excitement of “the bright lights” of city life, also attracted many of the nation’s rural residents.

‘What was once a rural nation was, in less than a single lifetime, transformed into an urban nation. As the population of America’s cities increased, many urban
residents looked to the suburbs as a means to pursue a slower, more peaceful lifestyle while maintaining spatial proximity to their jobs and the city’s cultural amenities.
The electric streetcar, invented in 1888 and known affectionately as the trolley, enabled the middle class to join the more affluent in the suburbs. By the end of the
1920s, America’s cities were crisscrossed with electric trolley lines that stretched out and into the surrounding suburbs. At the same time, automobile ownership
skyrocketed. The introduction of the redesigned Ford Model T in 1906 and cost efficiencies brought about by the Ford Motor Company’s assembly-line production
system made automobile ownership possible for many in the middle class.2 Initially sold for $850, by 1917 the Model T was priced under $300, bringing the
possibility of automobile ownership to millions of Americans.?* The number of automobiles in the United States increased exponentially, from 500,000 in 1910 to 8
million in 1920 and to 26 million in 1929. As automobile ownership increased, so too did the demand for paved highways. Highway and bridge construction, paid
mostly by state and local governments intent on fostering economic growth, made the suburbs increasingly accessible to all economic classes. Although zoning codes
were enacted in many suburban communities to keep “riffraff”” and certain “nondesirable” businesses (especially heavy manufacturing) out, the advent of the automobile
made it possible for all eco-
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nomic classes to dream of the day when they could own a home in the suburbs, complete with a yard surrounded by a “white picket fence” and a short, leisurely, daily
commute to their jobs in the city.

To meet the demand for new and improved roads, in 1919 Oregon became the first state to enact gasoline taxes to finance road construction. Within a decade of
Oregon’s penny per gallon excise tax on gasoline, every state had imposed a similar tax. Thanks in large part to the revenue from these taxes, state expenditures on
road and bridge construction more than doubled during the 1920s, jumping from $1.38 billion in 1921 to $2.85 billion in 1930.%

The 1920s boom in road construction made it possible for large numbers of people to move to the suburbs and for the suburbs to begin to develop economic
independence from the central city. Manufacturers and wholesalers found that older, urban street patterns with their winding, narrow rights-of-way were not conducive
to automobile and truck movement. Traffic congestion, lack of employee parking spaces, and problems involving freight transfers increased both direct and indirect
costs of conducting business in the city. The development of suburban highway systems and increased dependence by both manufacturers and wholesalers on trucks
for moving their goods made the relatively noncongested and low-tax suburbs an increasingly attractive alternative for locating their businesses. In addition, as the
suburbs’ population increased, large retailers such as Sears Roebuck and J.C.Penny found it increasingly necessary to establish suburban branches to maintain
profitability.

Although the Federal Housing Administration’s intent in 1934 was to encourage homeownership and reduce unemployment in the various construction industries, its
policies had the unintended consequence of contributing to the exodus to the suburbs. Its home mortgage subsidization program encouraged suburban migration
because real estate appraisers engaged in a process called redlining, where government subsidized and/or guaranteed loans were not granted in neighborhoods
classified as physically or economically deteriorated or populated by African Americans or working-class immigrants. Because most of these “bad risk” neighborhoods
were located in cities, most of the subsidized loans were awarded in the suburbs. In addition, the deductibility of home mortgage interest on the national income tax
encouraged homeownership everywhere, bringing suburban housing costs within the reach of millions of Americans who otherwise would have purchased homes in the
city. 20

Following World War I, suburbs rapidly became the location of choice for the burgeoning middle class. During the 1950s, millions of mass-produced, affordable,
single-family homes were constructed on the metropolitan periphery. The suburbs’ continued popularity was so great that many social commentators during the 1960s
and 1970s worried about “white flight,” a reference to the increasingly widening economic gulf between the predominantly white, middle- and upper-income classes
locating in suburbs and the increasingly nonwhite, lower-income classes that remained in cities. Many social commentators complained that suburbs had become the
haven for middle- and upper-class white residents

EBSCO Publishing : eBook Collection (EBSCOhost) - printed on 8/11/2015 6:38 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 40

who “deserted” cities, leaving cities in a vicious, no-win situation. As their populations became increasingly poor, cities were faced with increased demands for social
and other services. At the same time, their capacity to raise revenue became increasingly constrained as middle- and upper-income taxpayers exited to the suburbs.
This situation worsened as businesses joined the exodus to the suburbs in search of lower taxes, cheaper land, and, among other factors, proximity to a more educated
workforce. Moreover, many retail businesses either relocated to suburbs or expanded there in an attempt to maintain their customer base. By 1970, there were over
14,000 strip-mall shopping centers dotting the suburban landscape, each a testament to the suburbanization of American society.?’

Critics of suburban sprawl argue that it is visually displeasing, causes significantly higher infrastructure costs, longer travel distances, more traffic congestion, more
automotive pollution, and a greater loss of agricultural land and open space than more compact, planned development. Although some of the additional infrastructure
costs caused by suburban sprawl are captured by local governments through impact fees, developer extractions, and proffers, critics claim that sprawl has an adverse
effect on the quality of life, especially in the way that it reduces social connections among people. They blame suburban sprawl for segregating neighborhoods by
economic class and for fostering an “us versus them’” mentality when it comes to relations with its neighboring city. They point to five national public opinion polls
conducted in 2000 that named suburban sprawl, unfettered growth, and traffic congestion the number one problem facing urban America, edging out more traditional
issues such as crime, the economy, and education. The concern about sprawl was strongest in America’s largest cities. Over 60 percent of the respondents in Denver
and 47 percent of the respondents in San Francisco named sprawl as their number one concern.?8

Not everyone believes that suburban sprawl is bad. Some argue that it epitomizes the public’s preference for that lifestyle. As one author put it, suburban sprawl
“produces relatively safe and economically heterogeneous neighborhoods that are removed from the problems of the central city. In low-density, middle-class
environments, life takes place with relative ease, and when residents wish to relocate, they typically leave in better financial condition—the result of almost certain
housing appreciation in these locations.”?® In their view, attempts to control free market development through slow growth, sustainable growth, and smart growth
strategies adversely affect the nation’s economic development and cause urban housing prices to increase, placing a special burden on minority groups.3%

Today, suburban areas often contain as many, and in some cases more, people, industry, and cultural amenities than the nearby central city. This has created a
paradox for those interested in generating policies that benefit urban areas. Not only do suburbs create a financial drain on central cities by providing the relatively
affluent an attractive alternative to call home, but their increasing political and economic independence from the central city makes it difficult to generate policies that
address the entire metropolitan region. As one author put it: “The problem then is to find a way to link the diverse communities of the central city and inde-
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pendent-minded suburbs together so that problems of each metropolitan region as a whole can be tackled and alleviated.!

The suburbs’ growing independence from cities is reflected in the emergence in recent years of what some scholars have termed edge cities. These small cities are
located along highway corridors far removed from any large, urban center. Their economies are primarily technology-based, typically in either e-commerce (Internet
transactions), telephone sales, or data entry (back-office) operations. In 1991, Joel Garreau of the Washington Post estimated that there were about 200 edge cities in
existence at that time, a testament to the power of technology to change our economic lives and the importance of highways as a means to spatially link people to
places.32 Edge cities have come into existence because technology allows them to compete in the global economy, and highways and bridges provide them a means to
connect their goods and people with the rest of the nation.

Policymakers, academics, and practitioners have debated for many years whether the national government’s surface transportation policies should take into account
their effect on cities and suburban sprawl. Those opposed argue that government should not use transportation funding to engage in “social engineering.” In their view, if
large, central cities are no longer viable economic entities, and people prefer to live in suburbs or smaller, edge cities, then government should not try to dissuade people
from doing what they are convinced is in their best interest. Transportation policy should be about moving goods and people in the most efficient and cost-effective
manner possible, not about the achievement of social objectives that may or may not be shared by the majority of American society.

Those arguing in the affirmative typically advocate the expenditure of additional revenue for urban mass transit projects and less for interstate and primary highways.
In their view, those crafting the nation’s transportation policies should be concerned with more than just the efficient movement of people and goods. They need to take
a holistic approach that includes its total effect on American society. Because interstate and primary highway and bridge construction projects tend, in the aggregate, to
adversely affect cities, policymakers should consciously attempt to mitigate the damage. Specifically, policymakers should carefully analyze the placement of highways
to ensure that the cities’ interests are taken into account. For example, several studies have indicated that limited-access beltways surrounding central cities have
hastened suburban development to a greater extent than radial expressways that link the central city with its suburbs.33 They also advocate additional funding for mass
transit and commuter rail systems to reduce city traffic congestion and air pollution problems. This, in turn, enables cities to compete more effectively with suburbs as a
place to live and conduct business. They also advocate increasing public participation in the decision-making process through such organizations as regional planning
and zoning authorities and metropolitan planning organizations. In their view, expanding the range of inputs into the transportation decision-making process ensures that
quality-of-life issues, such as air and noise pollution, are considered when developing plans for the use of public transportation funds.3* They also note that Japan and
several European
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nations, recognizing the negative effect that highways can have on cities, have established capital gains and inheritance taxes at almost confiscatory levels when land is
sold or otherwise removed from agricultural use. The net effect is to limit suburbanization and inflate urban land values. This has encouraged people to live in cities
where mass transit and rail service are purposively subsidized to provide a viable alternative to the automobile for commuting to work and for other travel purposes.3
They also favor the European practice of congestion pricing, charging motorists a fee to drive during peak travel times, into congested areas, and for parking.
Congestion pricing strategies encourage motorists to avoid driving during peak travel times, choose other destinations, share a ride, switch to mass transit or commuter
rail services, and find other travel options. Advocates of congestion pricing strategies contend that, while these strategies disproportionately affect the impoverished,
they make cities nicer places to live and work.30

As the next chapter demonstrates, advocates of slow growth/smart growth strategies were later able to incorporate several of these ideas into highway legislation.
Their efforts were vigorously resisted by the highway lobby, largely because it recognized that in the absence of large funding increases these policy preferences
diverted resources from highway construction.

HIGHWAYS AND MINORITY NEIGHBORHOODS

Liberals and other advocates of the poor, handicapped, and elderly residing in the nation’s urban centers argued that these groups could not participate fully in
American society without access to affordable and reliable transportation. They argued that the national government has a moral obligation to fund mass transit. Their
argument was bolstered by the McCone Commission’s findings concerning the causes of the 1964 race riot in Watts, a predominantly black neighborhood near the
center of Los Angeles. It blamed the riot on the lack of employment in the area and the inadequate and expensive public transportation system that made it difficult for
Watts’ residents to take advantage of employment opportunities in other neighborhoods. The national government subsequently financed several demonstration projects
to determine if increased bus service between urban areas experiencing high unemployment and suburban areas reduced unemployment in those urban areas. The
results were disappointing, and the demonstration projects were abandoned during the early 1970s.37 Nonetheless, liberals and other advocates for the urban poor
continued to lobby for additional funding for both mass transit operating and capital expenses. During the 1960s, local mass transit systems unilaterally provided
reduced fares for the elderly in an effort to increase ridership. In 1974, the national government made discount fares for the elderly virtually universal by requiring urban
mass transit systems receiving national operating assistance to charge the elderly no more than half of the base fare of other riders. There was also a movement in
Congress at that time to create rules and regulations to ensure that state and local governments receiving national funding for transportation projects accommodate the
transportation needs of the physically handicapped. In
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1973, the Urban Mass Transportation Act was amended to include funding for private, nonprofit agencies to provide door-to-door transportation for elderly and
handicapped persons. Also that year, Section 504 of the Rehabilitation Act of 1973 mandated that handicapped persons could not be discriminated against solely
because of their handicap by any entity receiving national assistance. Most mass transit systems were subject to Section 504 because they received national assistance
under the Urban Mass Transportation Act. In an effort to comply with Section 504, most mass transit systems instituted a supplemental, door-to-door, paratransit
transportation system (typically vans on-call) for the elderly and handicapped. Advocates for the handicapped argued that this was insufficient and demanded that all
conventional mass transit facilities (subway stations, subway cars, buses, etc.) be made handicapped-accessible. In 1978, the U.S. Department of Transportation
issued regulations requiring bus and rail transit equipment to be handicapped-accessible. Among the regulations was one requiring new buses to be equipped with either
aramp or lift for wheelchair boarding and have the ability to kneel to within 18 inches of the road for easier boarding. Also, all rail transit and commuter railroad
systems were to be retrofitted to accommodate people in wheelchairs within a 10- to 20-year period. The cost to local mass transit operators to make these changes
was estimated at $1.5 billion, with the greatest expense for the installation of elevators in every subway station in the nation.

The new regulations were met with howls of anger from mass transit operators and city officials. They complained that the $1.5 billion cost estimate was far too
conservative (they estimated that it would cost at least $6.8 billion) and that it would be more cost-effective to expand door-to-door, paratransit transportation services
than retrofit equipment and facilities.? Local transit operators lobbied the U.S. Department of Transportation for regulatory relief. When those efforts proved
ineffective, the operators’ trade association, the American Public Transit Association, sued the U.S. Department of Transportation, arguing that its mandate exceeded
the law’s intent. The U.S. District Court upheld the mandate’s legality, but the operators appealed to the U.S. Court of Appeals and won. The U.S. Department of
Transportation then amended its regulations to apply only to the nation’s “most important” subway and commuter rail stations (approximately 40 percent of all stations)
and required mass transit operators to make a “special effort” to serve handicapped persons.3?

The Americans with Disabilities Act of 1990 rekindled the debate over handicapped access. It required mass transit systems to be handicapped-accessible and to
provide the handicapped door-to-door, paratransit services that are at least comparable to the services provided nondisabled persons. The paratransit mandate applies
unless it creates an undue financial burden on the public transit system. This language was included to reassure smaller mass transit operators who feared that these
requirements could bankrupt them. Even with this language, it was estimated that mass transit operators would be forced to spend $35-$45 million annually for the
purchase and maintenance of additional lift-equipped buses and between $500 million and $1 billion over 30 years to modify subway stations and other transit

facilities. %0
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Another civil rights-related issue was the use of highway construction projects as a form of urban renewal. The national government’s urban renewal program had its
formal start as part of Title 1 of the Housing Act of 1949. It provided selected communities loans and capital grants to clear slums and pay for urban redevelopment
projects. Its intent was to enable cities to replace its most dilapidated housing stock with affordable housing for the poor and nearly poor. In 1954, the law was
amended to encourage cities to rehabilitate existing housing instead of focusing on clearance. The change was made because, in many instances, the cleared homes
were not replaced. The Housing Act of 1954 also allowed 10 percent of the program’s funds to be used for commercial projects. That figure was increased to 20
percent in 1959 and to 30 percent in 1961. The urban renewal program, along with the 1966 Model Cities program that had a similar focus and intent, was folded into
the Community Development Block Grant program in 1974.

The national government’s urban renewal programs were criticized by many civil rights organizations for their failure to take into account the needs of the people who
were living in the neighborhoods targeted for replacement. Residents were often forced to move from their homes and given little, if any, relocation assistance beyond
the $100 minimum mandated by the national government. Moreover, many private lenders refused to finance housing projects on the land after it was cleared. As a
result, many civil rights organizations called urban renewal “Negro removal.” They claimed that white city officials used urban renewal to purposively break up African
American and other minority neighborhoods. In their view, city officials recognized that their power base was being eroded by the suburban exodus of white, middle-
class residents and used urban renewal as a weapon to solidify their political hegemony within the nation’s cities. Their goal, they claimed, was not to improve city
housing stock. It was to weaken the political clout of blacks and other minority groups by dividing and, in some instances, destroying their neighborhoods. They also
claimed that many cities used urban renewal to wipe out viable housing stock occupied by minorities just to free up land suitable for other uses, especially commercial
development.*! City officials countered by arguing that their route selections were based on the advice of nonpolitically aligned traffic engineers whose primary goal was
to alleviate traffic congestion. Civil rights leaders were not convinced. In their view, highways had become just another tool in the hands of city officials interested in
promoting their own political agendas, and those agendas did not include the needs of the poor or minority populations.

TRUCKING DEREGULATION

As mentioned in Chapter 1, the national government began regulating the trucking industry in 1935 to prevent cutthroat price competition within the trucking industry
and between the trucking industry and railroads. The Interstate Commerce Commission governed which routes were available for service, if existing routes could be
discontinued, mergers within the industry, and shipping rates. It restricted the entry of new trucking firms to reduce price competition and ap-
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proved rates that were based on what the market could bear rather than on the cost of transporting goods. In exchange, the trucking industry was forced to provide
services on nonprofitable routes, typically within and between rural areas, to ensure that those communities were not economically isolated from the rest of the nation.*?
Prior to the interstate highway system, the trucking industry’s ability to provide door-to-door service gave it a competitive advantage over railroads in delivering
goods on short hauls, particularly perishable items that needed to be cooled or delivered quickly to maintain freshness. As the interstate highway system took shape, the
trucking industry became increasingly competitive with railroads at both mid-and long-distance freight hauling. Railroads continued to be the best choice for hauling very
heavy items, like coal, over long distances. However, trucks were increasingly the first choice for many shippers. In an effort to capture as much of the freight-hauling
market as possible, standard truck sizes were enlarged, almost doubling from 27 feet during the 1940s to 45 feet during the 1970s. By that time, the trucking industry

had captured 70 percent of the nation’s interstate freight revenue.*?

The trucking industry’s long-term economic prospects appeared fairly bright during the 1970s. The railroad industry’s freight-hauling business was reduced to niche
market status, and, as discussed in Chapter 4, its intercity passenger rail service operations were losing money, causing many railroads to experience significant financial
hardships. While the trucking industry’s economic prospects were looking good, the nation’s economic prospects were not so bright. The Arab oil embargo of 1973
and a continuing national recession combined to create the misery index, a new economic phenomenon where unemployment and inflation increased simultaneously. As
the misery index continued to rise, the American public demanded action. Consumer advocates and shippers nationwide complained that the national government’s
regulations protecting the trucking and airline industries from price competition were no longer economically justified. They argued that in an era of double-digit inflation,
the nation needed more price competition in the transportation industries, not less. The assault on the economic regulation (protection) of the transportation industry
began with the airlines, primarily because they were less politically powerful than the trucking industry. For example, the chairs of the committees and subcommittees
with jurisdiction over trucking were all known to have developed strong ties to the trucking industry over the years.

Senator Edward Kennedy (D-MA) led the fight to deregulate the airline industry (see Chapter 5 for additional details). He conducted a series of hearings that drew
national attention to the issue. The most persuasive evidence against the continuation of economic regulation came from the experiences of non-regulated, intrastate
airline services offered in California and Texas. Price competition there had not caused any of the problems feared by the airline industry: none of the airlines went
bankrupt, safety had not been compromised, and service to smaller communities had not been interrupted. Instead, fares were sub-
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stantially lower than on comparable routes in regulated states, and unregulated markets were characterized by constant innovation, intensive advertising, and dramatic
growth.** Faced with this evidence and under public pressure to do something about inflation, Congress passed the Airline Deregulation Act of 1978, and President
Jimmy Carter (D, 1977—1981) signed it into law. Once the airlines were deregulated, Senator Kennedy and other national policymakers turned their attention to the
trucking industry.

Under normal circumstances, government policies, such as the regulation of the trucking industry, that target benefits to well-organized and politically active groups
and spread those benefits’ costs to the general public are passed in the Congress with little fanfare. However, the misery index had changed the political environment.
The trucking industry was now in the national spotlight, and national policymakers were faced with the difficult choice of doing nothing and facing the voters’ wrath on
Election Day or deregulating the trucking industry and facing the trucking industry’s wrath on Election Day. In circumstances like these, Congress often delays action
hoping that public interest in the issue wanes. Senator Kennedy, who was interested in running for the presidency and benefited from the media’s coverage of the issue,
and consumer advocates, like Ralph Nader, knew that many in Congress did not want this issue to come to a vote. They also knew that the press was interested in the
issue because several studies had concluded that deregulating the trucking industry would save consumers up to $8 billion annually and reduce the nation’s dependence
on foreign oil by saving hundreds of millions of gallons of gasoline annually. The cost savings would be realized by eliminating or reducing the incidence of truckers
returning to their point of origin with empty or nearly empty backhauls, circuitous routing, and unnecessary extra freight handling due to various regulatory policies and
procedures. These rules resulted in needless wear and tear on equipment, inefficient use of gasoline, and unproductive use of drivers’ time.

In an era when dependence on foreign oil threatened both domestic prosperity and national security, any proposal that saved fuel was considered newsworthy.
However, technical reports and economic analyses have only limited appeal to reporters interested in garnering large audiences. They knew that trucking deregulation
was important, but it lacked drama. That changed in 1977, when Interstate Commerce Commission auditors testified at congressional hearings that truckers and
railroads routinely spent about $1.5 billion a year on gifts to shipping agents and government officials and passed these costs onto consumers. The auditors revealed
that paid vacations to Las Vegas and the Caribbean, hunting trips, and other gifts were common practice in both trucking and rail industries.*> These revelations made
national headlines, and, with airfares falling following that industry’s deregulation, inflation on everyone’s mind, and Senator Kennedy and others pressing the issue, the
deregulation of the trucking industry remained high on the national political agenda.

In an attempt to forestall congressional efforts to completely deregulate the trucking industry and, in the process, render it superfluous, the Interstate Com-
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merce Commission announced in 1978 that it was unilaterally deregulating some aspects of the trucking industry. It abolished rules preventing companies that hauled
their own goods from transporting goods for other shippers. This allowed these companies to load otherwise empty or only partially filled trucks on backhauls. The
American Trucking Association immediately attacked the new rule, calling it arbitrary, capricious, and unreasonable.® The Interstate Commerce Commission also
limited future freight-rate increases to no more than 14 percent return on stockholders’ equity. At that time, that was the average rate of return for all manufacturing
industries in the United States. The American Trucking Association objected to that rule change because the average rate of return for regulated trucking companies at
the time was 20 percent, meaning that future freight rate increases and profit margins were likely to be less than in the past.

Congressional deliberations on trucking deregulation featured a turf battle between Senator Howard Cannon (D-NV) and Senator Kennedy. Senator Cannon
chaired the Senate Commerce Committee. It had jurisdiction over the Interstate Commerce Commission. Senator Kennedy chaired the Senate Judiciary Committee. It
had jurisdiction over antitrust legislation. Senator Cannon was less eager than Senator Kennedy to deregulate the trucking industry, primarily because the Teamsters
Union was very active in Nevada, and he did not have presidential aspirations. He wanted some deregulation, similar to the actions pursued by the Interstate
Commerce Commission. As expected, Senator Cannon demanded exclusive jurisdiction over the legislation. Senator Kennedy sought joint referral. Recognizing that
the referral fight was important, the trucking industry and its unions, particularly the 500,000+—member Teamsters Union, flooded congressional offices with mail
demanding that the legislation be referred to the Commerce Committee exclusively. Some Senate offices received over 4,000 letters in a single week from industry and
union members. In the end, Senator Cannon won the battle, with Senator Kennedy receiving the right of sequential referral, which included the right to review antitrust
provisions and offer amendments on the Senate floor. The referral fight took a soap opera-like twist when the media learned that the Federal Bureau of Investigation
was investigating Senator Cannon to determine if his relationship with a Chicago-based businessman with ties to the Teamsters Union constituted an illegal attempt to
influence trucking deregulation legislation. The investigation centered on Senator Cannon’s telephone calls to the businessman asking how he might purchase land
owned by the Teamsters Union’s pension fund. It turned out that Senator Cannon was representing his homeowners’ association, which wanted to purchase land
bordering his neighborhood to prevent it from being used for high-rise apartment and condominium development. Nevertheless, the investigation into potential
wrongdoing made national news and brought critical attention to Senator Cannon’s actions during both his committee’s hearings and markup of trucking deregulation
legislation.

During congressional deliberations, House and Senate leaders agreed to relax existing regulations but not end them altogether. They made entry easier for new
trucking firms, relaxed shipping rate structures by allowing firms to set rates
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within 10 percent of specified levels, expanded the list of commodities exempt from regulation, and phased out antitrust immunity for single-line (but not joint-line) rate
making beginning in 1983.47 President Carter signed the legislation, the Motor Carrier Regulatory Reform and Modernization Act of 1980, into law on July 1,
1980. Later that year, he also signed the Staggers Rail Act of 1980. 1t deregulated the railroad industry, with provisions protecting captive shippers of coal and other
commodities from monopolistic abuses by railroads lacking competition.3 In both instances, senators and representatives from rural states and districts, respectively,
opposed deregulation because they feared the loss of services. They were also not convinced that their constituents would realize any cost savings. The Interstate
Commerce Commission’s remaining regulatory powers were later rescinded in 1994, and the commission was dissolved in 1995. Its relatively few remaining functions
were transferred to the U.S. Department of Transportation.

A 1990 study estimated that the Motor Carrier Act of 1980 saved consumers about $10 billion annually, with producers and distributors saving at least six times
that amount, primarily from productivity gains attributable to reductions in inventory expenses brought about by no longer having to deal with partially or totally empty
backhauls. Also, freight rates fell, in both absolute and inflation-adjusted terms, benefiting both shippers and consumers. Moreover, competition encouraged
technological innovation in the trucking industry. Many firms, for example, equipped portions of their fleets to haul containers, rather than trailers, to speed up the
transfer of goods when interfacing with railroad and water transportation industries. In addition, the application of existing technologies, such as bar-coded package
labels, satellite tracking of vehicles, database tracking of shipments, and computerized route selection, resulted in an increasingly sophisticated industry.*

While the airline, trucking, and railroad industries are no longer subject to national economic regulations concerning rates and routes, all three industries remain
subject to national safety regulations and various national and state laws. Most states, for example, continue to regulate intrastate trucking. They restrict the entry of new
firms, set freight rates, and establish routes for this subset of the trucking industry. 0 States also set weight and size restrictions on trucks to standardize highway
clearances and minimize wear and tear on their highways. Prior to 1984, states did this without national government interference despite the trucking industry’s
complaints that different state standards forced them to load or unload at state lines, operate trucks at less than full capacity, and take longer routes to bypass certain
states. This, in turn, raised costs, which they passed onto consumers.5! They were particularly opposed to weight and length standards imposed by the three so-called
barrier states of Illinois, Missouri, and Arkansas. Their relatively low weight and length standards created a midcontinental barrier for heavy trucks. In 1984, in
exchange for the trucking industry’s support for the 1982 increase in the national government’s fuel taxes, national minimum weight standards were imposed that
eliminated the midcontinental barrier.5? In 1991, the national government once again overrode state authority to set truck weight and length stan-
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dards by banning the spread of state laws allowing double- and triple-trailer combinations.

Another current regulatory issue of some importance to the trucking industry is the national government’s driving time regulation. Noting that about 800 of the 5,203
truck-related fatalities in 1999 resulted from driver fatigue, the U.S. Department of Transportation proposed, on April 25, 2000, to change the hours-of-service rule,
which regulates the number of hours that drivers of large trucks and buses can operate without resting. The rule required drivers to take 8 hours of rest after being
behind the wheel for 10 hours, or 15 hours on duty. Under the rule, which was originally issued in 1935, modified in 1937, and last revised in 1962, drivers could drive
up to 16 hours in a 24-hour day. The proposal, which generated considerable opposition from both the trucking industry and its unions, would have put all drivers on a
24-hour cycle, eliminated the distinction between being behind the wheel and on duty; reduced the number of hours that a driver can work in a given 24-hour cycle to
no more than 12 hours; and required long-haul and regional drivers—drivers who do not report back to their home base of operations every day—to use electronic
onboard recording devices to verify compliance with the new rules. The U.S. Department of Transportation argued that the rule changes would prevent approximately
2,600 crashes, 115 fatalities, and nearly 3,000 serious injuries annually. However, following a strong lobbying campaign by the trucking industry and its unions, the
Transportation Department extended the comment period on its new rules twice, first from its initial July 31, 2000, closing date to October 30, 2000, and then to

December 15, 2000.53 It later dropped the proposed rule change altogether.

CONTEMPORARY DEBATES

Although minor, new construction projects continue to augment the mileage of the now 42,794-mile Dwight D.Eisenhower System of Interstate and Defense Highways
each year, the interstate highway system was, as a practical matter, completed in 1991 at a total cost of approximately $129 billion. The national government provided
over $114 billion of the total amount.>* The interstate highway system’s completion signaled for many a rare, historic opportunity to reevaluate the nation’s highway and
mass transit policies that had, for nearly an entire generation, focused almost exclusively on highway construction. One of those who took a special interest in this
historic opportunity was Senator Daniel Patrick Moynihan (D-NY). Senator Moynihan chaired the U.S. Senate’s Environment and Public Works Committee’s
Subcommittee on Water Resources, Transportation, and Infrastructure. It had jurisdiction over the national government’s highway policy in the Senate. Senator
Moynihan, a former member of Harvard’s faculty, advocated the “balanced transportation system” viewpoint. He was convinced that the national government’s surface
transportation policies had caused needless environmental damage, excessive energy consumption, costly traffic congestion, too many deaths and injuries, and unsightly
sprawl. As discussed in Chapter 3, he played a
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major role in developing the Intermodal Surface Transportation and Efficiency Act of 1991, landmark legislation that made wholesale revisions in the national
government’s highway and mass transit policies.
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