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Praise be to the conscientious members of Congress who lagt year
removed federal speed limits and replaced the antiquated Interstate Com-
merce Commission with the Surface Transportation Board. A clear step
toward less regulation, the Interstate Commerce Commisson Termination
Act required that at least one member of the new three-member board
have private-sector business experience, limited terms of board members
to five years, and limited the STB’s ability to impose artificia labor
protection when new railroads are formed. The STB dready has dlowed
the merger of Union Pacific and Southern Pacific—a move that the Justice
Department, staffed by a dew of trustbusters and regulation enthusiasts,
would have thwarted. The 105th Congress should follow those exemplary
actions with complete deregulation that will enable the transportation sector
to meet commuter needs in the 21 century.
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Competition in domestic transportation has put money back into the
pockets of American consumers and producers since the most redrictive
regulations were abolished in the 1970s and 1980s The Generd Account-
ing Office reported in 1996 that the average airfare per passenger-mile
had decreased 10 percent since deregulation. According to Clifford Win-
gon and Steven Morrison of the Brookings Ingtitution, deregulaion has
led to airfares 22 percent lower than they would have been had regulation
continued. Other estimates of the savings are much higher. Deregulation
of the trucking and railroad industries has achieved smilar results—the
combination of lower freight rates and reduced inventories has saved, by
some estimates, as much as $100 billion annually: Deregulation has led
to the opening of hundreds of innovative short-line railroads—most of
them nonunion in an industry that was higtoricdly amost 100 percent
unionized. Deregulation aso has alowed open entry to the trucking busi-
ness, which has resulted in thousands of start-up, nonunion, motor carrier
companies that have broken the labor monopoly of the Teamgters Union.
At the same time, the quantity and quality of transportation services have
increased and accident rates have declined.

Despite deregul ation's high returns, the government continuesto meddie
with transportation—shipping and urban mass trangt, in particular, are
both heavily subsdized and regulated &t the federd levd. While complete
deregulation is a commendable god, this chapter addresses only the most
costly and inefficient regulations. Ultimately, however, Congress should
completely deregul ate trangportation and return control to the private sector.

Infrastructure, Mass Transit, and Gasoline Taxes

The Department of Transportation should be abolished and public roads,
national highways, and urban mass transit systlems returned to the states
and to the private sector. Whatever justification there may once have
been for a nationa transportation department has disappeared; the god
of creating anationa rail and road network was met long ago. Taxpayers
currently send $14 billion a year to the DOT only to have their money
returned with strings attached. People around the country should not have
to send their money to Washington before it can be spent to construct
locd roads.

The Urban Mass Trangt Act of 1964 should be repealed—its swamp
of requirements fails to keep pace with urban change, preventing the
efficient operation of urban masstransit sysslems. When the act was adopted,
most commuiters traveled from suburbs to cities, now, however, most trips
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are intrasuburban. Despite the shift in commuting patterns, the outdated
trangit act provides incentives to loca governments to build urban rall
and subway systems by providing up to 75 percent of construction funds,
even though many dities need funds for suburban systems such as buses
and car pool lanes. By subsidizing oneform of transportation—in this case,
the least needed and mogt inefficient form—the government encourages
financially strapped locdlities to opt for subsdized sysems despite their
inability to meet commuter needs.

evver automoblle accndents annudly - -
; ___nger savmgs Incressed avalablllty of arllnefllghts has saved_
+.arline passengers $10.3 billion per year:i T LI T
" Consumer savings. Dereguiation of the tracking and railroad indu:
«.jk:‘.‘tn& has saved as much as $1OO billion annually That represen

f$380 insavi ngsfor every personin America—an effectlve increase
n dlspoﬁ)le income of $1 500 for afamny of four

Section 13(c) of the Urban Mass Trangt Act is particularly codly. To
receive federal funding for loca projects, locd trangt authorities must
show that no transit workers will be adversely affected by the proposd;
otherwise, the measure will not be implemented. Thus, proposds for
improved efficiency, which often include recommendations for downsizing
theworkforceor cutting costs, arefrequently thwartedinfavor of protecting
a codly but "job-saving" satus quo.

In conjunction with abolishing the DOT and repeding the Urban Mass
Trangt Act, Congress should return the trangportation tax baseto the Sates
by abadlishing the federal gasoline tax—a primary source of funds for
federdly subsdized infrastructure projects. When sates are dlowed to
assess and fund their own infrastructure needs, they will be able to sdlect
the transportation systems that best meet loca demands and reintroduce
gasoline taxes where gppropriate.
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Railroads

By loosening federal control of rail prices and sarvices, the Staggers
Rail Act of 1980 reduced red prices for most rail services 50 percent.
The Railway Labor Act, however, continues to impede the development
of high-qudlity, efficientrail service. Therailroadshavethemost unionized
workforce in the United States—union dues are compulsory and average
wages for ral workers arein thetop 1 percent of wages nationwide. The
RLA effectively doubles labor cogs and drives up freight rates 20 to 25
percent. In addition, rail unions are the only unions in the country that
can use secondary boycotts to paralyze enterprises that are not direct
parties to a labor dispute. The RLA should be repedled and labor issues
resolved under the National Labor Rdations Act, which regulates labor
relations in the private sector.

For over 25 years Amtrak, the government's passenger rail service, has
operated in the red at the expense of American taxpayers. Although its
sarvicesareneither essentia for socid equity nor aresult of market failures,
nearly 40 percent of Amtrak’s cods are taxpayer subsdized. In 1995
American taxpayers paid some $1 hillion in taxes to cover Amtrak’s
operating cost—half of which is consumed by sdaries and benefits for
its overpaid employeses. Amtrak’s notorioudy poor customer service, pre-
dictable tardiness, and clattery old coaches have caused it to lose its only
legitimate source of funding—passengers. Since 1990 Amtrak has been
losing passengers at arate of 3 percent per year. Even Amtrak spokesman
Clifford Black has sad privatization is a good ides, "provided were
permitted to wean oursdves off of operating subsdies” Congress should
give Amtrak a brief restructuring period and immediate regulatory relief,
after which al subsidies should be terminated and the government's
shares sold.

Air Travel

The competition unleashed by the Air Cargo Deregulation Act of 1977
and the Airline Deregulation Act of 1978 has led to substantialy lower
fares, better passenger service, and more flight options; yet the public has
not been afforded the full benefits of complete deregulation. The federal
government gill owns, manages, or regulatesthe air traffic control system,
airport facilities, and foreign carriers access to U.S. routes.

The Federd Aviation Administration owns and operates the air traffic
control system (ATC)—a high-tech operation that must operate reliably
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24 hours aday, 365 days ayear. The present ATC has proven consstently
that it isnot capable of keeping pace with the rapid advancements brought
about by deregulation. First, civil service congtraints bar the FAA from
atracting and keeping the most experienced controllers. Second, ATC
equipment is outdated and unreliable even though better equipment and
technology have been available for years. According to the DOT, those
systemic weaknesses result in flight delays that cogt arlines and travelers
$5 hillion ayear.

What is even less tolerable than the economic waste are the fatal airline
accidents that have resulted from the ATC’s ineptitude: a number of fatal
callisons, including ground collisons at Detroit Metro and Los Angeles
International airports, were caused by the ATC's mafunctioning ground
radar sysem. The ATC must be freed from the bureaucratic congraints
that make it both inefficient and dangerous. Privatizing the ATC would
dlow airlines to benefit from improved equipment thus enabling them to
meet flight schedules (the mgjority of arline ddays are due to ATC
problems, not aircraft problems). The American public would benefit from
improved arrival and departure times, as well as the increased safety that

* would result from better tracking and routing of planes.

A majority of airports are owned by loca governments and operated
by local administrators. Airport administrators are required to ration gate
use to cariers according to grict federal regulations. If airports were
privately owned, access to gates and flight frequency could be determined
by market forces, which would result in a more efficient alocation of
terminds and gates. For example, higher rates could be charged during
rash hours and lower rates could be charged during lower use times. At
the very leadt, if the government continues to own and operate arports,
rights to gates should be auctioned off. That should only be anintermediate
solution, however; the best solution would be to privatize the arports.

Congress should dso lift the ban that prevents foreign arlines from
flying domestic routes in the United States. Many foreign arlines have
achieved alevd of safety and service exceeding that of U.S. carriers, and
the U.S. traveler shouldbe affordedthis option. Like domestic deregulation,
enabling foreign arlines to compete with domegtic arlines will lower
prices, improve safety, and increase the quantity and quality of arline
services,

Shipping

A hodgepodge of conflicting policies—subsidization, protectionism,
regulation, and taxation—unnecessarily burdens the U.S.-flag fleet, forces
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U.S. customersto pay inflated prices, and curbs domestic and international
trade. The 1995 fiscal budget obligated $503 million for cargo preference
programs done. That figure excluded administrative cods, overhead, and
an additiona $214 million sat asdefor the Operating Differential Subsidy.
And the passage of the Maritime Security Act of 1996 extended those
subsdies for another 10 years. The list of rules and regulations governing
shipping istoo exhaugtiveto catalogue here, but onethingisclear: shipping
policies must be thoroughly reviewed and revamped. Congress should
pay particular attention to deregulation of ocean shipping and other trade-
and consumer-oriented reforms.

In particular, the 105th Congress should reped the Jones Act (section
27 of the Merchant Marine Act of 1920). The Jones Act prohibits shipping
merchandise between U.S. ports "in any other vessdl than avessd built
in and documented under the laws of the United States and owned by
persons who are citizens of the United States.” The act essentidly bars
foreign shipping companies from competing with American companies.
A 1993 Internationa Trade Commisson study showed that the loss of
economic welfare attributable to Americas cabotage (the exclusive right
of acountry to operate traffic within its territory) amountsto $3.1 hbillion
per year.

Because the Jones Act inflates prices, many businesses are encouraged
to import goods rather than buy domedtic products. For those reasons,
Sen. JesseHems (R-N.C.) introduced legidation that would open domestic
shipping to foreign-flag vessdls Helms caled the Jones Act "a harmful
anachronism that enables afew waterborne carriers to cling to amonopoly
on shipping.”” He noted that the Jones A ct hasforced many North Carolina
pork and poultry farmers to import grain from Canada rather than the
Midwest, because certified shipping vessds are unavailable and rail is an
inefficient dternative.

The primary argument made in support of the Jones Act is that we
need an al-American fleet on which to cdl in time of war. But during
the Persan Gulf War, only 6 older vessds of the 460 that shipped military
supplies came from Americas subsdized merchant fleet. Rob Quartel,
then a commissoner a the Federd Maritime Commission, wrote, "In
short, the success of the military sealift—a brilliant feat of logistics—
occurred despite [rather than because of] 75 years of government subsidies,
protectionism, regulation, and energy and management controls” Since
the Jones Act requires American salors to staff domegtic vesdls, it dso
has significant support from organized labor.
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The Top N|ne Costs of Transportallon Regulanon
- Mass transt operatlng costs have mcreeeed at f|ve tlmes the rate

bus mdustry have dedined.” _
o Taxpayers currently send $14 b||||on ayear to the DO

. In 1995 Amencantaxpayers paid some$1 b||||on mtaxesto cover-:
\,\Amtrak’s operatlon cost——ha]f of WhICh |s consumed by»salaneem

-» The Jones Act _costs Amerlca$3 1 billion per year
j . Taxpayers $100000 annually to proteot eech U S seam
job '

Repedling the Jones Act would dlow the domegtic maritime industry
to be more competitive and would enable U.S. producersto take advantage
of lower prices resulting from competition among domegtic and foreign
suppliers. Ships used in domestic commerce could be built in one country,
manned by another, and flagged by ill another. That would result in
decreased shipping codts, with savings passed on to U.S. consumers and
the U.S. shipping industry. The price of shipping services now restricted
by the act would decline by an estimated 25 percent.
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