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FOREWORD 

In October, 197 5, students and faculty from the Lyndon 
B. Johnson School of Public Affairs, The University of 
Texas at Austin, entered into a policy research project on 
transportation issues. The Transportation Committee of 
the Texas House of Representatives sought this study in 
order to develop an information base within several areas 
critical to future Committee decision-making and to define 
the consequences of those decisions. 

Transportation-related problems cover an enormous 
area. Realistically, the scope of the project had to be 
confined to just a few crucial areas: state and regional 
organization for transportation services; transportation 
finance; regulation; freight transportation issues in the 
economic development of an area; and urban transportation 
problems. 

Our committee has been presented with much more 
ip.formation than we could ever have put together on our 
own. We have been reminded that transportation policy 
involves federal, state, and local governments and that we 
must continue to be aware of those complex inter

relationships. In addition to the basic research resulting 
from this project, some specific ideas and recommendations 
have been presented to the Committee for its consideration. 
Some of those recommendations may take the form of 
legislation in the next session of the Texas Legislature . 

I would hope that the Transportation Committee and 
the Texas House of Representatives are not the only parties 
to benefit from the policy research project. For many of 
the students, this was their first "real world" experience in 
government. For others, it was an entry into the specific 
legislative area they hope to work in. It has been, for all 
of us , an invaluable learning experience. 

My thanks to Dr. G. M. Williams, Jr., project director, as 
well as the LBJ School faculty and students for their con
scientious effort in producing a document which is both 
informative and thorough. Hopefully, this project is to be 
just one of many more in a continued working relation
ship between the LBJ School and the Texas House of 
Representatives. 

James E. (Jim) Nugent 
Chairman 

House Transportation Committee 
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CHAPTER I 

INTRODUCTION WITH SUMMARY OF FINDINGS 
AND LEGISLATIVE RECOMMENDATIONS 

PURPOSE OF THE REPORT 

Legislative Needs for Texas Transportation, 1976, repre
sents the collective research efforts, over 9 months, by 12 
graduate students and 4 members of the faculty from the 
Lyndon B. Johnson School of Public Affairs, The University 
of Texas at Austin , under contract to the Transportation 
Committee of the Texas House of Representatives. 

The research objective was to develop insight into Texas 
transportation problems and needs, and to prepare legisla
tive recommendations in anticipation of the 1977 biennial 
session of the Legislature. Three problem areas emerged as 
most critical to the State's future transportation services: 
(1) the need to improve governmental organization for 
transportation policy-making at both state and regional 
levels; (2) the need to increase and rationalize transporta
tion financing; and (3) the need to improve regulation of 
and planning for commercial transportation services. This 
report documents the existence of these problems in Texas 
and offers proposals for legislative consideration. 

This report is addressed specifically to the Transporta
tion Committee, in its preparation for the legislative 
session. However, it is hoped that these research findings 
and recommendations will enhance the response of all 
transportation interests within Texas to the future needs of 
the State. 

·SUMMARY OF RESEARCH METHODOLOGY 

Tasks and procedures undertaken in this research are 
described in detail in Chapter II. It is appropriate here to 
review briefly the manner in which this study was per
formed. The research was structured into the following 
tasks: 

Develop a basic understanding of transportation 
services, markets, and governmental policy. 
Identify specific transportation problems and 
needs in the State of Texas. 
Establish priorities for identified needs and 
problems. 
Define intensively the nature and magnitude of 
priority problems and needs. 
Specify the Legislature's legal authority and 

discretion to enact policies responsive to priority 
problems and needs. 
Identify a range of policy alternatives for legis
lative consideration. 
Select and recommend preferred policy alterna
tives most desirable for legislative enactment. 

Through this process, four problem areas were selected 
for intensive analysis: 

Financing transportation services across the State 
of Texas, with emphasis on highway, rail, and air 
transport needs. 
Governmental administrative organization to plan, 
finance, and regulate transportation services, from 
two perspectives: State government and regional 
transportation districts. 
Problems in planning and regulation of commercial 
transportation in Texas, including issues of regula
tion versus deregulation, some specific problems in 
regulation of the Texas motor freight industry, 
and freight transportation needs for economic 
development of the Rio Grande Valley. 
Urban transportation problems, primarily in finan
cing and planning local service. 

Within each of these priority problem areas, a research 
team was assigned to define the problem's magnitude and 
causes, to ascertain the Legislature's constitutional ability 
to respond to the problem, to identify alternative policies 
potentially effective in resolving the problem, and to 
evaluate the policy alternatives and suggest specific recom
mendations for legislative consideration. Chapters III 
through IX report the findings and recommendations of 
each research team for each priority problem. Chapter 
sections describe the problem definition, legislative discre
tion, policy alternatives, and preferred or recommended 
alternatives. 

This research effort is rather broad and comprehensive in 
scope. Time and resource constraints, therefore, permitted 
it to be neither scientific nor exhaustive. However, it should 
offer fresh insight based on factual information. The 
analysis attempts to provide a comprehensive, integrated 
perspective on Texas transportation legislative needs. It 
may suffer from superficial or cursory treatment of some 
complex issues. Nonetheless, this report should provide a 
framework for prudent discussion and legislative delibera
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tion on ' future transportation policy requirements in Texas . 

SUMMARY OF FINDINGS AND 
RECOMMENDATIONS 

Texas, with its vast land size and dispersed population 
centers, is heavily dependent upon transportation of 
people, goods, and services for the State's economic vitality 

and the welfare of its citizenry. In the Texas tradition, the 
State has responded to this need with development of a 
quality transportation network based primarily on a high
way system. Although past efforts have been successful in 
meeting the State's transportation needs, future prospects 
are not quite so optimistic unless there are some significant 
changes in the mechanisms for governmental administra
tion, planning, financing, and regulation of transport 
services. 

The State's present transportation system evolved in 
parallel with the growth of mobility through the motor car 

. and truck, and the more recent advent of the airplane. 
Simultaneously, Texas had •experienced a decline in rail 
service and intra-city public transit. The transition into 
20th-century transportation occurred at a time when 
natural and financial resources were abundant and when the 
State's population was located primarily in small towns and 
rural areas. This development was fostered through the 
State's governmental fabric which was woven mainly in the 
nineteenth century. State government focused almost ex
clusively on financing and constructing a highway network 
linking the dispersed communities, producers, and markets 
throughout the State. This mission was quite successfully 
accomplished, but times and conditions have changed and 
there is the prospect of even greater change in the future. 
Today, the major transportation issue confronting Texas is 
whether or not it can respond to changing needs with 
similar effectiveness, while concurrently maintaining the 
excellence of the current system. 

The complexion. of the State has changed significantly. 
All trends indicate that this experience will continue in the 
future. The expanding population of Texas is becoming 
increasingly urbanized and of high density. The demand for 
mobility is rapidly mounting as social, commercial, or 
recreational interaction becomes more complex. Yet finan
cial and natural resource limitations are clearly apparent. At 
the same time, the cost of transportation service has 
escalated as a result of inflation, natural resource short
ages, and increased appreciation for the environmental and 
social costs associated with transportation. During this same 
period, the Texas citizenry has witnessed a rapid growth of 
social needs associated with urbanization; thus transporta
tion needs are subject to increasing competition from other 
State needs for public revenues. These developments 
suggest that Texas is and will be confronted with sub
stantial demands for change and improvement of its 

transportation system at a time when the State's available 
resources will be limited and will yield comparatively less 
per dollar of transportation investment than they have in 
the past. 

Therefore, the critical que~tion is whether present 
governmental mechanisms for transportation administra
tion, planning, financing, and regulation are adequate to 
cope with future tasks. The answer turns on whether 
policy-makers have access to accurate information , and 
whether the analysis of that information is made in a 
context sufficiently broad to permit pruden t decisions 
designed to foster development of a transportation system 
capable of meeting the needs of Texas in the decades ahead. 

The conclusion of this study is not encouraging. Serious 
problems are evident which impede a constructive, efficient 
response to today's mobility requirements in Texas. Present 
capabilities are inadequate to develop transportation for 
people and an economy in transition to an urban society of 
high costs and scarce resources, however effectively the 
State's transportation needs were met in the past . 

The need today is for an integrated, balanced transporta
tion system which effectively exploits the efficiencies of 
the several modes of transportation. To do so does not 
require radical governmental reforms but rather incremental 
changes in the process and procedures by which govern
ment makes transportation decisions. The remainder of this 
report will describe specific problem areas, and recommend 
those changes which have been indicated by our research 
effort. 

Before identifying specific problem areas, two general 
concerns should be noted: first, that the State's fragmented 
decision-making process tends to promote and nourish the 
individual transportation modes separately and indepen
dently rather than to weave a coordinated, intermodal 
approach to the State's mobility needs and, secondly, that 
the decision-making process does not appear to adequately 
provide for citizen/consumer views, values, and needs to be 
reflected in transportation policy-making. 

Ideally, State transportation policy should evolve toward 
an integrated system which delivers needed transportation 
services, at the least cost to the user and to society, of the 
kind and mode preferred by the consumer. To do so 
requires that transportation decision makers assess the 
mobility needs of Texas and its regions, and conduct 
planning, financing, regulation, and administration of trans
portation services in a manner designed to meet those needs 
through use of appropriate, least-cost transport modes. This 
decision-making process requires that barriers to intermodal 
planning, financing, regulation, and administration be elimi
nated. 

Today, however, these functions, with rare exceptions, 
are performed in terms of a single transport mode. This 
deprives the policy-maker of the capacity to relate the 
impact of decisions made with respect to one mode on the 
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of her modes; moreover. it does not permit proper emphasis 
on maximization of intermodal efficiencies to meet total 
mobility needs. 

Ideally, State transportation policy should be responsive 
to and determined by citizen/consumer needs, preferences, 
values, and willingness to pay the costs. For this ideal to be 
realized, public decision making must be accessible and 
accountable to the citizens and their elected representa
tives. Furthermore, the citizen and transportation consumer 
must know and be able to express needs, preferences, and 
budgetary values. For these objectives to be realized, the 
form, staffing, and substance of governmental decision 
making in transportation must be understandable, acces
sible, and accountable. Prices charged for transportation 
services must also cover the full cost of the service provided 
so that consumers can accurately and intelligently express 
their needs, preferences, and willingness to pay the full 
costs. It is fair to say that neither of these conditions are 
present today. 

The nature of governmen ta! transportation decision 
making in Texas State and local government often inhibits 
citizen participation and public accountability. The frag
mented governmental organization makes it difficult for 
citizens to discover the locus of decision-making responsi
bility. Transportation planning and regulation are fre
quently performed by governmental personnel who are not 
elected or supervised directly by elected officials and, 
therefore, become remote from direct public accounta
bility. The major source of public revenues for transporta
tion derives from the dedicated highway fund as established 
in the State Constitution. This has had the effect of 
reducing legislative examination and oversight of highway 
expenditures. Finally, much of the decision-making process 
involves complex technical considerations which are 
beyond the comprehension of the average citizen or even 
elected public officials. 

An additional obstacle to responsive decision making is 
the public's inability to articulate its true preferences for 
transportation alternatives and service levels. This results 
from a pricing system which artificially establishes transpor
tation prices through regulation and taxation. These prices 
rarely reflect the full cost of service. The level of the 
subsidy that results is unequal or disproportionate among 
transport modes and services. When the consumers make 
decisions based on apparent prices, without appreciation of 
the subsidy of those choices by other taxes, their prefer
ences are based on illusion as opposed to fact and prudent 
efficiencies. When this occurs, and the consumer chooses 
the transportation alternative which seems least expensive, 
he may use more of it than he would if his decision were 

based on full cost. 
Governmental planners interpret the resulting demand 

for service as an expression of rational, free-market con
sumer choice. They base their forecasts of future demand 

and they build transportation facilities on the basis of 
those consumer choices. Thus, subsidy begets expanded 
facilities and increased use, which in turn leads to further 
expansion of facilities and additional subsidy. This ap
parently endless cycle, which our study indicates has 
particular application to the case of motor vehicles and 
highway construction, has distorted the pattern of con
sumer choice regarding the appropriate mix and levels of 
transportation services. As public resources become in
creasingly .scarce, it is likely that there will be less tolerance 
for this confusion and disguised subsidization. 

Public-responsive, intermodal decision making must be
come the objective of Texas transportation policy. The 
remainder of this chapter summarizes recommendations , 
presented in detail in Chapters III through IX, which we 
believe would help achieve these objectives. Summarization 
does not do justice to complex and intricate policy 
proposals; therefore , the reader is urged to pursue the full 
exposition of each issue in the substantive chapters. The 
purpose of this brief outline is to provide the reader with an 
overview, so that each chapter may be read in terms of a 
comprehensive perspective. 

1. Improve governmental organization for transportation 
policy-making: 

Transportation policy should be made on the basis of 
coordinated, intermodal analysis of needs and efficiencies. 
It is recommended that the Legislature: 

Abolish dedicated, earmarked, trust-fund financing 
for the individual transport modes and establish, 
for budgetary purposes, a general transportation 
account into which revenues would accrue from 
user fees levied on all modes and from which 
future expenditures would be appropriated to 
projects and modes according to past performance, 
future needs, public desires, and potential efficien
cies. 
Require a multi-modal, statewide transportation 
plan which would supercede and integrate plan
ning activities of the State's modal agencies. 
Ultimately, a State Department of Transportation 
should be created to perform this function. Jn the 
interim, the plan could be produced through 
effective use of the Inter-agency Transportation 
Council, with staff support from the Governor's 
Office of Budget and Planning. 
Require that Commissioners of the modal agencies 
represent a range of the State's diversified trans
portation interests including consumers, suppliers, 
technical experts, and financiers. Commissioners 
should serve at the Governor's pleasure and be 
subject to dismissal by him if they do not reflect 
public opinion and a diversity of State interests. 
Reorganize transportation regulatory agencies so 
regulatory decisions would reflect the State's need 
for competition and economic parity among 
modes. This might be achieved either through 
combining existing regulatory agencies or by 
creating effective communication mechanisms 
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which require intermodal information and consid
era tions for regulatory de cisions. 

Future needs may necessitate increased prov1s10n of 
transportation services on a regional basis. Because of 
Texas' size and diversity, there is need for a variety of 
options in regional transportation jurisdictions. It is recom
mended that the Legislature: 

Authorize the State 's counties to perform multi
functional transportation roles and· operate multi
modal services, if the local citizenry desire to 
exercise this option. 
Amend current legislation which authorized 
regional transit authorities only in Houston and 
San Antonio, so that any region within the State 
would have this option. Existing statutes also 
should be changed to provide for effective 
methods for financing regional transportation. 
These should include elimination of present taxa
tion prohibitions. 
Orient State agencies toward providing intermodal, 
mu/ti-functional transportation service which, if 
requested, could function in local areas without 
the capacity for self-provision. 

2. Increase and rationalize transportation financing in 
Texas: 

Finances appear scarce for all transportation modes in 
Texas. Severe inflation is escalating the cost of maintaining 
the existing transportation netwprk, plus restricting devel
opment of additional facilities and services. Present alloca
tions of available financial resources to the various modes 
overwhelmingly favor highways, perhaps at the expense of 
other modes and the State's total needs. It is recommended 
that the Legislature: 

Commission a comprehensive study of the State's 
current and long-term financial requirements for 
transportation and priorities among modes, as part 
of the recommended statewide, multi-modal plan. 
Present assessments of financial need are frag
mentary, noi coordinated among modes, involve 
complex technical calculations incomprehensible 
to laypersons, and frequently are derived from 
unclear and inconsistent definitions of need and 
priority-all of which impede rational legislative 
allocation ofavailable funds. 
Adapt user-fee financing for a multi-modal trans
portation system, if the recommended needs
assessment demonstrates merit in increasing trans
portation expenditures. User fees place the 
primary burden of transportation finance on the 
consumer/user, allowing efficient choices and 
equ itable cost allocation. As suggested previously, 
user-fee revenues should be allocated to trans
portation services according to the State's needs 
and established priorities. 
Abolish dedicated modal financing simultaneously 
with expansion of existing and additional user-fees 
such as the fallowing, if needed: 

First Priority 

Increase Certificate of Title fees. 
Eliminate the Motor Fuel tax refund for general 
aviation. 
Tax all aviation fuels, including jet fuels. 
Charge an aircraft registration fee. 

Second Priority 

Increase The Motor Fuels tax. 
Restructure the Motor Vehicle Registration fee . 
Charge a fee for pilot registration. 
Expand the use of toll roads for future highways. 
Levy a Refinery Tax, if feasible. 

Urban transportation problems are significantly related 
to financial issues. Inefficient use of the automobile and 
inadequate public mass transportation, the principal urban 
problems, derive in part from the inadequacy of local 
revenue sources and inequitable financing mechanisms 
which disproportionately subsidize automobile use. To 
increase local revenue sources for transportation efficiently 
and equitably, consistent with concepts of intermodal , 
user-fee financing, it is recommended that the Legislature: 

Permit municipalities to assess a registration fee on 
motor vehicles. 
Continue toll fees on existing toll roads beyond 
repayment of current debt, to pay the costs of 
continuing maintenance, repair, policing, and 
other administration. 

• Provide operating financial assistance to publicly 
owned and operated mass transit services, in 
addition to current capital grant assistance pro
grams. 

3. Improve regulation and planning for commercial trans
portation in Texas: 

There has been continuing controversy about govern
mental regulation of commercial transportation. The funda
mental issue is whether government regulation should be 
maintained and perhaps increased, or should the private 
marketplace play a greater role in determining what 
transportation services should be provided, to whom, and at 
what price? Be.cause of the uniqueness of the transportation 
market and because, historically, determination of price 
and service standards has been perceived as intimately 
related to State and national interests, government has 
evolved as the dominant decisionmaker through various 
forms of regulation. To return the making of these 
decisions to market forces would require careful determina
tion of the economic, social, and political consequences of 
that action on current services and prices. Factual informa
tion upon which to forecast potential consequences to 
Texas transportation suppliers and users was not available 
to this research effort and may not exist. It is recom
mended that the Legislature: 
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Commission a factual analysis of the anticipated 
consequences of deregulation of the transportation 
market versus continued or increased regulation by 
either or both the State of Texas and the Federal 
Government, so that the Legislature may assess 
those consequences and evaluate their political 
desirability. Specifically, this study should eval
uate the following issues: 

- whether potential benefits from deregulation 
in increased service and lower prices to some 
areas and shippers outweigh the potential costs 
of reduced service and higher prices for other 
areas of the State; 
- whether the potential impact of deregulation 
on economic development and living patterns in 
different parts of the State would be desirable; 
and 
- whether the interests of the State might be 
better served by greater reliance on market 
decision making and deregulation, with perhaps 
direct subsidization of transportation to areas 
adversely affected and requiring special assis
tance rather than continuation of the "hidden 
subsidy" that regulation now provides. 

The motor-carrier industry in Texas evidences some 
specific regulatory problems. In a survey of the Texas 
industry and its regulation, abuses and inefficiencies were 
revealed. Although most of these abuses and inefficiencies 
could be cured by deregulation, the full consequences of 
deregulation are unknown. It appears that some immediate, 
incremental regulatory improvements could be enacted, 
while the longer-term issue of regulation versus deregulation 
receives due deliberation. Therefore, it is recommended 
that the Legislature, in association with the transportation 
regulatory and enforcement agencies: 

Redefine certification of motor carriers to clarify 
the present system of restrictive and/or ambiguous 
statutes and regulations and to loosen the artificial 

regulatory barriers which were intended to stabilize 
the motor-carrier industry and protect the con
sumer, but which today cause inefficient operations. 
Increase enforcement of motor-carrier regulation 
to discourage speculatory practices which lead to 
illegal activity, to make workable the present 
statutes and rules which seek to remove "cutthroat 
competition'', and to insure service to smaller 
communities. 
Improve the administrative procedures of motor
carrier rules and regulations to insure efficient pro
cessing of all matters relating to carriers and 
shippers. 

Commercial transportation services are critical deter
minants of economic development in regions within the 
State of Texas. As a case study, it was found that 
commercial transportation is essential to the South Texas 
region's economic development efforts. Decentralized 
freight movement and fragmented, often-conflicting efforts 
by local governments serve to impede development of 
efficient, inexpensive, and quality freight transportation' in 
the region. It is recommended that the Legislature : 

Authorize and finance the Greater South Texas 
Cultural Basin Commission to plan, coordinate, 
and develop a unified, multi-modal transportation 
network in the South Texas area. High priority 
areas for Commission action are : 
1) to conduct a study to provide primary informa

tion on the flow of goods entering and leaving 
the South Texas area; 

2) to assist regional councils of government and 
cities in developing effective railroad abandon
ment and relocation plans that incorporate the 
use 9f multi-modal terminals, and serve the 
regional interest; and 

3) to assist areas in South Texas in developing 
regional airports, e.g., a Rio Grande Valley 
regional airport, which would provide needed 
air services for the economic development of 
the area. 
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CHAPTER II 

RESEARCH TASKS AND METHODOLOGY 

This study was performed within a rather unique 
context. Academic training of people for careers in govern
ment was combined with a pragmatic need for information 
on transportation-related problems and alternatives in 
anticipation of the next biennial session of the Texas 
Legislature. 

The Policy Research Project is an integral component of 
the two-year curriculum leading to a master's degree in the 
Lyndon B. Johnson ~chool ofPublic Affairs, The University 
of Texas at Austin. These nine-month, client-oriented 
research efforts educate students simultaneously in the 
metl).odologies of policy analysis and the realities of public 
policymaking. During the academic year 1975-1976, with 
contract support from the Transportation Committee of 
the Texas House of Representatives, 12 graduate students 
and 4 members of the LBJ School faculty examined Texas 
transportation needs and legislative alternatives. 

RESEARCH OBJECTIVES AND SCOPE 

The research project had two missions: legislative re
search and a "real-world" learning experience for students. 
The primary · objective was to provide the Transportation 
Committee with some insight into issues expected to arise 
during the upcoming legislative session. Specifically, this 
included the nature and magnitude of transportation
related problems and needs in Texas, the Legislature's 
constitutional ability and responsibility to deal with iden
tified problems, alternative policies potentially responsive 
to those problems, and specific recommendations for 
legislative action. Achievement of this objective would 
concommitantly satisfy the second purpose, that of training 
studen ts in the process of policy analysis and in . the 
substantive area of transportation policy. 

The scope of the study is broad and comprehensive. It 
was designed to provide an extensive survey of Texas 
transport needs and alternatives rather than an intensive, 
exhaustive study of a single aspect of the subject. The 
advantage of this approach is a comprehensive, integrated 
perspective for legislators and students. A potential 
disadvantage may be superficial or cursory treatment of 
many of the complex issues addressed. 

RESEARCH TASKS 

The methodology was designed to begin by taking a 
broad view of transportation policy and Texas needs and 
then attempt to narrow the focus to those priority issues 
likely to emerge in the next legislative session. This process 
consisted of the following research tasks: 

1. Develop a basic understanding of transportation 
services, markets, and governmental policy. 

2. Identify specific transportation problems and needs 
in the State of Texas. 

3. Establish priorities for identified needs and problems. 
4. Define intensively the nature and magnitude of 

priority problems and needs. 
5. Specify the Legislature's legal authority and dis

cretion to enact policy responsive to priority prob
lems and needs. 

6. Identify a range of policy alternatives for legislative 
consideration. 

7. Select and recommend preferred policy alternatives 
most desirable for legislative enactment. 

Procedures employed to accomplish each task are 
described below. 

RESEARCH METHODS FOR EACH TASK 

1. Develop a basic understanding of transportation 
services, markets, and governmental policy: 

To analyze Texas' needs and policy alternatives, it 
was first necessary to become educated generally 
about transportation and government's traditional 
role with the private sector in providing the multitude 
of passenger and freight transport services. 

This task was conducted through three efforts: a 
literature review, an analysis of transportation func
tions within Texas state agencies, and field interviews 
with a variety of private and public sector personnel. 
The transportation literature, especially research re
ports with Texas focus, was surveyed and abstracted. 
This literature review emphasized the conceptual 
development of a model of the transportation mar
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ket, the decision processes of consumers and sup
pliers. and the typical ways in which government 
intervenes in that market process. Through review of 
publications and interviews with State personnel, a 
crude analysis was developed which depicted current 
Federal and State roles in transportation and identi
fied the various State agency responsibilities. 

These conceptual perceptions were then tested 
empirically through field interviews with persons 
throughout the State who were involved as service 
providers, consumers, shippers, regulators, and vari
ous other policy makers. 

2. Identify specific transportation problems and needs 
in the State of Texas: 

The purpose of this task was to make a compre
hensive survey of the State to reveal problems and 
needs experienced by transportation practitioners and 
consumers under current governmental policies and 
market operations. The intent was to make a cursory 
study which would indicate the range of problems, 
from which major issues could be identified and 
selected for intense examination. 

To achieve this study, four sources of information 
were utilized: statewide data on Texas transportation, 
a review of research literature specifically on Texas 
needs, meetings with the House Transportation Com
mittee members and staff, and intensive field inter
views in selected regions of the State. Efforts to 
locate useful and pertinent data on Texas transporta
tion were relatively unsuccessful. The absence of a 
central planning agency prevents systematic collec
tion and reporting of statewide statistics. The re
search literature was of assistance, especially in 
identifying specific problems within the transporta
tion modes or within specific regions of the State. 
However, there was a dearth of material which 
examined the State's overall needs, across the regions 
an_d encompassing all modes and levels of govern
ment. 

The most productive information sources arose 
from continuous discussion with the Transportation 
Committee staff and members and from in-depth 
surveys of transportation personnel in selected re
gions of the State. The Committee's Chairman, 
members, and staff are in frequent contact with 
transportation agencies and interest groups and thus 
are quite aware of their problems. Committee person
nel also have experienced a history of previous 
legislative sessions and unresolved issues. Most helpful 
to this research was the Chairman's interest and 
curiosity about a number of specific problem areas. 

With the insight gained from the literature and the 
. Committee, a survey of State and local transportation 

Research Tasks And Methodology 

practitioners was structured. Four field teams inten
sively examined problems and needs in four regions 
of the State: Dallas-Fort Worth; Houston; Central 
Texas-primarily Austin and San Antonio; and South 
Texas, with emphasis on the Rio Grande Valley area. 
At the same time, a fifth team was assigned to survey 
the State administrative structure in transportation to 
ascertain problems from that perspective. The five 
field teams interviewed a range of transportation 
interests: local and regional governmental agencies; 
public and private suppliers of transportction services 
in all modes; consumer groups; private shippers; 
Chambers of Commerce; research and planning organ
izations; and general citizens. A broad set of ques
tions was developed which attempted to reveal the 
nature of existing transportation service, problems 
and needs, the "root" causes of the problems and 
needs, and views as to desired changes in State 
transportation policies. 

In no order of priority, this set of problems and 
needs emerged from this task: 

Problem /: Mechanisms and Strategies for Financ
ing Texas Transportation Services (passenger and 
freight) 

subsidy, user fees, regulated entry and fares, 
etc. 
subsidy grant allocations: Federal, State and 
local 
State role in building and operating transport 
facilities 
urban transit operating subsidies 
highway trust funds insufficient for future State 
and local needs 

Problem //: Optimal Organization of State and 
Local Government to Plan and Regulate Transport 

define planning and regulatory policy and 
administrative roles: Federal, State and local 
intergovernmental coordination and planning, 
jurisdictional overlap and conflict 
regional transport authorities 
State reorganization of: 
1) regulatory function-separate transport regu

lation from Railroad Commission and com
bine with TAC; and 

2) planning function-broaden professional 
expertise, modal orientation, and citizen 
input into transport planning decisions. Im
prove codcern and _perspective of decision 
makers in State agencies. 

Problem III: The Texas Transport Market: Compe
tition and Deregulation 
- intra-state aviation unregulated as to rates and 
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competing on routes with regulated interstate 
carriers 
motor freight permit system: use and abuse 
general quality of Railroad Commission trans
port regulation 
Federal deregulation and impact in Texas 
subsidized freight transport (facilities and oper
ation) for state economic development 

Problem JV: Inadequate Transport System Data 
inadequate for planning : no system description 
(freight , commodities, and passengers) 
validity of 1970 census for future planning 

Problem V: Intra-City Transportation Regulation 
constraints on entry (cabs, jitneys, para-transit) 

- public-subsidized services competing with local 
private" service 

Problem VJ: Transport for Those Unable to Pay 
non-emergency medical assistance recipients 
(court-mandated) 
social service recipients (HEW financed) 

Problem VII: Tra.nsport in Rural Areas 
- freight 
- passenger 

3. Establish priorities for the identified needs and 
problems: 

The next task was to reduce this large list of 
problems and needs to a size of manageable propor
tion within the competencies and capabilities of the 
research team. To do this, the problem areas were 
assigned relative priorities, based upon two criteria: 
most importantly, the probability that the problem 
area would emerge as an issue demanding legislative 
action in the next session; and secondly, the con
fidence of the researchers in their competence to deal 
with the technical complexities of the specific prob
lem and its potential policy alternatives. The research 
team felt that examination of a maximum of four 
problem/needs areas would be all that research 
resources would permit. 

According to the two criteria, the following four 
issue areas were selected for more intensive study: 

1) Financing transportation services across the State 
of Texas, with emphasis on highway, rail, and air 
transport needs. 

2) Governmental administrative organization to plan, 
finance, and regulate transportation services, from 
two perspectives: state government, and regional 
transportation districts. 

3) Problems in planning and regulation of commercial 
transportation in. Texas, including issues of regula

tion versus deregulation, specific problems in 
regulation of the Texas motor freight industry, 
and freight transportation needs for economic 
development of the Rio Grande Valley. 

4) Urban transportation problems, primarily in fi
nancing and planning local service. 

4. Define intensively the nature and magnitude of 
priority problems and needs: 

Subsequent to selection of the four priority 
problem areas, research teams were assigned to each 
problem area. Their initial mission was to return to 
the sources which originally suggested the problem's 
existence, to define it in detail, to determine its 
nature and magnitude, and to delineate the problem 
causes. Without an understanding of causes, it would 
be impossible to recommend prudent action to the 
Legislature. 

Problem definition required an understanding of 
how each function of transportation ought to per
form or was designed to perform, so criteria could be 
established for measuring actual performance in 
Texas. These crit.eria were abstracted from the legisla
tive .history of previous transportation bills, from 
policy statements by State agencies, and from the 
transportation literature- especially that dealing with 
transportation economics, financing, and regulation. 

A major criterion for evaluating the efficiency and 
effectiveness of a transportation system's perfor
mance is the extent to which planning, financing, and 
regulation are intermodal in concept. The objective of 
public policy should be development of an integrated 
transportation system which fully utilizes the intrin
sic efficiencies of each transportation mode. The 
absence of an intermodal orientation in transporta
tion functions of Texas government is an underlying 
cause of many of the State's transportation problems 
identified in this study. Instead, the critical functions 
of transportation planning, financing, and regulation 
are performed by separate administrative agencies for 
each mode, independently with little consideration 
for potential impact on other modes or for the 
importance of establishing and maintaining a bal
anced, intermodal transportation system. 

Other criteria were developed for each problem 
area and are stated explicitly within each of the 
substantive chapters which report the problems, 
findings, and recommendations by problem area. 

5. Specify the Legislature's legal authority and discre
tion to enact policy responsive to priority problems 
and needs: 

Before examining policy alternatives which might 
alleviate the priority problems, it was first necessary 
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to identify the legal barriers to legislative action. With 
the project's limited resources , examination of policy 
alternatives beyond the scope of the Legislature's 
authority would have been unproductive. The objec
tive of this task, therefore, was to discover Federal, 
State, or local restrictions which would prevent the 
Legislature from dealing effectively with the identi
fied problems. 

Although the research team had some access to 
legal resources, it was not competent to make 
definitive legal assessments of the Legislature's au
thority. However, an attempt was made to identify 
commonly accepted legal barriers, to provide the 
Legislature with a practical frame of reference, and to 
limit recommended policy alternatives to those with, 
at least, legal feasibility. This check list was developed 
to guide the research groups assigned to the four 
problem areas: 

Federal Restrictions 
1. Is the action prohibited by the U.S. Constitu

tion? 
2. Does the action conflict with a Federal statute? 
3. Does the action conflict with a Federal regula

tion? 

State Restrictions 
1. Is the action authorized by the State Constitu

tion? 
2. Is the action prohibited by the State Constitu

tion? 
3. Is the action prohibited by State statute? 
4. Is the action prohibited by an administrative 

regulation? 

Local Restrictions 
1. Is the activity prohibited by a city charter or 

municipal ordinance? 
2. Is the action prohibited by administrative regu

lation? 

6. Identify a range of policy alternatives for legislative 
consideration: 

From the beginning of this research effort, it was 
clear that the project's client, the House Transporta
tion Committee, would be best served if it were 
provided with a range of policy alternatives in each 
problem area. Full legislative deliberation on these 
issues would not be enhanced by this research report 
if it offered only its perceived "best" legislative 
solution to each problem without reference to the 
relative merits of available alternatives. Each research 
team endeavored to identify and describe several 
alternative ways for the Legislature to deal with the 
problem under consideration. Excluded from these 
suggested policy alternatives were options that ap

peared to conflict with Federal or State constitu
tional provisions, unless expressly noted. 

The list of alternatives in each problem area was 
generated from two primary information sources: the 
research literature and suggestions offered during 
field interviews. Many of the transportation issues 
facing Texas are similar to those confronting other 
states and the Federal government. A rich literature 
offers a spectrum of policy prescriptions for amelio
rating these problems. However, some of the issues 
are unique to Texas, ·as the State's Comtitution and 
its administrative organization differ sufficiently from 
those of other states to require unique responses to 
Texas needs. Where such was the case, the research 
team depended heavily upon local experts and State 
officials for advice on appropriate legislative alterna
tives. 

7. Select and recommend preferred policy alternatives 
most desirable for legislative enactment: 

To report only a range of policy alternatives 
without any expression of preference would do 
injustice to the learning experience gained through 
this study and would sacrifice informed opinion for a 
meaningless illusion of objectivity. Thus, within each 
problem area, alternative means of responding to the 
problems were comparatively evaluated, and an at
tempt was made to identify and substantively support 
those considered · to be preferred or high-priority 
alternatives. 

Evaluation of policy alternatives is complex and 
difficult. Sophisticated techniques such as cost/ 
benefit analyses were beyond the scope of this 
research effort and probably beyond the state of the 
art. Nonetheless, the evaluation sought objectivity, 
with explicit criteria employed for each set of 
legislative alternatives. 

A generalized set of criteria was not applicable to 
each group of problems. Evaluative measures and 
rationale were established to fit the distinct needs of 
each problem area. These are reported in the substan
tive chapters of this report. 

The evaluations specifically avoided assessment of 
the political feasibility of the alternatives discussed. 
The research team did not have the competence to 
make political assessments, nor was it able to evaluate 
assessments of political feasibility asserted by others. 
The project's client, the House Transportation Com
mittee, consisting of elected officials, is best able to 
measure political feasibility. 

Each research group did assess the degree of 
difficulty involved in the case of desirable alternatives 
which would require amendment of the State Consti
tution. In light of the recent defeat of a proposed 
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new constitution , it was decided that legislati ve 
recommendations requiring constitutional revision 
would be accorded low priority. Similarly , alterna
tives which implied potential conflict with existing 
Federal regulations, statutes, policies, or constitu
tional provisions, and which might require resolution 
in court, were also given low priority consideration. 

CONCLUSIONS AND CAVEATS 

In the application of these analytical processes and 
procedures , the project's student and faculty participants 
received invaluable support from the Chairman and mem
bers of the House Transportation Committee and its staff, 
and were greatly assisted by transportation practitioners 
and public officials throughout the State. A large amount of 
information was generated and analyzed in accordance with 
the research design described on the preceding pages. As 

this document should evidence , the research team learned a 
great deal about Texas transportation needs. Whether it has 
realized its purpose-to propose potentially significant 
reforms for legislative consideration- is left for others to 
judge. 

However, as is apparent from its research design and 
methodologies, this study is neither scientific nor exhaus
tive. Hopefully, it has been systematic and offers fresh 
insight based on factual information. Because most of the 
research effort was devoted to problem identification, those 
findings are considered to have a high degree of validity . 
Policy alternatives and recommendations are suggested, but 
the limited time and resources available for their analysis 
does not allow as high a . level of confidence in those 
prescriptive proposals. The proposed preferred alternatives 
represent the group's best analysis, given time and resource 
constraints. Nevertheless, these preferences reflect consid
ered judgments, and are regarded as measurably superior to 
the alternatives examined. 
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CHAPTER III 

IMPROVED TRANSPORTATION DECISION-MAKING 
IN TEXAS STATE GOVERNMENT 

SUMMARY OF RECOMMENDATIONS 

I. Dedicated, earmarked trust funds impede effective provi
sion of transportation services. Such funding inhibits 
transportation service decisions which respond to chang
ing public needs with intermodal planning. A general 
transportation account should be established in the State 
budget, and the funds distributed to projects and modes 
on the basis of past performance, future need, and 
public desires . 

2. It is recommended that a multimodal planning mecha
nism be formed; its decisions and recommendations 
would have to be adhered to by the various State 
transportation agencies. Ultimately this would lead to 
establishment of a State Department of Transportation 
to reflect the concept of an integrated transportation 
system in Texas. 

3. Transportation policy-makers should be more reflective 
of, and responsive to, the Texas population and its 
transportation interests. Commissioners appointed by 
the Governor should represent the range of interests of 
transportation consumers, suppliers, technical experts, 
and financiers. In addition, the Governor should have 
the authority to dismiss commissioners when these 
interests are no longer represented. Ideally, there should 
be a State transportation department with a director 
appointed by the Governor and the separate commis
sions with transportation jurisdiction should be elimi
nated. 

4. A unified process is essential to transportation regula
tory decisions which achieve economic parity between 
the modes. Such a process can be achieved by either 
combining the transportation regulatory agencies or by 
creating effective communications mechanisms which 
allow in termodal considerations in regulations. 

INTRODUCTION 

This study is motivated by a concern that transportation 
services may be less than what Texas needs or is capable of 
providing. It has been contended that Texas transportation 
may be inefficient; may over-emphasize one mode; may not 

be properly planned; may not be adequately or efficiently 
financed; may not be regulated effectively; and is often not 
responsive to Texas needs and desires. Resulting ineffi
ciency can be especially critical in this period of limited 
financial and natural resources. The energy crisis has 
affected Texas transportation. About 25 percent of the 
United States' total energy and about 60 percent of crude 
oil is consumed for transportation, most primarily for 
highway transportation. 

This analysis seeks to assess transportation decision
mechanisms in Texas through an evaluation using criteria 
that reflect the concerns noted earlier. The focus of this in
vestigation is the laws, regulations, customs, and private and 
governmental institutions that determine transportation 
decision processes in Texas. No attempt is made to evaluate 
the quality of decisions. Rather, it is assumed improvement 
is desirable. This effort attempts to examine organizational 
changes which could lead to better transportation decision 
making. 

Methodology 

This component of the study began with an examination 
of the current literature available concerning the establish
ment of transportation policy. In addition, many interviews 
were conducted with officials from all of the State trans
portation agencies. From the literature search and the inter
views, criteria were developed to evaluate the decision
making mechanism. This paper attempts to apply the 
selected criteria to the various State transportation agencies 
in an effort to determine organizational reforms necessary 
to improve transportation decision making. 

CRITERIA FOR EVALUATION 
OF THE DECISION PROCESS 

Two criteria form the basis for evaluation of Texas 
transportation decision making: public responsiveness and 
an intermodal approach. Scope is limited to three impor
tant functions relevant to transportation policy: funding, 
planning, and regulation. The concern is that each of these 
functions be performed in a publicly-responsive and inter
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modal manner. 

PUBLIC RESPONSIVENESS 

Many State decision makers are not elected, although 
their decisions directly affect citizens. 

When state highway department officials, most of 
whom are civil servants in the executive branch of 
state government (wittingly or unwittingly) make 
equity judgements, they are beyond the realm of 
their administrative, technical-analytical, and imple
mental duties. Even if the commissioner or commis
sioners are appointed by the governor, their responsi
bility to the voters is too remote for them necessarily 
to be equipped or motivated to evaluate the dis
tributional effects of route location in urban areas 
throughout the state (Steinberg, p. 39). 

Public responsiveness is also concerned with citizen 
participation. The landmark Model Cities legislation was the 
first to openly recognize the divergent interests in our 
society and called for these interests to work together at 
the grass roots level to develop programs. This introduction 
motivated growth in the citizen-participation concept. 
Citizens now desire significant roles in issues once isolated 
from broad-spectrum citizen participation. 

Public responsiveness encompasses two major issues: 
(1) Who should determine state transportation needs? 
(2) Does the decision-making process for determining and. 
resolving these needs recognize and draw upon divergent 
Texas interests entitled to participation? 

Policy and decision-making officials shotild represent the 
broad spectrum of society, not unified values and wan ts. It 
is assumed that such officials will either be elected or be 
appointed by an elected official. To represent this broad 
spectrum of interests in transportation means that the 
commissions which direct the transportation agencies 
should include transportation consumers (both passenger 
and freight), the transportation industry, the transportation 
"experts," and the transportation financiers. Commis
sioners with divergent interests and backgrounds would not 
allow any decision process to be subverted or limited by 
denying public participation. 

INTERMODAL APPROACH 

Sins;e passage of the Federal-Aid Highway Act of 1962, 
which placed major emphasis on comprehensive, coopera
tive, and continuing transportation planning, intermodal 
planning has been recognized as essential because it is more 
efficient than single mode agencies and, more importantly, 
it provides the transportation services desired by the 
people. 

A definition of "intermodal" is simply "between the 
modes." The implication, however, is that decisions per
taining to one mode affect the other modes. An intermodal 

transportation system recognizes this interrelationship and 
exploits the relative advantages of each mode to satisfy 
travel needs within the state interest. 

Former Transportation Undersecretary John Robson 
describes the single mode problem this way: 

Our urban transportation process has been inadequate 
because decision-making authority · has commonly 
been fragmented among a crazy quilt of commissions, 
agencies, authorities, boards, officials, and political 
jurisdictions. Highway commissioners build roads, 
planning commissions make plans, zoning boards 
zone-often indifferent and sometimes hostile to the 
goals of others. It is small wonder that many good 
ideas have perished in the maze. (Burby, p. 256). 

This fragmented decision process results from reliance on 
single purpose or modal agencies. 

It is our contention that intermodal decision processes 
can alleviate the narrow vision intrinsic to single-mode 
agencies. An intermodal process, for example, can plan for 
port facilities coordinating with rail, highway, and other 
modes. Unlike an employee of a singular mode who would 
work only on development of one element of the transport 
system, employees of an intermodal agency would view the 
total system including air, private car, bus, taxi, truck, and 
rail. This approach considers the relative advantages of all 
1modes simultaneously and presumably would permit more 
\effective planning and coordination across all modes, 
responsive to the State's tr'ansportation needs. 

Form follows function.', This is especially true in organi
zation of decision processes. Since transportation should 
function as an integrated system, the organization of such a 
system should be functional (Steiner, p.4). 

Three important functions performed in transportation 
with governmental assistance are funding, planning, and 
regulation. The three functions are, of course, related. It is 
difficult to plan without funds or other means of imple
menting and enforcing plans. Sources of funds may depend 
upon the kinds and extent of planning done. Regulation 
may also depend upon the plans for transportation services 
and the need to regulate private enterprise to achieve that 
plan. 

Funding is an important function in transportation 
decisions, since the source of funds may directly affect the 
kind and extent of transportation activities to be planned. 
·Many states, for example, have revenue sources that ·must, 
by law, be reserved for expenditure to achieve only one 
purpose, or mode. These dedicated funds, as for highways, 
directly violate the need for approaches which are publicly
responsive and intermodal. Public desires and needs change 
over time. The State should be able to shift money from 
one transport mode to another in response to these changes 
in need, but is constrained because financing has been 
limited exclusively to previous needs. To be responsive to 
changing public needs with varying combinations of modal 
services, funds for transportation should be integrated and 
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then allocated to the various modes according to a plan. 
This should be done without restrictions due to funding 
having been dedicated on the basis of needs which existed 
in previous years. 

Planning in transportation occurs at several levels within 
the industry and within government, from individual carrier 
to State agencies, the Legislature, and the Governor's 
Office. To plan a transportation network which is publicly
responsive and in termodal, planning should be performed 
by a state agency which is responsible to the Legislature 
and the Governor and which involves all modes. The Federal 
Highway Research Board describes this process: 

Statewide transportation planning should be con
cerned with the preparation of a transportation plan. 
In order to both generate alternative plans and make 
useful comparisons between alternative plans, the 
planner must acquire the capability of determining 
the impacts of proposed transportation actions and 
other functional planning on the full range of human 
aspirations. These proposed actions, both public and 
private, may take the form of physical additions to 
the transportation systems, improvements thereto, 
and policies and regulations with respect to the 
transport of people and goods. The aspirations on 
which proposed action impact are typically referred 
to as goals and they should be as broad and 
comprehensive as possible, but, to the extent feasible, 
the impacts should be in measurable terms. Results of 
the examination Of proposed or alternative actions 
should be widely circulated in order to allow a broad 
review of alternatives. However, the major recipients 
of such information should be the administrative 
agencies, the legislature, and the executive offices 
responsible for implementation of proposed actions. 
A collection of a set of these proposed actions 
interrelated with respect to modal systems and 
organized with respect to a specified time frame 
constitutes an alternative plan. These alternative plans 
should include facilities as well as policies and should 
be submitted to the appropriate agency(s) for review, 
approval, and implementation. However, plans includ
ing those elements that have been approved will be 
subject to a continuous review and reappraisal process 
constituting an integral function of statewide trans
portation planning (National, p. 9). 

Regulation· is the limitation of private activity in the 
public interest. Transportation regulation ranges from 
rate-setting to market entry and route restrictions designed 
to protect the industry and the consumer. 

Col) troversy exists over the degree and kind of state 
regulation. Nonetheless, all parties concerned seem to agree 
that, if regulation is necessary, it must focus on economic 
parity across modes based on the inherent efficiencies and 
services among competing modes: 

Efficient coordination and movement of traffic by 
the cheapest possible agency, or combination of 
agencies, cannot possibly be realized under an un
coordinated regulatory system such as we now 
possess. Not until we establish a unified system of 

Improved Transportation Decision-Making 

regulation which will place all transportation agencies 
upon a basis of economic parity will a unification of 
transportation that means anything from an econo
mic standpoint be possible (Burby, p. 25). 

In evaluating Texas transportation regulation, the deci
sion-making process will be examined to ascertain whether 
or not regulatory processes are capable of cross-modal 
deliberations and have access to intermodal economies. 
Also, regulatory agencies should be responsive to public 
needs-directly responsible to the electorate or its represen
tatives. 

To summarize, two evaluative criteria are proposed
public responsiveness and intermodal approaches. Three 
functions of government in transportation will be examined 
according to the criteria: funding, planning, and regulation. 
Synthesizing this information, is the decision-making pro
cess for Texas transportation policy conducive to: 

(1) publicly-responsive, intermodal funding; 
(2) publicly-responsive, intermodal planning; and 
(3) publicly-responsive, intermodal regulation? 

APPLICATION OF CRITERIA TO TEXAS 

According to this analytical approach, Texas transporta
tion policy-making will be evaluated as illustrated in Figure 
III-1. The three functions of government, the two criteria, 
and the different modes of transportation are equal 
components of a decision-making process that strives for a 
comprehensive and efficient transportation system. The 
process should be one in which transportation is planned, 
funded, and regulated on a broad, integrated approach, 
rather than considered separately by mode, as a highway 
problem or a transit or rail problem. The current situation 
in Texas does not resemble this integrated system. Analysis 
of the Texas transportation decision process illustrates 
deficiencies. On the basis of this analysis, recommendations 
are offered that are more conducive to an integrated and 
publicly-responsive transportation system for all of Texas. 

PUBLICLY-RESPONSIVE, INTERMODAL FUNDING 

Transportation funding in Texas is not publicly
responsive. As the Constitution is now written, the people 
of Texas have limited opportunity to change state transpor
tation priorities. The legislative process is not conducive to 
change because the dedicated highway fund is not subject 
to full legislative review. As long as the dedicated fund 
remains outside the legislative process, money will be 
available for highways, while all other forms of transporta
tion must compete for financial support from the General 
Fund. In a time of escalating costs, Texans should have the 
right to reconsider their devotion to highways and to the 
automobile. If the people no longer believe highways 
should be of exclusive priority, then the concept of a 
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FIGURE III-I 

EVALUATION OF THE POLICY-MAKING PROCESS 
FOR TRANSPORTATION SERVICES IN TEXAS 
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dedicated highway fund should be reexamined. 
Financing for transportation in Texas is not competitive 

or coordinated among modes. Transportation issues are 
considered separately: highway, transit, rail, and air trans
port issues are not examined and funded on an integrated 
basis. 

The Department of Highways and Public Transportation 
receives $1,604,173 ,899 more public funds than the Aero
nautics Commission, and $1,586,918,032 more than the 
Railroad Commission. The highway system has maintained 
this distinct financial advantage over all other modes 
because of the dedicated highway fund. 

The Railroad Commission, the Aeronautics Commission, 
and the Turnpike Authority must justify to the Legislature 
their budget requests according to past performance and to 
future needs. Each agency director must convince the 
legislators to adequa tely fund his or her agency, often at 
the expense of the other transportation agencies. 

One large sector of the transportation system, how
ever, is not involved in the regular appropriation process. 
According to a 1946 Constitutional provision, most of the 
money the State collects from the motor vehicle registra
tion fee and from taxes on gasoline, diesel fuel, and 
lubricants is dedicated to the highway fund. This fund must 
only be used for acquiring rights-of-way and constructing, 
policing, and maintaining public roadways. (Vernon's Ann. 

Civ. St. Art. 6674a all, 6673, 6675a 10, 6675a 14, 667Sa 
17, and 6694). As a result, the Department of Hi~ways 
and Public Transportation does not need to compete m the 
Legislature for highway funds. No other state institution, 
except the university system, enjoys the special luxury of 
guaranteed tax revenues. This dedicated fund has pro
foundly shaped transportation planning in Texas more than 
any plan. 

Few people have questioned the rationale of maintaining 
a dedicated fund because the Texas Constitution required 
state revenues to be used for highways. Furthermore, the 
money dedicated to highways could not legally be used to 
fund airports, pu.blic transportation, or waterways. This 
commitment to one type of transportation might have 
remained justifiable if the needs and lifestyles of Texans 
had not changed. Today, Texas is largely urban, with some 
of the most populated cities in the country. While many 
Texans prefer automobile transportation, the fact is the 
automobile is dependent on gasoline, which is no longer 
cheap and plentiful. The public should have the option to 
reconsider the state's devotion to highways and to the 
automobile, and to allocate State revenues for transporta
tion to current needs and preferences. 

Texas transportation agencies are not funded competi
tively across the modes. While the Texas Aeronautics 
Commission is largely dependent on unclaimed revenues 
from the state tax on aviation fuel, the Department of 
Highways and Public Transportation draws up to 64 
percent of its total revenue from the dedicated fund. At 
least 50 percent of the total airport aid project costs must 
be provided from sources other than the State. State funds 
are used mainly to supplement funds from local govern
ments and often from Federal grants. In 1975, the Aero
nautics Commission was able for the first time to finance 
modest navigation aid programs and to institute a follow-up 
program to insure that the communities were making the 
Texas Aeronautics Commission funds available to the 
public. (Fiscal Size Up, 1976) 

For the 1976-1977 biennium, the Department of High
ways and Public Transportation will receive $1,607 ,544 ,441, 
of which $30 million is the Public Transportation Fund. By 
way of comparison, the total amount of funding for the 
Aeronautics Commission is $3,370,542, for the Railroad 
Commission $20,626,409, and for the Department of 
Public Safety $152,502,808 . (Fiscal Size Up, 1976). Each 
appropriation is a piecemeal attempt to fund Texas' trans
portation network. All modes now appear to use their 

. respective agencies to support and promote narrow 
interests, while little effort is made to coordinate funding' 
across the modes. 

If the concept of a dedicated fund for one mode of 
transportation were abolished, then the Legislature • 
could evaluate the merits of each transportation 
mode according to public need as expressed to them . 
by their constituents. No longer would the highway 
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system receive a large financial commitment because 
the funds are available and cannot be spent elsewhere. 
For it is as much poor government to build roads the 
taxpayers do not need nor want, as it is to fail to 
build those roads they do need. (Smith, 1974) 

PUBLICLY RESPONSIVE, INTERMODAL PLANNING 

Despite openness in government through the State's 
Administrative Rules and Procedures Act and decentralized 
organizations, the citizen may have little impact on State 
agencies because he/she is not represented by publicly
responsive commissioners who actually develop long-range 
goals for transportation systems. The commissioners should 
have special qualifications that make them more broadly 
representative of the populace than the current array of 
lawyers, bankers, and businessmen. 

The present organization for transportation planning 
purposes in Texas does not integrate the State's overall 
transportation needs. Currently the state transportation 
system is developed in a piecemeal fashion with little 
coordination among planners whose projects affect the 
state transportation network. With no mechanism to 
coordinate plans, transportation decisions more often pro
mote a particular mode rather than a comprehensive 
transportation network. 

The Aeronautics Commission develops a statewide Air
port Systems Plan to encourage the involvement of and 
input from Texas communities. The statewide Airport 
Assistance Plan is the State 's effort to help the smaller cities 
to plan and to develop airports. This plan began with a 
round of three meetings held by Aeonautics Commission 
officers and the councils of governments around the State. 
These meetings were designed to gather data to be applied 
to the development of the plan. (Goodwyn, 1976). 

Appendages to transportation agencies, such as citizen 
advisory committees or public hearings, are not always 
working parts of the organization. A more representative 
group of commissioners would, more than any other 
mechanism for citizen participation, help insure a transpor
tation plan that is responsive to all modes and to the 
people. Furthermore, publicly-responsive commissioners 
would not present the financial burden to the State that 
public hearings, advisory committees, and other public 
information services present. 

The Department of Highways and Public Transporta
tion h'as an enviable reputation for public rapport, untar
nished by secrecy or political scandals. The Department is 
highly decentralized with 25 separate and largely autono
mous districts throughout the State. Of the 18,000 employ
ees who work for the Department, only 4,000 work in the 
headquarters. A public affairs officer in each district is 

. knowledgeable about that district's economic and social 
environment. (Texas Urban Challenge, 1975). Transporta-
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tion planning for highways and public transportation begins 
in these field offices. Although there have been controver
sies over such issues as expressways in Austin (Mo-Pac) and 
San Antonio (Brackenridge Park), which raise questions 
about public involvement in Department decisions, the 
district offices permit citizens to talk directly and frequent
ly with a member of the Department. 

The Department of Highways and Public Transportation 
was organized by commissioners who understood the value 
of being accessible to the Texas people. As a result, the 
Department has maintained a level of popular support 
unequaled by most other State agencies. Despite citizen 
participation through the field offices or on advisory 
committees, citizens do not make policy that directs the 
agency. 

The three Department Commissioners are appointed by 
the Governor for six-year overlapping terms. Of the three 
current commissioners, DeWitt Greer is the former director 
of the Highway Department; Charles Simon is a former 
executive of the Texas Good Roads/Transportation Associa
tion; and Reagan Houston is a lawyer. The Governor has no 
authority to remove a commissioner if he feels his appointee 
no longer represents the people of the state. Furthermore, 
the Legislature has no budgetary control or oversight 
over the Commission because the Department is not res
ponsible to the Legislature for its funding. 

The Department of Highways and Public Transportation, 
the Aeronautics Commission, and the Railroad Commission 
may plan for their particular modes without regard for plans 
being developed by other transportation agencies. Accord

. ing to guidelines published by the Federal government, 
however, state highway and public transportation agencies 
must develop the Transportation Improvement Program to 
be eligible for Federal assistance. This program requires that 
all transportation elements in an urbanized area be exam
ined in order to coordinate all modal plans. (Steitle, 1975) 

In the case of Missouri-Kansas-Texas Railroad Company 
v. Fowler (Civ. App. 290., S. W. 2nd 922), it was deter
mined that the regulation of a railroad by the Commission 
is not restricted to the duty of maintaining the status quo, 
but that it encompasses the power to intensify as well as 
the power to relax the manner in which the railroad 
performs its duties. As a 1esult, the Texas Railroad 
Commission's mandate has been broadened considerably to 
give it a part in planning Texas' railroad system. The 
Department of Highways and Public Transportation may 
also have a role in rail planning, according to provisions in 
Senate Bill 61 passed by the 64th Legislature. No mecha
nism for official communication exists, however, between 
the two agencies developing rail plans . 

Aeronautics Commission officials have stated that the 
Department of Highways and Public Transportation is 
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involved in the development of airport plans. Cooperation 
between the transportation agencies may produce a better 
coordinated transportation system but is not required by 
the State and is at the discretion of individuals in both 
agencies. 

An executive order in March, 1971 established the 
lnteragency Transportation Planning Council. The Gover
nor in tended for the Council to advise him and the 
Legislature on transportation matters and policies. In 
addition, the Council is to help resolve mutual problems 
among state transportation agencies, as well as to coor
dinate planning activities among its member agencies. The 
Council is composed of voting and non-voting members. 
Voting members are the Department of· Highways and 
Public Transportation, the Aeronautics Commission, the 
Railroad Commission, the Turnpike Authority, the Depart
ment of Public Safety, and the Department of Offshore 
Terminal Commission. 

The Council's role appears to be secondary and subordi
nate to the roles of the individual agencies. Because the 
Council was established by executive order and can be 
disbanded by executive order, the Council's authority is 
further weakened. 

Although the Interagency Transportation Council 
officially coordinates the activities of the transportation 
agencies, few of the transportation agency directors use it 
as a clearinghouse or coordinating service. It has been noted 
that the designated representatives, such as agency direc
tors, do not attend the meetings and, instead, send their 
representatives. (Williams, 1976). The Council cannot hope 
to affect transportation plans for Texas if its official 
members do not consider the meetings worth their time. 

Furthermore, the Council has not produced results in 
the form of a statewide coordinated transportation plan. 
Although such a plan would be in its jurisdiction, the 
Council remains an advisory body, perhaps no more 
influential than a citizens advisory group. This may'be of 
conscious design. 

The Interagency Transportation Planning Council could 
be strengthened if required to produce an annual compila
tion of Texas transportation plans and projects. Further
more, the Council could be more effective if agency 
directors were required to participate in the Council when 
coordinating statewide plans. If the Council changes its role 
from -an advisory group to a policy-making council, a mech
anism would exist for integrating the different modes into 
a transportation system. 

PUBLICLY RESPONSIVE, INTERMODAL REGULATION 

Regulations may make the market more responsive to 
public demand or need when all modes of transportation 
are regulated in a just and reasonable manner. Irregularities 
in the regulation of the different modes place some at an 

unfair advantage. This does not promote the concept of 
competition among the modes. Some forms of transporta
tion in Texas are subject to more restrictive regulations 
than others. The cost of regulations is passed on to the 
consumer and, as a result, the public interest is not always 
served. 

Each State agency is charged with the regulation of a 
transportation mode without regard for the rules and 
procedures governing other modes. Under its present 
directive, the Interagency Transportation Planning Council 
cannot promote economic parity and competition through 
the coordination of regulations. No other mechanism to 
establish parity in regulations exists. Consequently, the 
various modes of transportation are under different and 
often conflicting regulations. Public needs cannot be met 
until regulations are considered and applied fairly to all 
modes. 

Motor carriers are closely regulated by a large division 
within the Railroad Commission, while the airlines are 
regulated by three professionals in the Aeronautics Com
mission rate division. Railroad Commission hearings are 
frequent, but the Aeronautics Commission has chosen to 
concentrate on certification of airlines and not on rate 
regulation. They rarely have rate hearings. (Goodwyn", 
1976). Competition cannot exist when intrastate and 
interstate carriers operate under different sets of regula
tions. Economic parity in the transportation market is 
not possible when one carrier receives a distinct financial 
advantage over other carriers, which are subject to more 
regulations. 

RECOMMENDATIONS 

In accordance with the organizational and administrative 
deficiencies identified in this section, the following policy 
alternatives are suggested for legislative consideration: 

1. Establishment of a State Department of Transporta
tion to reflect the concept of intermodal transportation 
financing, planning, and regulation in Texas. All modes now 
appear to use their respective agencies to support and 
promote narrow interests, while little attempt is made to 
coordinate funding or planning across the modes. 

Because it may be several years before the formation of 
a State Department of Transportation becomes feasible, it 
is recommended that, for the present, all modal agencies be 
required to participate in and contribute to a multimodal 
planning process which is capable of producing a statewide 
transportation plan. At present, the Intergovernmental 
Transportation Planning Council has only advisory powers, 
does not always include those persons with decision-making 
power within their respective agencies, and has not produced 
a statewide plan. 

Therefore, it is urged that the chief policy-makers for 
the various transportation agencies, i.e., the commissioners, 
and the appointed agency directors, be the participants in 
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this planning process. Decisions and recommendations 
made through this intermodal planning process would 
become mandatory guidelines for the various state _transpor
tation agencies. 

2. Dedicated, earmarked funds for transportation ser
vices should be abolished. Transportation issues should be 
examined and funded on an integrated basis, rather than 
considered separately, as a highway problem, or a transit 
problem, or a rail problem. As a result of the dedicated 
highway fund, Texas transportation services do not com
pete for available funds. This could be alleviated if all 
transportation programs were financed on the basis of past 
performance, future needs, and competition with other 
state needs. 

3. Arguments do arise as to the degree and the kind of 
state transportation regulation that is desired and necessary. 
A rationale exists, however, for an intermodal regulatory 
process. An integrated process for making regulatory 
decisions is necessary to achieve economic parity and 
competition between the modes. 

There is uncertainty as to the (best) prescription 
required to alleviate this problem. Integration of the 
regulatory function may mean establishing an "umbrella" 
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organization for transportation regulation, or it may simply 
mean developing lines of communications between regula
tory agencies so that regulation of one mode is not in 
isolation from other modes. Therefore, transportation 
regulation for the State of Texas should be integrated either 
by combining the transportation regulation functions of the 

. Railroad Commission with the Aeronautics Commission, or 
mechanisms should be created which will require and 
facilitate communications between the regulatory agencies. 

4. Transportation commissioners should be responsive 
to and reflective of the Texas population. Althvugh citizen 
participation is considered mandatory, it is the commis
sioners who establish transportation policy. Of the many 
transportation agency commissioners, six are attorneys, two 
are bank presidents, seven are business executives, one is a 
former State Highway Engineer, and one is a former 
executive of the Texas Good Roads/Transportation Asso
ciation. 

The Governor should have the authority to appoint and 
to dismiss commissioners to assure responsiveness. Ideally, 
the State would have a Department of Transportation, with 
an agency head appointed by the Governor and serving at 
the Governor's pleasure. 
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CHAPTER IV 

REGIONAi/LOCAL GOVERNMENTAL 
ORGANIZATION FOR TRANSPORTATION SERVICES 

SUMMARY 

The immediate creation of regional transportation juris
diction is not a critical urban issue. However, an expanding 
population, increasing urbanization, rising energy costs, and 
greater demand for transportation services from lower
income and underprivileged groups will probably give rise 
within the next few years to a need for the provision of 
transportation services on a regional basis in many areas of 
the State. To meet the demand for economical transpor
tation, future transportation jurisdictions will have to be 
more efficient transporters. As transportation costs grow, 
system efficiency will become a more critical issue in both 
urban and rural areas. 

Presently, State laws impede effective transportation at 
most jurisdictional levels. Transportation for an area is 
planned at several levels of government, regulated at other 
levels, and built and operated across jurisdictional bound
aries. This is not effective organization. A transportation 
organization should be intermodal and multi-functional. 
That is, it should perform the five basic functions of 
transportation systems: planning; financing; regulation; 
design and construction; and operation and maintenance. It 
should use whatever mode or combination of modes are 
appropriate for the region it serves. The "region" should 
cover areas of high interaction. Depending on local needs, a 
regional transportation authority could be any size
citywide, city and surrounding area, multi-city, county-wide, 
multi-county, or statewide. 

The Legislature can eliminate many of the barriers that 
prevent or discourage local officials from establishing more 
rational transportation jurisdictions. The diversity of Texas' 
regions demands a spectrum of organizational options. The 
select~on of these options should be made by the voters in 
the affected area. However, two major impasses block 
legislation to create these organizational options. The first 
is taxation, and the second is representation of local 
interests. The taxation issue concerns the allocation of 
scarce resources. It necessitates transfer of taxing potential 
from either the state or local governments. This shift of tax 
revenues will require an amount of voter concern for 
transportation that has yet to materialize. The most likely 
source of increased voter concern is an increase in the cost 

of transportation. The State can heighten this concern by 
ensuring that all transportation modes reflect all their 
actual costs to the user. The representation issue is one that 
should be settled by a majority of the voters of the area 
concerned. 

This study recommends that the Legislature pass general 
guidelines that would grant broad discretion to local areas 
in initiating their own transportation organization, repre
sentative structure, and tax base. The Legislature should 
provide for final approval by the local voters. The bill 
should encourage the development of intermodal, multi
functional jurisdictions at the county and regional levels to 
provide them the means with which to cope with local 
urban and rural problems. This requires organizational 
mechanisms and corresponding taxing authority. Speci
fically, we recommend: 

' • Counties should have the option of operating inter
modal, multi-functional transportation efforts. 

• Legislation authorizing establishment of regional trans
portation authorities in Houston and San Antonio should 
be amended to all areas of the state. The amendments 
should also authorize effective methods of raising funds and 
should delete present taxing prohibitions from the bill. 

• The State should increase its own ability to become an 
intermodal, multi-functional transportation "region" for 
those functions requiring a statewide jurisdiction or for 
areas requesting State assistance. 

PROBLEM DEFINITION 

Introduction 

A major part of Texas' overall transportation problem 
lies within and about its urban areas. The definition of the 
State's transportation problem is multifaceted, but among 
its major factors is the fragmentation of governmental 
responsibility at the local level. Transportation problems in 
the state's rapidly expanding metropolitan areas disregard 
local jurisdictional boundaries. Individual jurisdictions 
acting independently find it increasingly difficult to solve 
transportation problems in a comprehensive, intermodal, 
multi-functional manner. Local governments must coor
dinate their efforts to prevent duplication of systems; 
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promote greater economies of scale for efficient operations; 
implement in termodal, regional planning; and provide 
alternatives to the single commuter auto. Only a coor
dinated effort of all the jurisdictions in a metropolitan area 
can effectively implement the regional planning in trans
portation being accomplished by Texas planning regions. 

The Texas Urban Development Commission points to 
governmental fragmentation as the major obstacle in solving 
local transport problems. Reports and studies have made it 
clear that fragmentation must be overcome. The functions 
inherent in providing transportation-planning, funding, 
design and construction, operation and maintenance, and 
regulation-must be performed in such a manner that 
effective, intermodal transportation systems can be deve
loped in harmony with State and local _goals . 

This study will review the existing approaches to 
regional transportation problems, compare these to a model 
structure, determine deficiencies in the system, suggest 
alternatives, outline political constraints, and offer recom
mendations. 

Existing Approaches to Regional Transportation Problems 

Existing approaches fall along a continuum from very 
decentralized to moderately decentralized. Historically, 
Texas cities have acted independently on transportation 
matters, dealing directly with the State and Federal 
e;overnments. Typically, a city and county would split 
responsibility for maintenance of urban and rural roads 
rather than share responsibilities. 

As transportation problems grew beyond the control of 
a single local government, various cooperative agreements 
were reached by adjoining jurisdictions. Some of these 
agreements were formalized under the interlocal con
tracting authority and such projects as the Dallas-Fort 
Worth Airport became reality. The inception of planning 
regions recognized -the existence of regional problems that 
concerned a number of local jurisdictions. Regional trans
portation planning was given a boost by the Federal Aid 
Highway Act of 1973, which required the states to designate 
a metropolitan planning organization in each urbanized area 
for the purpose of carrying out the urban transportation 
process. 

As metropolitan areas grew e~en more complex, many 
areas sought ways of having other transportation functions 
conducted by a political jurisdiction with sufficient geo
graphical coverage. Several efforts were made to develop 
multi-jurisdictional operational entities. The most extensive 
authorization thus far permits Houston and San Antonio to 
set up a single-county special transportation district. 

The existing approaches can be structurally grouped into 
single jurisdictions, multiple jurisdictional cooperation, 
multiple jurisdictional contracting, or, in two cases, the 

option of a single-county special district. These approaches 
apparently seem adequate for the moment for most local 
govermments. What is in question is their ability to handle 
future situations. To analyze their deficiencies, these 
approaches will be compared to a model of what future 
transportation may demand. 

Deficiency Analysis-House Bill 50 

The enabling legislation for regional transportation 
authorities in Texas is Article 1118x (Vernon's Ann. Civ. 
St.), passed in 1973, and its amending legislation, House 
Bill 50, passed in June, 1975 (64th Session). While this 
legislation represents a significant step forward in the provi
sion of public transportation services in Texas, it is deficient 
in that it applies only to single-county areas. It also fails to 
grant sufficient taxing powers to permit the raising of ade
quate revenues for support of areawide transportation acti
vities. Bi-county and multi-county regions such as the 
Dallas-Fort Worth area and the Austin-San Antonio region 
are prevented from establishing areawide authorities to plan 
and deliver transportation services. Moreover, the popula
tion and density specifications written into the legislation 
make it applicable only to Houston and San Antonio. Thus, 
other large metropolitan areas, including those confined to 
single counties, are not yet permitted to establish transpor
tation authorities. 

Perhaps the greatest deficiency in the existing law lies in 
its failure to grant substantive taxing powers to the transit 
authorities it allows to be established. Under this legisla
tion, these authorities are prevented from levying ad 
valorem sales, property, or use taxes and are thus unlikely 
to be able to raise sufficient revenue in most metropolitan 
areas. The legislation's prohibition on property, sales, or use 
taxes thus makes it unlikely that special transportation 
authorities can be established without substantial subsidies 
from the State, Federal Government, or other sources. 

An additional shortcoming in the legislation authorizing 
establishment of regional transit authorities is lack of 
specific requirements for input from areas outside the 
principal city in the initial planning and demarcation 
process. While local areas should be allowed as much 
discretion as possible in planning and operating their 
transportation authorities, it nevertheless seems desirable 
that some requirement for participation in the initial 
planning and delineation process by suburban governing 
bodies and representatives of unincorporated areas be 
legislated, in order to avoid friction between these jurisdic
tions and the principal city and in order to assure that these 
areas have adequate transportation services. 

Under the existing legislation, the governing body of the 
principal city has the power to prescribe the territory to be 
included in the authority and appoint the first five 
members of the transit authority governing board. This 
arrangement makes the transit authority vulnerable to 
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undue influence by the principal city, particularly con
sidering that the five original members constitute a majority 
of the board unless 75 percent or more of the population of 
the county outside the corporate limits of the principal city 
resides within the authority. Although it may be appro
priate in many cases for the principal city to have the most 
control and influence over the transportation authority, 
since the majority of voters in the area may well reside in 
the principal city, it nevertheless seems advisable to permit 
broader representation of suburban and other non
principal-city interests in the initial stage of the establish
ment of the authority. 

Further Deficiencies 

When comparing the present structure of transportation 
organization to an intermodal, multi-functional model, 
many gaps of authority exist. The following is a list of 
structures from the continuum and their deficiencies: 

Single City-Municipalities have sufficient authority to 
handle transportation functions within their boundaries, 
but frequently lack sufficient funding to accomplish ser
vices desired by citizens. 

Single County-Counties have authority to accomplish 
only traditional functions of road and bridge construction 
and maintenance. Counties have authority neither to 
provide comprehensive intermodal functions nor to con
tract for such services with local cities; thus, counties are 
not structures to perform city transportation functions on a 
countywide level. 

Special Districts and Authorities-lntermodal, multi
functional transportation districts are presently allowed 
only as specified in House Bill 50. Other special transporta
tion districts or authorities are predominantly single mode 
(either airport or seaport), and notably removed from local 
political control. 

Multiple Jurisdictions-Cities may cooperate and con
tract in all transport functions but must use their own 
revenue base. Coun.ties are limited in functions and can not 
contract with cities for many of the transport modes. 

Regional Jurisdictions-Although regional councils of 
government (COGs) do intermodal planning, they have no 
other transport function. 

State Jurisdiction - The State's function in transporta
tion is fragmented and modally based. Some modes, 
notably highways, are operational at the local level. There 
may be a need in some areas for an intermodal, multi
functional State transportation district to provide State aid 
to areas incapable of supporting transportation services 
independently. 

MODEL ORGANIZATION 

Once legislation authorizing establishment of regional 
transportation authorities has been passed, there are any 

number of such authorities in other parts of the country 
that might serve as models for the design and operation of 
the Texas regional systems. Because a review of all these 
types of organizations is beyond the scope of this project , 
and because the needs of every metropolitan area will prove 
different, this study will refrain from prescribing or 
recommending specific structures to be used in any given 
location. It seems advisable, however, to delineate certain 
basic features that a transportation authority must have in 
order to provide services on a regional basis. 

The first prerequisite for successful operation of local 
transportation authorities throughout the State is that of 
the availability of a sufficient number of options to local 
areas to permit structuring the authorities to meet specific 
local conditions and needs. Extreme variation in population 
among the 254 counties of the State, ranging from 164 
persons in Loving County to more than 1.7 million 
inhabitants in Harris County,* requires that a broad range 
of alternatives be available to the various entities within the 
State that may wish to operate regional transportation 
authorities. Regardless of whether these authorities operate 
on a single jurisdictional basis or function under a highly 
centralized system of state control, the directors must 
possess sufficient discretion to permit adaptation to local 
conditions. 

A corollary to this requirement is that the authorities be 
permitted to operate on a multi-jurisdictional basis. Exist
ing legislation restricts the operation of transportation 
authorities to the confines of a single county (except on a 
contractual basis), and this presents an obstacle to the 
delivery of effective transportation services in many areas, 
both those of high density and those of more scattered, 
less-concentrated population. High-density metropolitan 
areas may soon wish to operate multi-county transportation 
authorities as urbanization increases and population con
tinues to grow. It is unlikely that any metropolitan areas of 
the size that would wish to provide transportation services 
on an areaswide basis will remain confined to the bound
aries of a single county. The Dallas-Fort Worth area is an 
obvious case in point, and Houston has already begun to 
grow beyond the confines of Harris County. Other sections, 
such as the central region comprised of Austin and San 
Antonio, may well be in need someday of multi-county 
transportation services. Thus, in order to serve the largest 
number of residents within a given metropolitan area, 
regional transit authorities must be permitted to exercise 
jurisdiction in more than one county. 

In addition to large metropolitan areas such as those 
previously mentioned, other less-densely populated regions 
in the state may wish to have access to transportation 
services on a multi-county basis. The Lower Rio Grande 

* 1970 census figures 
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Valley, where the cities of Edinburg and McAllen are 
closely tied commercially, is an example of this type of 
region . Transportation authorities in less-densely populated 
areas such as these should have the option of providing 
services on a multi-jurisdictional basis, particularly if there 
are a number of small to medium-sized cities within them 
which have a high degree of commercial interaction. 

The second basic feature that regional transportation 
authorities must have in order to fulfill their functions is 
that of substantive powers of taxation. The necessary 
capital investment and scale of operations of an areawide 
transportation authority require an inflow of revenues over 
and above those raised through normal funding sources. It 
is , therefore , imperative that special transportation districts 
be permitted to levy (subject to local referendum) ad 
valorem sales, property, or use taxes , or other taxes that 
could provide funds in the amounts necessary to finance 
areawide transportation services. 

A third requirement for successful provision of 
transportation services on a regional basis is integration 
between transportation planning and operating functions 
among local governmental units. Counties, governing bodies 
of principal cities and suburbs, councils of governments, 
and other appropriate units should be permitted to work 
together in a complementary fashion in providing areawide 
transportation services. In some cases this may require 
statutory or constitutional changes, but these must be 
mdertaken if areawide authorities are to operate success
fully . 

While all of the requirements are necessary conditions 
for successful operation of a regional transportation author
ity, they are by no means intended as a prescription for the 
type of authority that a particular area should choose. On 
the contrary , there exists a broad range of varying types 
and styles of transportation authorities that a metropolitan 
area may adopt, depending on local sentiments and needs. 
These range from decentralized, single jurisdiction solutions 
to highly centralized, highly prescriptive State-controlled 
arrangements for providing transportation services. As 
noted earlier, each region within the state is different 
physically , politically, and in regard to its transportation 
needs- and each area or region desiring transportation 
services will make different choices with respect to the type 
of transportation system it wishes to operate. 

LEGISLATIVE DISCRETION 

Political Constraints 

Organizational and legal constraints such as fragmenta
tion of governmental responsibility at the local level, lack of 
provision for intergovernmental planning and operation of 
transportation services, and the absence of sufficient 
revenue-raising powers represent barriers to the develop
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ment of intcrmodal, multi -functional transporta tion activi
ties in Texas. Therefore , it seems clear that the prerequisite 
for establishment of such transportation se rvices is a 
revision of existing laws. More local intergovernmental 
activity should be permitted in the provision of transporta
tion services. Stronger taxing powers should be granted to 
local jurisdictions so sufficient revenues may be raised to 
cover the capital and operating costs of modern transporta
tion systems . Although such revisions represent an appro
priate strategy for elimination o f the legal and statutory 
barriers to provision of intermodal , multi-functional trans
portation services on a regional basis , this approach fail s to 
take account of existing political power distributions at the 
State and local levels that constitute much more funda
mental and much more effective , barriers to the planning 
and provision of these services . 

The first of these political constraints is that of poten tial 
disagreement between elected officials serving in cities, 
towns, counties , and other local jurisdictions, and State 
senators and representatives. It seems likely that legislators 
would be reluctant to pass laws permitting more local 
discretion in planning and providing transportation services 
without strong demand from the local level for such 
legislation. While many senators and representatives may 
not be actively opposed to the establishment of regional 
transportation authorities, they would nevertheless have to 
be convinced that substantial local support for such systems 
existed before they would seek to implement the major 
statutory changes necessary for the establishment of such 
authorities . Similarly, mayors, council members , and other 
local officials would be able to press for these legislative 
changes only if they, too , were supported by a majority of 
their electorates in their efforts to establish special trans
portation authorities within their districts or regions. 

A further area of contention between .the State and its 
local jurisdictions is that of the granting of greater powers 
of taxation to special transportation districts. It is likely 
that some members of the Legislature would oppose the 
granting of authority to levy ad valorem property , sales, or 
use taxes to local transportation authorities for fear that 
they would become too independent in their reve
nue-raising activities and would not be subject to sufficient 
control by the State. Some legislators might feel called 
upon to guard against the emergence of a multiplicity of 
independent taxing districts operating throughout the 
State, more or less free from control by either the 
legislative or executive branch. 

Local authorities and the State would also both be 
hesitant to allow the transportation authorities the power 
to use the same tax base that they themselves use in raising 
revenues. A tax levied by a transportation authority would 
cut into the same revenue sources that either the State or 
the local jurisdiction draws on. Since the amount of 
revenue that can be raised from any one tax base is finite , 
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the State or the local jurisdiction would , in effect , be giving 
up actual or potential revenue to the regional transporta
tion authority. While State legislators, mayors, council 
members, and others might be willing to forego some of 
their potential revenue in favor of permitting the establish
ment of more effective areawide transportation services, 
sooner or later a limit would be reached in terms of how 
much the regional authorities could draw upon State and 
local tax bases. Controversy could then ensue between 
either the State and the transportation authority or the 
local jurisdiction and the authority. Problems could also 
arise between the State and the local jurisdiction as to how 
much revenue each of them would have to give up to 
support the transportation authority; 

The nature of the taxes to be levied would also 
constitute an area of controversy between legislators and 
local officials. There has traditionally been strong feeling in 
the Legislature that the sales tax, for example, should be 
the exclusive domain of the State and should not be levied 
by localities for the purpose of raising local revenues for 
special projects. Attempts to finance transportation author
ities through imposition of local sales taxes would thus 
undoubtedly meet with considerable opposition in the 
Legislature. The property tax, on the other hand, had 
traditionally been viewed as a local tax and one that some 
local officials feel is overused and should not be required to 
finance additional local or regional projects. Thus, if the 
Legislature were to agree to the establishment of regional 
transportation authorities and subsequently insisted that 
they be financed by local property taxes, mayors, council 
members, and other officials might well argue against the 
use of such a funding source. 

Another area of potential political controversy would be 
the consolidation of authority over transportation that 
would be a prerequisite for the successful provision of 
regional transportation services. Some citizens might, for 
instance, resent the fact that transportation functions 
previously perform.ed by counties, towns, cities, or other 
jurisdictions would now have to be handled by a single and 
unavoidably larger governmental entity. This resentment 
would probably be particularly evident in those areas with 
long traditions of direct contact between citizens and 
public officials in the policy-making and administrative 
processes. Citizen participation in larger regional transporta
tion authorities could be assured through appropriate 
provisions in the · legislation permitting establishment of 
such authorities, but this might not be adequate for many 
voters . There exists in Texas an historic bias against 
centralization of political and governmental power, in part 
due to the excesses of Reconstruction, and this might come 
to the fore when attempts are made to consolidate 
transportation authority on regional bases. 

But despite the importance of the political constraints, 
the most significant obstacle to the establishment of 

regio;rnl transportation authorities within the State is the 
present lack of voter demand for the provision of areawide 
transportation services. This is mainly due to the con
sumer's continued attachment to the private automobile, 
with its freedom and mobility. Although the advantages of 
public transportation services have been stressed repeatedly 
in publicity campaigns, advertising, and other forums , both 
governmental and private, the American consumer con
tinues to gravitate toward the automobile as his main means 
of transportation, even in heavily congested urban areas. It 
thus seems likely that the necessary impetus in the form of 
voter demand for the legalization and establishment of 
regional transportation authorities will come about only 
when the costs of operating a private automobile become so 
prohibitive as to prompt consumers to seek alternative 
forms of transportation. The most likely source of such 
increased costs would seem to be higher gas prices at the 
pump, which could be brought about through higher gas 
taxes, or some drastic decrease in supplies of petroleum , 
such as another trade embargo by oil-producing countries. 

TAX ALTERNATIVES 

Criteria 

A tax selection should be considered under the following 
. . 1 

cntena: 

L Operation cost- What are collection costs compared 
to revenues? 
2. Equity-How do tax payments compare with benefits 
received at both the individual and community level? 
3. Expandibility of base- Does the revenue source grow 
proportionately to the costs of the function it is to 
finance? 
4. Ease of implementation- How acceptable is the tax 
to the public and other major interest groups? 

Funding Sources 

Several sources of funding are possible for support of 
regional transportation authorities. No one method of 
raising revenue is universally applicable throughout the 
State nor completely without controversial elements, but 
some of the funding schemes that may prove at least 
partially effective for raising revenues to support transpor
tation authorities are discussed here. 

Motor-Fuel Tax 

Under the Texas Constitution, revenues from motor-fuel 
taxes are restricted to highway and road construction and 
maintenance. Although a constitutional amendment would 
be needed to permit the use of motor-fuel tax revenues to 
support regional transportation authorities, such an amend
ment would represent a significant departure from State 
policy to date and would thus perhaps prove too controver
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sial to gain support necessary for ultimate approval. A 
poss ible alternative to an amendment may be to allow 
tran sportation authorities to levy a special gasoline tax 
within their regions. 

The motor-fuel tax has the advantage of being easy to 
administer and collect. It may also be looked upon as a 
means of exacting a payment from automobile drivers for 
decreased congestion on highways and reduced mainte
nance costs that would result from the operation of mass 
transit facilities. Its main disadvantage is that it would 
perhaps be regressive. Lower-income automobile drivers 
would be forced to pay a greater proportion of their 
incomes for motor fuel than would wealthier drivers. 

Sales Tax 

Regional transportation authorities could also be fi
nanced by sales taxes. The main advantage of this type 
of tax is that, like the motor fuel tax, it is easy to 
administer and collect. Sales taxes have also historically met 
with fairly low public resistance and would undoubtedly be 
viewed as preferable to an income tax. A disadvantage of 
the tax is that it is highly regressive, in that lower-income 
groups pay the same percentage of their disposable income 
in sales taxes as do citizens in higher-income brackets. Sales 
taxes levied to support public transportation activities 
would thus fall most heavily on those persons least able to 
finance their own means of transportation. 

As pointed out in the discussion of political constraints, 
there would also be political obstacles surrounding attempts 
by local or regional authorities to impose sales taxes over 
and above those already levied. Sales taxes have tradi
tionally been seen as a means of raising revenue for the 
State rather than for individual localities. Since legislative 
approval would be required for the imposition of any new 
regional sales taxes , areas wishing to fund a transportation 
authority through sales taxes would have to take account of 
this traditional policy against local discretion over sales 
taxes. Thus , while ·a sales tax would be a convenient and 
reliable means of revenue for a regional transportation 
authority, it would constitute a potential area of contro
versy between the State and the local entities seeking 
authority to impose it. 

Emissions Tax 

Another possible source of funds for regional transpor
tation authorities is the motor vehicle emissions tax. This 
tax is authorized by House Bill 50 and a precedent exists 
for extending it to other areas of the State , if and when 
additional regional authorities are permitted. Unfor
tunately, the tax as outlined in House Bill 50 raises 
questions of equity , since it applies only to residents of 
Harris County. Residents of the Houston area who live 
outside Harris County but hold jobs in Houston and 
commute to and from the city every day are exempt from 

the tax , and the burden of payment fall s exclusive ly on the 
residents of Harris County . This situation seems to indica te 
that in order fo r an emissions tax to be equitable to 
residents of a region , it must be applicable on a multi
jurisdictional basis . Approval of such a tax would have 
to overcome many of the local political and jurisdictional 
disputes already alluded to. This type of tax could probably 
be equitably levied and administered only on a statewide 
basis. 

A second controversy surrounding the emissions tax 
concerns the fact that it is levied on the bas's of veh icle 
ownership rather than vehicle usage. This feature also raises 
questions of equity, in that motor vehicle owners who do 
only a minimal amount of driving are taxed to the same 
extent as those who drive on a frequent and regular basis. 

Regional Income Tax 

A third alternative source of revenue for regional transit 
authorities is a regional income tax. Like the motor fuel 
and sales levies , this tax would be easy to administer. It 
would also be only mildly regressive, or perhaps even 
progressive in nature. Moreover, it could be levied under the 
current State home rule provisions without legislative 
approval. The principal disadvantage to a regional income 
tax , of course, is that public resistance to it would be very 
strong. Many citizens would argue that public transporta
tion authorities should be financed out of user fees and 
sales taxes rather than a levy on individual earnings that 
would reduce personal disposable income by a given 
amount every year. 

Property Tax 

Another source of potential funding for regional trans
portation authorities is the property tax. This tax would 
have a large base, and would permit the raising of sizable 
revenues from a relatively modest rate. The real estate 
property tax is already a major source of income for 
local governments and if increased only slightly , could raise 
a substantial amount of additional revenue. The disadvan
tage to increasing property taxes to finance regional 
transportation authorities is that public resistance to such 
action is likely to be high. In addition , as pointed out 
earlier, many local officials feel that property taxes are 
already overused and should not be employed to finance 
additional local or regional projects . 

A variation of the real estate property tax is the special 
benefit zones tax. Under tl1is scheme, property owners 
closest to light rail lines, bus routes , and other transit 
facilities would pay a higher real estate property tax , in 
partial return for the increased business volume and other 
benefits that proximity to rapid transit facilities would 
confer. This may be seen as more equitable than a uniform 
property tax rate for all residents of an area served by a 
transportation authority. 
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Property taxes on automobiles are an obvious source of 
reven ue for transportation activities . A State ad valorem 
property tax on autos has already been legislated , but 
presently is only sporadically enforced. Strict enforcement 
of this tax could be an effective producer of revenue , 
especially in urban areas. Lack of uniform enforcement not 
only means a loss of revenue to areas not collecting but also 
means a loss to the collec ting areas, as cars from the area 
are purposely registered in non-collecting areas. The City of 
Austin does collect on 113 ,000 vehicles assessed at $100 
million. At $1.27 per hundred tax rate, this means an 
annual income of $1,270,000. 
Gross Revenue Tax 

A variation of the speCial benefits tax is the gross 
revenue tax, a levy on gross operating income of those 
commercial establishments located at or near public trans
portation facilities. Since retail stores, restaurants, theaters, 
and other consumer businesses benefit substantially from 
location near bus stops, light rail lines, and other public 
transportation facilities , it is arguable that these establish
ments should pay a portion of their operating income to 
the support of public transportation systems. These busi
nesses would strongly oppose such taxes , but there would 
probably be little opposition to them from most citizens, 
hence they could be legislated fairly easily. 

Surcharge on Tolls 

A sixth means of raising revenue for regional transporta
tion authorities is the imposition of a surcharge on fees paid 
for use of the State's toll roads. There are only two toll 
roads in Texas at present, but if the Legislature were to 
authorize the establishment of such roads on a statewide 
basis, as another section of this report suggests , surcharges 
on tolls could help support regional transportation author
ities in all parts of Texas. If tolls continued fo be collected 
after the amortization of construction debt, such surcharges 
would constitute a permanent source of revenue for 
regional transportation authorities . 

Motor Vehicle Charge Parking Tax 

This tax would be particularly useful for raising trans
portation revenues in large urban areas . Given the large 
number of citizens who drive automobiles to and from their 
places of everyday work, a tax on the use of commercial 
parkirig lots (along with higher charges for use of public 
parking facilities and spaces) could raise a substantial 
amount of additional revenues . Such a tax would also be 
easy to collect and would serve the added purpose of 
discouraging auto use . This would in turn cut down on air 
pollution and urban traffic congestion. 

Bonds 

No taxation scheme, regardless of how effective in 
raising funds , will be without its controversial elements or 
managerial and administrative difficulties. The issuance of 
bonds therefore might at first seem a viable alternative 
means of raising revenues for regional transportation 
authorities. But unfortunately , bonds would do little in the 
long run to solve funding problems. Given the failure of 
most transportation enterprises in this country to operate 
at a substantial profit (or any profit at all) , it seems 
unlikely that revenues raised through fares , tolls, and other 
charges would be sufficient to pay off the principal and 
interest on bonded debt. Without substantive taxing powers 
of some kind to accompany the ability to issue bonds, 
regional authorities would find it difficult to raise sufficient 
revenues to pay for capital and operating expenses. It thus 
seems that taxes will have to serve as the principal source 
of funds for regional transportation authorities.2 

An Example 

In order to determine the type and amount of a tax, a 
determination of need must be made. While this process is 
difficult at best, an example from one region will prove 
insightful. A feasibility study of providing revenues com
mensurate with needs is provided by a North Central Texas 
Council of Government (NCTCOG) scenario. This scenar
io compares two hypothetical regional transportation 
organizations-bi-county and multi-city. NCTCOG's 1990 
Total Transportation Plan was used to determine costs. 
These costs were matched with the estimated revenues from 
a registration fee on motor vehicles (10 percent of annual 
vehicle registration fee) , a motor vehicle emission tax 
(ranging from $15-20 per vehicle based on displacement) 
and a sales tax (0.5 percent general sales tax with a 7 .5 
percent-8 percent growth rate). This study compensated for 
an 8.5 percent inflation rate and assumed 80 percent 
Federal funding for capital grants. The results are sum
marized in Table IV-1. 

These figures imply that the bi-county arrangement pro
duces significantly greater revenues with only marginal cost 
increases over the multi-city arrangement, the difference in 
revenues being the ability of the bi-county organization to 
begin with a larger paying membership. It is also apparent 
that under these conditions no single source of revenue 
would provide for total needs after the first five years. 
Although this study is strictly hypothetical, it illustrates 
the probable costs for political decisions between organiza
tional structures and the need for multiple sources of 
revenues. Also, since each revenue source has different im
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TABLE IV-I 

Bi-County 

Revenue 
Registration Emission Sales 

Yea r Fee Tax Tax Need 

1975-80 $5, 100 $21,100 $37,500 $21,3 00 
1980-85 6,000 25,000 46 ,000 47,000 
1985-90 6 ,700 29,000 62,500 90,400 

Multi-City 

1975-80 3,800 12,000 25,400 21,400 
1980-85 4 ,900 17,000 37,800 46 ,200 
1985-90 6,100 21,000 50 ,600 90,300 

pacts , multiple sources of revenue tend to soften the ad Counties should be strengthened and allowed the 
verse impacts upon any single group. option of . operating multimodal, multi-functional 

transportation efforts within their boundaries. 
House Bill 50 should be amended to allow all major RECOMMEND A TIO NS 
metropolitan areas the option of creating a regional 
transportation authority. A tax base must be proBearing in mind the organizational and administrative 
vided that will generate adequate funds for thefactors outlined in preceding pages, along with the political 
operation of such authorities . constraints enumerated, the following policy alternatives 
The State transportation agencies should be oriented are offered for the Transportation Committee's considera
more toward intermodal , multi-functional transportation. 
tion services and should be capable of performingThe Legislature should move toward allowing local 
both statewide and, if requested, local transportation governments to create intermodal, multi-functional or
functions.ganizations with sufficient jurisdiction and funding sources 

to cope with local transportation problems. Specifically: 

REFERENCES 

1Barton-Aschman Study for North Central Texas 2Barton-Aschman Study for NCTCOG , pp. 16-20 (all 
Council of Governments, p. 24. except toll surcharge). 
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CHAPTER V 

FINANCING TRANSPORTATION IN TEXAS 

SUMMARY AND CONCLUSIONS 

THE PROBLEM 

Texas is entering a period in which funds available from 
present revenue sources will be inadequate to finance the 
State 's transportation needs. The State Department of 
Highways and Public Transportation (hereafter referred to 
as the "Highway Department"), predicting a multi-million 
dollar deficit for fiscal year (FY) 1976, has already cut 
back many planned highway projects. Other transportation 
modes are similarly affected. Applications for Texas Aero
nautics Commission airport-development grants are far in 
excess of available funds. Amtrak passenger rail service in 
the State is inadequate, and funds are not available to foster 
its improvement. Urban areas are financially distressed by 
climbing maintenance costs for street and road repair. Iii. 
short, if the State is to meet perceived transportation needs, 
it must raise additional revenue for transportation purposes. 
The alternative is reevaluation of transportation objectives 
and reallocation of existing sources of transportation 
revenue on a priority basis. 

CONCLUSIONS AND RECOMMENDATIONS 

This study indicates that resolution of the State's 
transportation problems requires a restructuring of trans
portation planning and financing; the commissioning by the 
Legislature of a comprehensive study of the State's current 
and long-term funding needs for all modes of transporta
tion; and the identification of revenue sources which should 
be utilized to finance those transportation needs indicated 
by the proposed needs-assessment study. 

The State should replace its dedicated highway fund 
with ·a legislatively-established transportation account, 
funded by transportation user charges. Expenditures from 
this account would be allocated, by legislative action, 
among the several modes of transportation in accordance 
with the Legislature's determination of needs and priorities. 

Assuming a needs-assessment study finds that the State's 
transportation system requires additional revenue-and this 
appears to be a foregone conclusion-the following nine 
sources are suggested, with the recommendation that the 

first four be given priority consideration : 
Increase motor-vehicle certificate-of-title fees. 
Eliminate the motor-fuels tax refund for general 
aviation. 
Tax all aviation fuel, including jet fuel. 
Impose an aircraft registration fee. 
Increase the motor-fuel tax. 
Restructure the motor-vehicle registration fee. 
Charge a fee for pilot registration. 

• Expand the use of toll roads for future highways. 
Levy a refinery tax on crude oil immediately prior to 
refining, if feasible with Federal regulations. 

THE CURRENT SITUATION 

Texas has a pressing need to develop additional funding 
for transportation purposes. The current lack of funds 
affects rail, highway, and air transportation alike. In the 
near future, some transportation services traditionally 
provided by the State will have to be curtailed unless 
additional revenue is raised to meet rising costs. This 
situation is not unique to transportation programs, nor is it 
unique to Texas State Government. All levels of govern
ments and all programs are experiencing financial difficul
ties. 

During the 1977 legislative session, the Legislature 's 
attention will be focused on the highways and roads 
financing deficit predicted by the Highway Department. 
The situation is serious enough for some transportation 
experts to predict that future highway construction in 
Texas will be accomplished only by the use of toll roads 
and an expanded Turnpike Authority. 

The Highway Department receives more than 90 percent 
of its revenues from three sources: (1) the motor-fuels tax 
(of the 5 cents per gallon tax, the Department receives 
approximately 2 3/4 cents), (2) State motor-vehicle regis
tration fees , and (3) various Federal Highway Administra
tion programs. Historically, the Highway Department has 
received more revenue from these and other sources than it 
has spent. During the past decade, the annual surplus often 
exceeded $25 million. 

Recently, however, the Highway Department's financial 
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picture changed dramatically. In fiscal year 1975, motor
fuels tax revenues increased only I percent or $5.1 million 
over 1974 receipts , while highway maintenance and con
struction costs rose 28 percent or $182.4 million. (For 
details , see Appendices 1 and II to this report plus the 
Comptroller's Financial Statement, November 1975.) 

The Department recently estimated that, at the present 
fun ding level, revenues will fall short of the amount needed 
to complete projects planned for the next 20 years by more 
than $9 billion. (Texas Transportation and Energy Report , 
Reports Corporation, Inc., June 16, 1975). Our preliminary 
research indicates that, even if the Department were to 
scale down or eliminate many of these projects (such as 
those contested by local residents, officials, or environ
mental groups), expenditures would outstrip revenues 
within the next few years. 

The shortage of local governmental funds for urban road 
repair and upkeep is also serious. While many urban roads 
were built with Federal and State assistance , financing their 
maintenance and repair has been left primarily to the 
municipalities . Local agencies having difficulty raising 
needed funds are turning to the State for help. 

Highway transportation is not the only mode facing 
financial crisis in Texas. Urban and intercity public trans
portation systems and aviation facilities are also in need of 
additional funds. 

The State of Texas assists in financing local airports 
through grants issued by the Texas Aeronautics Commis
sion (TAC). For cities under 75,000 population, TAC 
grants pay as much as 50 percent of the local share of 
airport improvement projects eligible to receive Federal 
matching funds. The TAC and its grant program are 
financed by pilots and aircraft owners who do not claim 
State gasoline tax refunds to which they are entitled. 
Twenty-five percent of the unclaimed refunds are allocated 
to the State's Available School Fund, with the remaining 75 
percent placed in a special fund to support TAC's activities. 

The funds available , however, fail to meet the airport 
development needs of Texas' local governments. As of 
1974, the TAC had a backlog of over 70 requests from local 
governments eligible to receive grants. The additional funds 
needed to meet these requests were estimated, at the time, 
to exceed $2 million, a figure that does not take into 
account the inflationary increase in airport construction 
costs estimated to exceed 50 percent during the past three 
years. 

Statutes give the Department of Highways and Public 
Transportation authority and responsibility to plan and 
assist in the development of both urban and intercity public 
transportation in Texas. An important element in intercity 
public transportation is passenger train service provided by 
Amtrak. Presently, three Amtrak routes serve Texas. 
Because of inadequate quality of service, these do not meet 
intrastate travel needs of most Texans. As automobile and 

airline congestion develop , and if high fuel prices persist, 
improved rail passenger service can become an increasingly 
attractive alternative to highways or airports. 

The Rail Passenger Service Act of 1970 allows individual 
states to contract with Amtrak to provide addi tional rail 
passenger service . Currently , the Department of Highways 
and Public Transportation and the Texas Transportation 
Institute are studying the feasibility of participation in this 
program. 

The following sections of this report characterize the 
current funding situation for each mode. FederJ, state , and 
local funding sources are identified. Problems are diag
nosed. Areas of state legislative discretion are probed, in 
order to indicate possible alternatives. Alternatives are then 
evaluated. 

When reviewing financing alternatives, one should keep 
in mind that methods of financing directly affect the 
consumer's choice among transportation modes. Present 
methods encourage the use of private automobiles. Alterna
tive methods of financing would encourage use of other 
modes and induce changes in an individual consumer's 

pattern of travel behavior. 

CHARACTERIZATION OF CURRENT 

TRANSPORTATION SERVICES 

AND FINANCING 

HIGHWAYS 

The Federal Government has sought to encourage 
interstate commerce and facilitate national defense by 
promoting development of interstate road systems. To 
achieve this objective, Congress decided against creating a 
Federal road-building apparatus. Instead, it chose to match 
Federal funds to state funds to build certain types (If roads. 

In 1917, the Texas Legislature created the State High
way Department (Vernon 's Annotated Civil Statutes, art. 
6663) in order to qualify for the first Federal aid-to
highways grants. Previously , Texas road building had been a 
local responsibility, paid for by property taxes and user fees 
levied by local jurisdictions. 

The State has followed the practice of concentrating 
State highway resources on projects eligible for Federal 
funds to optimize the use of State funds. In Texas, this 
Federal-State relationship has produced an impressive 
70,000-mile system of intercity roads . It also has resulted in 
Federal priorities dictating State transportation policies. 

Both State and Federal Governments finance most road 
programs from the proceeds of dedicated highway funds . 
Both funds derive their revenues from motor-vehicle user 
taxes. Thus, the users of the system have paid for a large 
portion of the State highway system. 
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At the local leve l, Federal-State highway programs have 
finan ced important urban road networks . However , the 
major portion of the State's 250,000-mile road system is 
comprised, in the main , of municipal streets, which are not 
eligible for such funding. Thus, while Federal and State 
road programs are an important source of financing for 
local transportation facilities, a major financial burden in 
providing roads remains with municipalities. 

Generally, local governments in Texas do not levy user 
fees. Instead, road projects are financed from general 
revenue . This increases the local ·tax burden on all citizens, 
independent of a person's actual highway use. 

In the early l 970's, State and Federal highway revenues 
began to level off at the same time that road construction 
and maintenance costs began to soar. In 1975, Highway 
Department expenditures exceeded revenues by more than 
$100 million . To balance its budget , the Department was 
forced to draw on its reserve balance, as well as cut back 
projects and personnel. 

AIRPORTS 

The Federal Government , through the Federal Airport 
and Airway Development Program, encourages planning, 
construction, and improvement of local airports. Grants 
under this program are allocated on a formula basis 
covering 75 percent of total project cost. The Airport and 
Airway Trust Fund derives its revenues from Federal taxes 
on aviation fuel and taxes on tires and tubes on aircraft. 
Because these Federal funds are distributed with a rela
tively-low matc}J.ing requirement, this program has been an 
important stimulus to airport development in Texas. 

The State of Texas has been involved in airport 
development since 1966 when the Legislature created the 
Texas Aeronautics Commission's (TAC) Airport Aid Pro
gram. This program assists local governments in financing 
airport construction and improvements. The TAC author
izes up to $50,000 -to local governments, or a maximum of 
50 percent of the local share of the project cost. The 
Commission is unable to meet the demand for airport-aid 
grants. To eliminate the backlog of applications would 
require an additional appropriation of $2 million annually. 

Final responsibility for airport development rests with 
local govern men ts, which must initiate all airport plans and 
seek additional funding from State and Federal sources. 
However, local governments are limited in revenue sources 
available to provide matching funds for these projects. 
While a local entity may be able to finance an airport 
project through bonding, it must eventually pay for those 
bonds with revenue from user fees and/or property taxes. 

RAILROAD PASSENGER SERVICE 

With the abandonment of intercity passenger service by 

private rail carriers, Congress in 1970 established the 
National Railroad Passenger Corporation for the purpose of 
re-establishing intercity rail passenger service. The railroad 
system created, Amtrak, is subsidized out of general 
revenues of the Federal Government. 

Unfortunately, the three Amtrak routes in Texas provide 
a poor test of the attractiveness of rail passenger service for 
the State , as the Texas routes are characterized by 
infrequent and unreliable scheduling, poor terminal facili
ties, and excessive travel times. Among the problems 
associated with Amtrak service in Texas are: 

Compared to other modes, Amtrak service be
tween major Texas cities is time-consuming be
cause routes are indirect and because much of the 
track is in poor condition, requiring slow speeds 
and extra caution. 
:Because of scheduling problems for long distance 
trains, Amtrak service does not bring people to 
Texas cities at times convenient to conduct busi
ness. 
Amtrak service is infrequent. Amtrak routes ser
vice cities in Texas three times a week on two of 
the routes and daily on the third route . 
Amtrak stations are underfurnished, small and 
often overcrowded when trains are expected to 
arrive, creating an unpleasant environment for 
travelers. 
Older Amtrak trains are often uncomfortable, with 
frequent breakdowns in heating and air condi
tioning systems which make rail travel uncom
fortable . 

• Certain railroads do not permit Amtrak to use their 
right-of-way. 

Operating under these unfavorable conditions, growth in 
Amtrak ridership is unlikely. But without higher passenger 
levels, the Federal Government cannot be expected to 
invest in improving Amtrak service in the State. However , 
the Federal Government will participate in improving 
Amtrak service if either the State or local governments 
assist in covering any financial losses incurred by additional 
service . 

TRANSPORTATION 

FINANCING PROGRAMS 

FEDERAL TRANSPORTATION FINANCING 

The Federal Government finances transportation by 
providing grants to the State for highway construction and 
improvement projects, by providing grants to the State 
and local governments for airport construction, and by sub
sidizing Amtrak operations. The Federal financial share 
of these projects depends on the specific program and may 
cover up to 90 percent of total project cost. No Federal 
funds are provided for maintaining either highways or 
airports . 
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Highways 

Federal R esponsibility 

The Federal Government has responsibility for assisting 
states in planning and constructing of intercity and 
interstate highways. Maintenance of this system has been 
left primarily to the states. 

Since 1973, Congress has acknowledged a need for 
improved urban mobility by making some public transpor
tation projects eligible for highway trust fund monies. 
Despite these new programs, the bulk of highway money 
continues to be used for intercity and interstfl.te highway 
construction projects. 

Federal Programs and Resources 

The Federal Government has been involved in highway 
cons truction financing since the passage of the Federal-Aid 
Road Act of 1916. At that time, the Federal participation 
share of construction costs was 50 percent . 

In 1923 , Congress adopted the policy of authorizing 
appropriations of Federal funds, leaving the actual appro
priation to be made when needed. This method provides 
the states with advance notification of Federal aid policy, 
permitting time to plan their work accordingly. 

The Federal-Aid Highway Act of 1944 introduced a 
change of emphasis in the Federal highway program. The 
Act provided funds for exclusive use of the Federal-aid 
system within municipalities and urban areas of more than 
5,000 population. The Act also provided for the designation 
of 40,000 miles of interstate highways connecting the 
nation's principal metropolitan areas. 

In 1954, the need was recognized for increased financial 
participation by the Federal Government in highway 
building. The Federal Highway Act of 1954 created a 
committee to develop a plan to that end. The result of the 
committee's efforts was the Highway Revenue Act of 1956, 
which established the Federal Highway Trust Fund. 

Pursuant to the .1956 Act, revenues derived from several 
taxes and fees were set aside in a special trust fund. These 
dedicated revenues included a three-cent tax on each gallon 
of gasoline and diesel fuel , which has been increased to four 
cents per gallon; a 10 percent manufacturer sales tax on 
truck, bus , and semi-trailer chassis and bodies; various taxes 
on tires and tube rubber; and a $1.50 per 1,000-pound 
weight tax on trucks. (A tax on lubricating oil at the rate 
of four cents per gallon has been added, and the tax rate on 
rubber tires has been increased. ) Appropriations from the 
fund were limited to obligations incurred in building the 
Federal-aid highway system. 

Congress authorizes funds to be appropriated annually 
from the Trust Fund for construction activity in four 
categories of the Federal aid system: interstate , primary, 
secondary, and urban. The appropriated money is then 
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apportioned among the states according to a formu la base d 
on each state 's area , population , and existing highway 
mileage. 

As provided by statute (23 U.S. Code 120) , the Federal 
cost share for projects is 90 percent for the interstate system 
and 70 percent for the primary , secondary , and urban 
roads. One and one-half percent of these funds are withheld 
for highway planning and research, a portion of which goes 
to metropolitan planning programs. 

In 1975, Federal funds amounted to 50.8 percent of 
funds authorized for active state construction projects and 
43.9 percent of funds for projects completed during the 
year. This money was distributed to Texas through. 1 7 
different Federal programs . administered primarily by the 
Federal Highway Administration. The largest of these is the 
interstate program. 

The total amount of Federal highway and transportation 
money allocated to Texas has increased from $242 million 
in 1972 to $340 million in 1976 (see Appendix I). Most of 
this increase is due to Federal programs launched in the last 
few years, which are oriented toward highway safety or 
mass transportation. These programs include metropolitan 
transportation planning, railroad/highway crossing improve
ments, elimination of high-hazard locations and roadside 
obstacles, pavement markings, safety demonstration pro
jects, highway beautification , special bridge replacement, 
and mass transit-related projects. 

The Federal-Aid Highway Act of 1973 broadened the 
use of the fund to include construction of exclusive 
busways, traffic control devices, passenger loading areas and 
shelters, and fringe parking areas serving bus and other mass 
transit facilities. The Act also allows bikeways an_µ pedes
trian walkways to be financed from Federal-aid. system 
appropriations. Since FY 1975 , funds appropriated for the 
urban system have been eligible for bus purchases, and in 
FY 1976 they may be used to construct , reconstruct , and 
improve fixed rail facilities for mass transportation pur
poses. 

The Federal-Aid Highway Amendments of 1974 made it 
possible, under special circumstances, for interstate funds 
to be used for mass transportation. Under this law, the 
Secretary of Transportation may withdraw approval for an 
urban interstate section not essential to completion of the 
interstate system. When an urban section has been with
drawn , authorized local officials may notify the Federal 
Highway Administration (FHW A) that local needs require a 
non-highway public transportation project. The Secretary 
may approve such a project , providing planning require
ments are met. The Department of Transportation will then 
grant money for the project that otherwise would have 
been allocated to the interstate project. Projects which are 
eligible for substitution include construction of fixed rail 
facilities, and the purchase of passenger equipment for any 
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mode of mass transportation. 
The Federal-Aid Highway Act of 1968 (23 USC 116) 

specified that it is the state's responsibility to maintain 
highway projects constructed with Federal money. Thus, at 
the present time, states receive no Federal assistance for 
maintaining the extensive Federal-aid highway system. 

Current legislation (House Bill HR 8235) could change 
this situation by amending the definition of the word 
"construction" to include "resurfacing." Federal money 
could then be used to assure "adequate structural support" 
for existing roads, though responsibility for normal main
tenance would remain with the state. 

Despite the Federal trend away from increased funding 
for new highway construction, there are a few exceptions 
where new highway construction projects are encouraged. 

Legislation enacted in 1974 (23 USC 219) provides for 
construction , reconstruction, and improvement of off
system rural roads not on any Federal-aid system. Federal 
participation is equivalent to Federal-aid secondary pro
jects, though funds are not appropriated from the Highway 
Trust Fund. Texas will receive almost $12 million for 
off-system roads in FY 1976. 

In 1973, Federal highway legislation established the 
priority primary program which provides improvements for 
high-traffic sections of highways on the Federal-aid primary 
system which connect to the interstate system. For this 
fiscal year, Texas will receive $17 ,649 ,629, all of which has 
been appropriated from the· Trust Fund. 

Thus, following Federal funding priorities, Texas should 
be developing improved rural roads, safer and better 
maintained highways, and more public transportation sys
tems. New construction, however, is likely to fall far below 
levels reached during the highway boom of the last 15 
years. 

Airports 

Federal Responsibility 

Communities interested in constructing or improving 
airports are eligible to receive Federal grants for this 
purpose. These funds have been made available through the 
Federal Airport and Airway Development Act (49 US 
1714). Federal grants originally covered 50 percent of the 
total airport or airport-improvement project costs, but 
1973 ·amendments to the Act expanded assistance to 75 
percent of the total project cost. 

This program , however, expired on June 30, 1975. 
Congress is now in the process of developing a new version 
of the Act. Proposals currently before Congress indicate 
that the Federal portion of this program may be expanded 
to include 90 percent of the total project cost. 

Federal Programs and Resources 

Federal airport funds are distributed by two means: (I) 
by weighing state population and state geographic area; and 
(2) at the discretion of the Secretary of the Department of 
Transportation. 

Airport projects which use Federal Airport and Airway 
Development funds must be included in the Federal Airport 
System Plan. This plan is developed by the individual states 
in conjunction with local governmerits . Grants are not 
authorized until a hearing is held to consider the economic, 
social and environmental effects of the project. This 
program is funded through the Airport and Airway Trust 
Fund (49 US 1742), which derives revenues from taxes on 
aircraft fuels and taxes on tires and tubes used on aircraft. 

Rail Passenger Service 

Federal Responsibility 

In 1970 Congress created Amtrak, a quasi-public corpor
ation, to provide a national rail passenger service. The Rail 
Passenger Service Act assigned the responsibility to plan a 
basic Amtrak route system to the Secretary of the U.S. 
Department of Transportation . The system developed was 
designed to include only those routes which had the 
potential of being profitable, 

Federal Programs and Resources 

When Amtrak began operations in May, 1970, Texas was 
served by two of Amtrak's Basic System routes. With the 
addition of another route in 1974, three routes now serve 
the State: 

(1) The Inter-American, the newest route , originates in 
St. Louis and travels through Little Rock and Texarkana to 
Laredo, with Texas stops in Marshall, Longview, Dallas, 
Fort Worth, Cleburne, McGregor (Waco) , Temple, Austin , 
San Marcos , and San Antonio. 

(2) The Lone Star travels from Chicago through Kansas 
City and Oklahoma City, and ends in Houston, with other 
Texas stops in Gainesville, Fort Worth, Cleburne , McGregor 
(Waco) , Temple, and Brenham. . 

(3) The Sunset Limited runs through the Southern 
states from New Orleans to Los Angeles with Texas stops in 
Beaumont, Houston, San Antonio, Del Rio , Sanderson , 
Alpine, and El Paso. 

Service on trains in Texas is provided on a regular, albeit 
infrequent, basis. The Inter-American makes three trips per 
week between St. Louis and Laredo. The same number of 
weekly trips are made between New Orleans and Los 
Angeles on the Sunset Limited. The Lone Star offers more 
frequent service, with trains leaving from Chicago and 
Houston daily. Trip time on these routes vary . The 
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Inter-American total trip time from St. Louis to Laredo , a Aid Program . At the presen t time, no State funds assist 
distance of I , 16 7 miles , is 28 hours. The Lone Star , from Amtrak in providing rail passenge r se rvice in Texas. 
Chicago to Houston, covers l ,369 miles in 27 hours. The 

Highways
Sunset Limited 's trip from New Orleans to Los Angeles 
requires 43 hours , traveling 2 ,035 miles . State Responsibility 

Ridership on the three Amtrak routes servicing Texas 
declined between 1974 and 1975. In 1974, the total 
ridership for the three routes serving Texas was 438,028, 
compared to 396,401 in 1975, a decrease of 9.6 percent. 
This compares with a 6 percent decrease for the Amtrak 
system nationally. Amtrak officials explain these decreases 
as a function of the sluggish 1975 economy. The economy 
began to improve in 1975, and Amtrak ridership nationally 
for December, 1975 was 5 percent higher than in December 
of the previous year. Ridership for the three routes serving 
Texas was 13 percent higher in December, 1975, than in 
December, 1974.1 

In spite of these increases in ridership, Amtrak still 
requires a large Federal subsidy. In 1975, nationwide, the 
average Amtrak train lost over 12 cents per passenger-mile. 
During the same year, the Lone Star lost $ 7 .9 million 
dollars, a per-passenger mile loss of 7.1 cents . The Sunset 
Limited lost $9.1 million, a loss of 4.3 cents per passenger
mile, and the Inter-American lost $3.2 million, a 14.8 cents 
per passenger-mile loss . It should be noted, however, that 
these figures are for the entire year of 1975, during most of 
which ridership was down.2 

Amtrak's deficits are subsidized out of the U.S. Trea
sury 's General Revenue Fund. Authorization to spend these 
funds is granted annually by Congress . For FY 1975, 
Congress authorized the National Railroad Passenger Cor
poration to spend up to $350 million to operate and make 
capital improvements on the Amtrak system. 

In addition to the Amtrak funding mentioned above, the 
Federal Government will participate in improving Amtrak 
service if either a state or local government assists in 
covering the losses of any additional service which it 
requests Amtrak to provide. Under Section 403 (b) of the 
Rail Passenger Service Act (45 US 563), Amtrak is required 
to provide any additional service requested by either state 
or local governments as long as state or local governments 
pay 2/ 3 of any losses incurred in providing this service. 

TEXAS STATE TRANSPORTATION FINANCING 

Through the Department of Highways and Public Trans
portation, the State of Texas finances, plans, constructs, 
and maintains highways. State funding for these projects 
comes almost exclusively from the State's Permanent 
Highway Fund. In addition, the Texas Turnpike Authority 
operates the State's two toll roads. The State also provides 
grants to communities for airport planning and construc
tion through the Texas Aeronautics Commission's Airport 

Two State agencies are responsible for road building and 
maintenance : the Texas Department of Highways and 
Public Transportation , and the Texas Turnpike Authority. 

By statute (VACS, art. 6663), the Highway Depar tment 
has sole authority to plan , authorize, construct, and 
maintain all highways financed by State an ci/or Fe de ral 
funds . All such roads are considered part of the Texas State 
highway system, ~hich today consists of 69,55 8 miles, 89 
percent of which are non-urban. Although the State is 
responsible for maintenance, local governments do sign 
cooperative maintenance agreements assuming responsi 
bility for maintaining some system roads which lie within 
their jurisdictions . 

In 1953, the Texas Turnpike Authority was established 
for the purpose of: 

. .. promoting agricultural or industrial development 
to assist in affecting traffic safety , to provide fo; 
construction of modern expressways, and better 
connections between highways and the State of Texas 
and the highway system of adjoining states . 

To assist the Authority in carrying out its legislative 
mandate, the Legislature granted it the right of condemna
tion. 

The Turnpike Authority has sole responsibility to plan , 
construct, maintain, and police all highways for which tolls 
are charged. All expenditures relating to turnpikes must be 
paid from toll revenues . The Authority operates two 
turnpikes in the Dallas area with a total length of less than 
50 miles. 

State Programs and Resources 

Public roads in Texas are financed mainly from State 
user fees and Federal matching funds. In the past , these 
resources have been so abundant that only minor appropria
tions from the General Fund have been required to finance 
road projects. For example, of the $900 million spent by 

the Department of Highways and Public Transport ation in 
1975, just slightly more than $6 million derived from 
general revenues of the State. 

User fees, in the form of motor-fuel taxes and motor
vehicle registration fees , constitute more than 60 percent of 
the Department's annual budget. Net revenues generated by 
these fees are placed in the Permanent Highway Fund. This 
fund was established in 1946 by amendment to the State 
Constitution (art. 8, section 7 A), which limits the use of 
the fund to : 

. . . the acquiring of rights-of-way, constructing, main
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taini ng and policing such public roadways, and for 
t he administrat ion of laws prescribed by the Legisla
ture pertaining to the supervision of traffic and safety 
on these roads. 

As provided by the amendment , the functions of the 
Department of Public Safety (DPS) which relate to policing 
of public roads are financed , in the main , from Highway 
Fund revenues. Other activities financed by the Highway 
Fund are operation of State-owned ferries and tunnels , 
re moval of roadside litter, and purchase and maintenance of 
Departmental buildings and equipment. 

The Highway Fund legislation has been construed so 
narrowly that highway beautification and railroad grade 
protection cannot be financed through the Fund. Instead, 
the Legislature provides for these activities by appropria
tions from the General Revenue Fund. Two other activities 
undertaken by the Department , the Travel and Information 
Service and the administration of the Certificate of Title 
Act, are financed by the sales tax on lubricants and 
ce rtificate-of-title fees . Supplemental financing for the DPS 
is available from the Operator's and Chauffeur's License 
Fund .3 

Texas statutes (V ACS, art . 6674 and 667d) give the 
Highway Department authority to allocate revenues from 
the Highway Fund. The Department also has "direct 
control" over the use of all Federal aid to highways. 
Federal apportionments for the various categories of road 
programs during the past five years are given in Appendix 
IV. 

The tax on gasoline, the major revenue source for the 
State Highway Fund, was raised by the Legislature in 1955 
to its present rate of 5 cents per gallon. In 1959, the 
Legislature expanded the base of this tax by adding a 
6.5 cent per gallon tax on diesel fuel. Neither tax rate has 
been changed since that time . 

When the motor-fuels tax was first levied, it was 
classified as an occupation tax because there was some 
question as to whether the State Constitution would allow 
imposit ion of a use or excise tax . By statute, one-fourth of 
all occupation tax revenue is dedicated to the Available 
School Fund. Thus, the Highway Fund received only 
three-fourths of all net revenues from the motor-fuels tax . 

In 1975, this dedicated fund provided the State Highway 
and Public Transportation Departrnen t with one-half billion 

4dollars . The motor-fuels tax alone generated 
$286, 193,235, or 35 .8 percent of the Department's total 
budge t. Other revenues , including matching funds from the 
Federal Highway Trust Fund, raised Department revenues 
to more than $800 million. 

In addition to the Highway Fund, the Department has 
four other significant sources of revenue (see Appendix I). 
These include: proceeds from the retail sales tax on 
lubricants ; ce rtificate-of-title fees ; permits for oversize and 
overweight vehicles; and depository interest on the High

way Fund. Two of these deserve additional explanation, 
due to the possible role they may have in future road 
funding. 

The retail sales tax on lubricants and motor oils was 
levied in 1961 when the Legislature placed a tax on all 
tangible personal property. 5 This tax is specifically allo
cated to the Department. Revenues from this tax amounted 
to almost $5 million in 1975. 

Another activity of the Department is processing ce rtifi
cates of motor vehicle title . Fees for the certificates are set 
by statute at 75 cents. 6 In recent years , revenu~s from that 
fee have remained constant, while costs of administering 
the Certificate of Title Act have increased substantially. In 
197 5, it cost the Department almost $3 million more to 
administer the Act than received in fees , although the 
language of the Act suggests that the Legislature intended 
certificate fees to pay costs of administration. 

Drivers' license fees provide revenue for the Department 
of Public Safety . One-third of the amount collected from 
this source is allocated to the General Revenue Fund, with 
the remaining two-thirds set aside for the Operator 's and 

7Chauffeur's License (OCL) Fund. According to the stat
ute , proceeds from the OCL fund may be appropriated by 
the Legislature either directly to the DPS or to the Traffic 
Safety Fund. 

Until 1974, financial resources of the State Highway 
Department were sufficient to meet the State's need for 
highway maintenance and construction , as specified by the 
Department. However, in that year, several developments 
dramatically changed that situation. 

First, inflation increased costs of all activities dramati
cally. For example , construction costs in 1974 were more 
than $50 million above 1973 expenditures, and mainte
nance costs were up more than $7 million . Table V-1 
presents expenditure and revenue trends during the past six 
years. As is evident, inflation intensified during 197 5. 
During the first quarter of 1976, the Department reported 
increased expenditures despite reductions in personnel and 
projects.8 

Secondly, the Department reports that much of the 
Federal-aid system , including the interstate, is deteriorating 
at a more rapid rate than anticipated . Much of the extensive 
Texas road system is part of the Federal-aid system, 
including 2,8 15 miles of interstate highways , hundreds of 
miles more than any other state. Since Federal programs are 
not designed to assist states with maintenance costs , Texas 
now must pay to maintain all those Federal-aid system 
roads. Proposed Federal legislation may alleviate the main
tenance problem somewhat. 

In real dollars, maintenance costs increased 60 percent 
during the 1970-75 period. Other expenditures , as well as 
revenues, have risen almost proportionately . Thus , mainte
nance costs as a percentage of total budget have remained 
relatively stable during recent years (refer to Table V-1) . 
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Year 

w 
w 

1970 

1971 

1972 

1973 

1974 

1975 

Total 
Expenditures 

$682,469 

701,124 

669,940 

646,024 

730,768 

905,009 

TABLE V-I 

STATE DEPARTMENT OF HIGHWAYS AND PUBLIC TRANSPORTATION 

(dollars in thousands) 

Total 
Revenue 

$637,935 

705,206 

695,987 

708,759 

740,577 

804,257 

Federal* 
Contribution (%) 

$228,347 (35.8) 

273,456 (38 .8) 

236,598 (33.9) 

215,511 (30.4) 

216,778 (29.27) 

264,690 (32.9) 

Right-of-Way and 
Construction (%) 

$413,781 (74.3) 

528,844 (75.0) 

474,423 (70.8) 

431,670 ( 66.8) 

489 ,032 (66.9) 

634,632 (70.1) 

Maintenance (%) 

$ 88,538 (12.9) 

95,075 (13.6) 

103,613 (15.5) 

116,341 (18) 

123,833 (17) 

141,369 (15.6) 

Department of 

Public Safety(%) 

$23,901 (3.5) 
- -----~ 

22,062 (3.2) 
. - ··- -·

31,773 (4.7) 

34,503 (5.3) 

33,686 (4.6) 

45,816 (5 .06~ 
I 

*Federal contribution figures are for reimbursements for highways projects during each fiscal year. 
This figures does not include opportunities or obligations for future years. 

Note: % refers to percentage of total expenditures. 

SOURCE: State Department of Highways and Public Transportation, Annual Financial Report for 1970, 1971 , 1972, 1973 , 1974, and 1975. 
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Ove r time. the size of th e highway system to be maintained 
becomes an increasin gly expen sive fact or in the provision of 
trans portation services . 

In response to its finan cial crisis, the Highway Depart
ment has reduce d personnel by more than 2,500 in the last 
five years and shelved many projects indefinitely . In 
addition to constru ction slow-downs, the Department has 
been forced to cut back on litter cleanup and highway 
safety programs. 

Turnpike A urhority Programs and R esources 

The Turnpike Authority is governed by a nine-member 
board , six of whom are appointed by the Governor. State 
Highway and Public Transportation Commissioners fill the 
remaining positions. The Board determines turnpike loca
tions, arranges construction contracts, and establishes all 
tolls. (VACS , art. 6674v). Legislation authorizing the 
Turnpike Authority gives the Board the power to: 

. . . require all political subdivisions or public agencies 
to make conveyance of title or rights and easements 
to any property needed by the Authority to affect its 
purposes in connection with the construction or 
operation of a turnpike project. 

Presently only two turnpikes have been built in Texas. Both 
of these - the Dallas-Fort Worth Turnpike and the Dallas 
North Tollway - are located in the Dallas area. 

With State and Federal revenues no longer keeping pace 
with construction costs, highway officials now look to 
turnpikes as an alternative to building with tax dollars. No 
public funds may be used for these toll facilities. However, 
when the bonds are retired and the road is in acceptable 
condition, tolls are to be eliminated, and the former toll 
road is to become part of the free State-highway system. 

It is generally acknowledged that few routes outside of 
Texas' major urban areas would have vehicle traffic 
sufficient to generate enough toll revenue to be self
sustaining. Tlrns, fu ture tu rn pikes are likely to be built only 
in those areas . 

In 1974, the Authority reported total revenue of more 
than $12 million . After all operating costs , amortization 
an d interes t pay ments, the Authority had a net balance in 
excess of $4 million .9 

Airports 

Responsibility 

Construction of airports owned by local governments in 
Texas is aided by the State through the Texas Aeronautic 
Commission's (TAC) Airport Aid Program. This program 
helps finance construction of surface facilities including 
runways, taxiways, lighting, and some navigational aids. By 
the end of 1975, 89 airports had been upgraded under this 

program an d 57 airports constructed in ci ties and towns 
that had no access to air transportation. 

State Programs and Resources 

Under Article 9.13 (6) (a) of the Vernon's Annotated 
Texas Statutes, the TAC is designated as recipient of 75 
percent of the unclaimed portion of the refundable 
motor-fuels tax paid by pilots and aircraft owners in Texas. 
The remaining 25 perce nt of unclaimed gas-tax receip ts is 
deposited in the State's Available School Fund. According 
to Article 9 .13 of the Motor Fuel Tax Law of Texas , any 
person who uses motor fuel in an aircraft or fo r othe r 
non-highway purposes is entitled to be reimbursed for fuel 
taxes paid. Those funds that are not claimed for reimburse
ment then go to the TAC and the Available School Fund. 

Before FY 1974, the unclaimed portion of the gas tax 
was the sole source of support for the TAC. In recent years, 
the amount of revenue derived from this source has 
declined, in spite of the fact that more people are flying 
aircraft. For example, a comparison of FY 1969 to FY 
1975 reflects a reduction of $66,000 ($584,000 to 
$518 ,000). During this period , the Texas Legislature 
expanded the Airport Aid Program, increasing both the 
maximum eligible population size of recipient communities 
from 50,000 to 75,000 and the maximum grant size from 
$20,000 to $50,000. Thus, the Legislature has authorized 
more communities to spend larger amounts of decreasing 
revenues for airport construction . 

In response to financial problems facing the Airport Aid 
Program , the Legislature turned to Federal revenue sharing 
funds and the State 's General Revenue Fund for additional 
TAC financing. For FY 1974 and 1975, the Legislature 
appropriated $400,000 from Federal revenue sharing and 
$145,444 and $150,970, respectively, from the General 
Fund. The Federal funds were designated to support the 
Airport Aid Program , while State revenues were used for 
salaries and travel expenses of TAC personnel. For FY 1976 
and 1977, the Legislature has appropriated $1,667,291 and 
$1 ,703 ,251, respectively, for the TAC. Of these sums, 
$500,000 each year is to be derived from the Aircraft Fuel 
Tax Fund; the remaining $1 ,167,291 in FY 1976 and 
$1,203 ,251 in FY 1977 will come from the General 
Revenue Fund. Program grants are budgeted for $1 million 
for each of the two years. Remaining funds are to be used 
to finance other functions of the TAC. 

Article 46 c-6, subdivision 10 of Vernon's Annotated 
Texas Statutes establishes the following requirements for 
communities eligible to apply for TAC Airport Aid Program 
grants : 

I . The airport or facility remain in the control of the 
political subdivision for at least 20 years. 

2. The political subdivision discloses the source of all 
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funds fo r the project and its ability to finance the 
project. 

3. All loans shall bear interest at the rate of at least 
three percent per annum and have a term not 
longer than 20 years . 

4. At least 50 percent of the total project cost be 
provided from sources other than the State of 
Texas. 

5. The project be adequately planned . 

Communities are limited in their use of the Airport Aid 
Program by the funds that the Legislature appropriates for 
the Program. Because of this fiscal constraint, the TAC is 
empowered to decide which communities receive Airport 
Aid grants. In determining whether a grant shall be made, 
the Commission considers the following: 

1. The need for an airport or facility or improvement 
of existing facility in the locality in the light of 
existing airports or facilities in the area and in light 
of the overall needs of the State. 

2. The financial needs of the community with prior
ity given to areas of greatest need. 

3. Loans shall be made in lieu of grants whenever 
possible. 

One other State-supported program offers potential 
financing for local airports : the State's Mass Transportation 
Program. In 1975, the Texas Legislature created a program 
to fund capital improvements to improve public transporta
tion in the State. Section 2(6) of VATS Article 6663c 
'iefines public transportation as: 

. . . "public transportation" means transportation by 
bus, rail, watercraft, or other means which provides 
general or specialized service to the public on a 
regular or continuing basis . 

Under a broad interpretation of this section, common
carrier airline service could be included in the definition of 
"public transportation." If common-carrier airline service 
can be considered "public transportation," then local 
government in Texas operating airports served by scheduled 
airlines may be eligible to receive capital improvement 
grants for their local airports. 

All communities in the State are eligible to participate in 
this program , provided that the individual communities are 
eligible to receive Federal funds for the same project. At 
the present time, no community has applied for airport 
improvement funds under this program. 

Rail Passenger Service 

State Responsibility 

Texas has assumed no responsibility for rail passenger 
service. However, under the Amtrak legislation the State 
could expand current routes , add new ones, or increase 
service on existing routes by agreeing to pay two thirds of 
losses incurred. 

This program is currently used to provide additional 

service in New York , Pennsylvania, Michigan, Ill inois, 
Minneso ta , and California. In California, the sponsor of the 
program is Los An geles County. States themselves are 
responsible for their share of the deficit. For Texas to 
participate in this program , legislative action would be 
required, since there are no State programs providing 
operating assistance for public transportation . However, it 
might be possible to use existing State mass-transit funds to 
enhance present Amtrak service, particularly in the case of 
capital improvements . In its plans for the renovation of the 
Union Terminal Building, the City of Dallas i ~ i~· vesti ga ting 
potential use of State mass transportation funds made 
available by the 197 5 Texas Legislature. 

LOCAL GOVERNMENT 

TRANSPORTATION FINANCING 

Although this study focuses on State programs and 
responsibilities for transportation , there are two reasons 
why local government transportation programs also need 
to be considered. First, the State Constitution prohibits 
counties and municipalities from undertaking any activity 
which is not delegated to them by the State. Thus , the 
Legislature should be aware of the needs of local govern
ments for new authority to provide better local transporta
tion services or to finance such programs. 

Second, State and Federal programs for all modes have 
effects on the provision of local transportation services. No 
mode of transportation is totally funded by one level of 
government. Thus, a study of State and Federal grant 
programs would be incomplete without showing the impact 
of these programs on municipal transportation services. 

While an in-depth study of municipal programs is not 
intended, information provided in this section is for the 
purpose of illustrating relationships between Federal, State, 
and local programs. 

Local governments in Texas are involved in high way, air, 
and rail transportation. Counties an d municipalities are 
responsible for construction and maintenance of streets, 
roads , and bridges which are not part of the State highway 
system. Road construction and maintenance at the local 
level is supported mainly by property taxes and special 
assessments. Home-rule cities have the option of bond 
financing to spread these costs over time. 

For airports, local governments have the responsibility 
to initiate and execute airport development plans and to 
raise funds to match aid from State or Federal sources. 

Highways 

County Responsibility 

Counties are charged with maintaining roads which are 
not part of the State system and which lie outside of 
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municipal limits . Generally, these are secondary roads 
linking rural communities and unincorporated suburbs to 
primary roads. Thus, while some construction activity takes 
place at the county level , most major roads and construc
tion expenditures are the responsibility of the State and/or 
various municipalities. 

Counties do participate in development of some State 
highways within county jurisdictions. These county costs 
are small compared to expenditures by other levels of 
government for these same facilities (see Appendix III for 
MoPac financing). Yet, the county share can be burden
some to county revenues. By statute (V ACS, art. 6673e-l), 
counties must pay for one-half of right-of-way acquisition 
for all U.S. or State highways. Also, counties must finance 
100 percent of the acquisition costs of rights-of-way for 
farm-to-market and ranch-to-market roads . 

Financing off-system roads varies according to which 
jurisdiction is most interested in the project. Prior to the 
new FHWA off-system category, the city and/or county 
had to bear the entire cost. Now that Federal funds are 
available, the State may choose to provide the 30 percent 
match . According to Texas law (V ACS, art. 6674b), the 
State cannot participate in any non-state highway system 
road except to match Federal funds. Even with Federal 
funds now available for such projects, Texas may elect not 
to participate . If a local entity still wishes to continue the 
project, it will be responsible for all maintenance and must 
provide the 30 percent match to Federal funds. If the 
project does not fit the Federal off-system criteria, the 
en tire burden will be on the locality. 

County Programs and Resources 

Due to traditional emphasis on precinct activity, road 
construction and maintenance projects are generally under
taken independently within each precinct, and revenues for 
road financing are divided among the four precincts. 

Counties finance road construction and maintenance 
from three county fund-accounts: the Farm-to-Market 
Road fund, the Special Road and Bridge fund, and the 
General Revenues Fund. In addition, counties are author
ized to finance road improvements through bond financing, 
which then must be amortized through revenues from the 
above funds . State law specifies tax sources and maximum 
tax rates which counties can assess to generate revenues for 
these funds . The tax sources include motor-vehicle registra
tion fees, property taxes, and fees for services provided at 
the precinct level. Plus, the State provides some direct aid 
to counties for road purposes , as some seven million dollars 
is allocated to the State's 254 counties from motor-fuels 
tax revenues. This is somewhat of an historical vestige , 
resulting from the time when the State took some county 
roads in to the State system and then returned some 
proceeds from the gasoline tax to counties to amortize 

bond debt on those roads. The Legislature· has maintained 
appropriation of these funds to counties slightly in excess 
of $7 million, allocated on a formula basis to the counties, 
which may produce significant amounts for the smallest 
counties and almost inconsequential funds for the largest 
counties. 

The property tax is often the most important source of 
county revenue. Article 8, Section 9a of the Texas 
Constitution authorizes county commissioners to levy a tax 
up to 80 cents per $100 valuation. A portion of revenues 
from this tax can be allocated for road-related :lr;tivities. In 
Travis County, for example, property is taxed at the rate of 
$1.13 per $100 of assessed value, which is estimated to be 
27 percent of market value. Of this amount , 15 cents is 
allocated to the Special Road and Bridge Fund, 18 cents to 
the Farm-to-Market Fund, 5 cents to Debt Service, and 75 
cents to the General Revenue Fund. 1 0 

The county's share of motor-vehicle registration fees is 
an important source of revenue. ln 1975, Texas' 254 
counties realized $34,414,797 from this fee. One hundred 
and eighteen counties received $175,000 net, 119 received 
between $50,000 and $175,000, while only 17 realized 
less than $50,000 from _this charge. 

By statute (VACS, articles 7048a and 6790), county 
commissioners have the power to issue general obligation 
bonds to maintain and construct roads and bridges, if 
approved by the electorate. Bonds are limited to one-fourth 
of the assessed valuation of real property (V ACS, art. 
752a). This is a potentially important source of revenue for 
county road activities, but many counties have not elected 
to authorize debt financing. 

Funds for county road projects also are derived from 
miscellaneous fees for such activities as soil and water 
conservation work, and gasoline tax revenues which the 
State traditionally returns on a formula based on estimated 
gasoline tax paid by the county. 

Revenues generated from these sources vary from 
county to county. But, given the limited responsibility 
which county government has for major road construction , 
current revenues appear adequate for current projects. Even 
if costs or the level of county participation in major 
projects escalated in the near future, few counties will have 
reached their statutory limits on taxing or bonding author
ity and still have legal opportunities to generate more 
revenue without additional legislation. 

Municipal Responsibility 

Municipal responsibility for road construction and main
tenance varies according to individual city charters. In 
general, cities undertake construction and maintenance of 
all streets and bridges within municipal limits which are not 
part of the Texas highway system. 

Improvements of highways, which are part of the State 
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system , are financed through State and Federal programs Local Programs and Resources 
described previously. For system high ways, Texas law 
(V ACS, art. 6673e-l ) requires cities to pay one-half of 
right-of-way acquisition costs . Responsibility for mainte
nan ce of system roads often lies with the State, but 
maintenance agreements between the city and State result 
in varying arrangemcn ts , depending on factors such as type 
of road. (Sec discussion of Austin's agreement in Appendix 
fl). 

Municipal Programs and Resources 

State law restricts taxing authority of cities over 5,000 
population to $2.50 per $100 valuation. Towns with less 
than 5 ,000 population are limited to $1.50 per $100 
valuation (V ACS, articles 1028 and 1026) . Home-rule cities 
may also issue bonds for permanent improvements if 
approved by the electorate. However, although a munici
pality may initially finance a new transportation facility 
through bonding, it is the property tax and/or special 
assessment revenues that inevitably must be used to pay 
interest on and amortize the bonds. 

Special property assessments are an important means of 
financing city street improvements. Texas statutes (V ACS, 
art. 1082) require municipalities to limit their financial 
participation in street construction and maintenance to 
one-third of the cost. Owners of property fronting on the 
street provide the other two-thirds except in cases where 
improvements exceed the need or benefit of the property 
owners, such as the grading of residential streets to major 
arterials or intersection improvements. 

In most cities, major road projects, including the 
purchases of rights-of-way for system highways, are not 
financed through user charges. Instead, they are financed 
from improvement bonds, and maintenance is financed 
through the local government's general revenue fund. 

Although statutes do not specify other revenues for road 
purposes, there are several transportation-related taxes and 
fees deposited in the General Fund which might legiti
mately be identified as revenue sources for transportation 
projects. These include a gross receipts tax and a franchise 
tax on motor vehicles operating for hire (V ACS, articles 
6698 , 7066c and VATS Tax Gen., art. 12.01), as well as 
fines collected for highway law violations by both cities and 
counties (VACS 6700). 

Airports 

Local Responsibility 

While Federal and State programs offer encouragement 
to communities to plan and construct airports, the decision 
ultimately is made by local government. It is also the 
responsibility of the local government to contract for the 
specific design, supervise construction, and maintain the 
airport once the project is completed. 

Local governments have four sources of revenue to use 
for airport development. As explained earlier, communities 
may qualify for aid under various Fe deral an d State 
programs. In addition , communities may sell bonds to 
finance airports . These bonds may be amortized either 
through charges levied against users of the facility and/or 
through local property taxes. 

Passenger Rail Service 

Responsibility 

As mentioned above, under prov1s1on of the Rail 
Passenger Service Act, local governments can take the 
initiative and improve rail passenger service by covering 
two-thirds of the losses incurred in that service. 

Programs and Resources 

As previously noted, Dallas is one local government 
trying to enhance rail passenger service . In 1973 , the City 
purchased the Union Terminal Building and is currently 
renovating the facility for use as a multi-modal transpor ta
tion terminal. When completed in 1978, this Dallas Trans
portation Center will be used by Amtrak trains , intercity 
bus lines, local buses, taxis, and car rental services . The 
Transportation Center will also serve as a Surtran terminal 
to take Amtrak passengers and passengers from the other 
modes to and from the Dallas-Fort Worth Regional Airport. 

The initial cost of purchasing the facility, including 24.9 
acres of adjacent land, was $5.3 million . This was financed 
as part of the 1972 Capital Improvement Bond Program .1 1 

LEGISLATIVE DISCRETION 

In this section, legislative discretion and limitations are 
identified to establish those areas where the Texas Legisla
ture can act in addressing the transporta tion fornnce 
problem. Specific problem areas considered include: State 

highway revenues , toll roads, rail and airport faci lity 
development, and intermodal financin g. 

State Highway Financing 

The main sources of State revenue for State roadbuil ding 
are derived from occupation and sales taxes, motor-vehicle 
registration fees, and general revenues . While the Legislature 
has some latitude in increasing revenues from these 
sources, there are constitutional and statutory limitations. 

Sales Tax 

Sales and use taxes are not specifically authorized by the 
Constitution but neither are they prohibited. Some specific 
sales or use taxes, however, have been authorize d by the 
Constitution . Generally, these have been classed as occupa
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ti on taxes because th e Sta te Constitution (art. 8, sec. I) 
onl y specifics four types of taxes which the Legislature can 
levy - property , poll , occupation, and income. Due to the 
confusion over the constitutionality of the tax, lawmakers 
carefully avoided labeling anything a sales tax until the 
1950s. 

Motor-Fuels Tax 

An important sales tax, originally levied as an occupa
tion tax, is the motor-fuels tax. This tax and motor-vehicle 
registration fees provide State Highway Fund revenues. The 
Texas Constitution, article 8, section 7a, specifically allo
cates receipts from this fund to constructing, acquiring of 
rights-of-way , maintaining, and policing of public roadways, 
However, one-fourth of the receipts are earmarked for the 
Available School Fund. 

Rates of taxation and fees are not specified by the 
Constitution . These charges are set by State statutes
registration fees (VATS, article 6675 a-10) and motor-fuels 
tax (VATS Tax Gen. article 9.01.) 

Limited Sales, Excise, and Use Tax 

A limited sales tax (general) on all tangible property is 
authorized by State statute (Vernon's Tax Gen. art. 20.01). 
Section four of the act exempts a number of items such as 
food and drugs. Also exempted from this law are items 
previously covered by other tax statutes such as oil, 
sulphur, cigarettes, motor and special fuels, and motor
vehicle sales. 

The motor-vehicle retail sales tax is contained in VATS 
Tax General article 6.01 and the rate is set by statute . 
Currently, the motor-vehicle sales tax generates more than 
$200 million annually. Proceeds from this tax are allocated 
by statute: one-fourth to the Available School Fund, and 
three-fourths to the Omnibus Tax Clearance Fund (VATS 
Tax General, article 24.01.) 

Occupation Taxes 

Article 8, section 1 of the Texas Constitution authorizes 
the Legislature to impose occupation taxes on persons and 
corporations doing business in the State. Allocation of 
revenues from such taxes is specified by statute. 

Several occupation and gross receipts tax revenues are 
placed in the Omnibus Fund. Allocation of the fund's 
revenues are authorized by statute (VATS, article 7083a). 
According to the law, revenues are to be allocated to the 
Available School Fund , blind assistance, old-age assistance, 
and children's assistance. The Highway Department receives 
$15 million annually from the Omnibus Fund for Farm-to
Market road projects . 

Toll Roads 

Toll roads, or turnpikes, are another mechanism for 
funding road construction. 

At the Federal level , toll roads are not prohibited. 
However, a Federal statute passed in 1956 (70 Stat. 627) 
prohibits the use of Federal-aid highway funds on toll roads 
except in limited instances. Public Law (PL) 93-87 provided 
for toll roads, designated as part of the interstate system, to 
be eligible for Federal-aid highway funds for improvements 
when tolls are suspended. 

The State Constitution allows toll roads only if they are 
authorized by the Legislature (VATS, article 12, section 3). 
An amendment to the Constitution passed in 1954 (Article 
3 , section 52b), prohibits the Legislature frorr: lending the 
credit of the State, or granting public money for the 
construction or operation of a toll road. Thus, all costs 
associated with toll facilities must come from private 
sources or from toll receipts. 

The designation of existing public highways as toll roads 
is forbidden by State statute. Statutes passed in 1874 
(VATS, article 1448-65) provide for any group of at least 
five persons to incorporate for the purposes of constructing 
and maintaining toll roads, providing their charters are 
approved by the Legislature. These companies are granted a 
number of powers including the right of eminent domain 
and the right to set tolls. However, due to the constitu
tional limitation, the Legislature has final say in setting 
tolls, if it so desires. The agency currently authorized by 
the Legislature to construct, operate , and maintain toll 
roads is the Texas Turnpike Authority. 

Airport Financing 

State 

There are no constitutional or statutory limitations 
currently on State financing of airports and airport facili
ties. However, only one source of revenue is specifically 
designated to go to the Texas Aeronautics Commission and 
its Airport Aid Program : the unclaimed portion of the 
refundable motor-fuel tax paid by aircraft owners and 
pilots. This tax does not apply to jet fuels , which are used 
increasingly in private aircraft. 

Federal 

Federal law imposes one restriction on the way Texas 
and other states can raise funds for airport construction and 
other purposes. Federal law (49 US 1513) proclaims that 
states or political subdivisions of states may not: 

. .. levy, collect a tax, fee, head charge or other charge, 
directly or indirectly, on persons traveling in air 
commerce or on the sale of air transportation or on 
the gross receipts derived there from. 

However, the statute does not restrict states and their 
political subdivisions from charging other forms of taxes . 
Additionally, the law points out that nothing prevents these 
governmental entities which own and operate airport 
facilities "from levying or collecting reasonable rental 
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charges, landing fees and other service charges from aircraft 
operators for the use of airport facilities." 

Rail Passenger Service 

There are no apparent State or Federal constitutional 
limits on the powers of the Texas Legislature in terms of 
what the State can do to finance rail passenger improve
ments. 

Intermodal Funding 

The present method of transportation financing over· 
whelmingly favors a single mode, the highway. Many would 
prefer that financing be available equitably to all modes, 
with individual projects competing for funds from the same 
account. This would enable transportation projects to be 
selected on the basis of ability to meet mobility needs of 
the State and to provide a desired mix of transportation 
facilities . 

This type of approach at the Federal level would conflict 
with statutes authorizing the various categorical programs, 
including the Federal-Aid Highway Act of 1956, which set 
up the Federal Highway Trust Fund. Only since 1973 has 
money from this fund been available for modes other than 
highways. Busway and rail construction and rolling stock 
acquisition can now be paid from this fund. Further 
changes leading to intermodal financing would probably 
require major amendments to Title 23 of the U.S. Code. 

Other statutes create separate funding for urban mass 
transit financing. The 1964 Urban Mass Transit Act 
provided Federal assistance for capital improvements 
including purchase of land, buses, rail cars, signal equip· 
ment, and other items. The 1974 National Mass Transporta· 
tion Act broadened this to include operating assistance for 
public transit services. These programs are very rigid and 
money is not transferable between modes. 

Under Texas Law, the State Constitution remains the 
major obstruction . to in termodal financing. Article 8, 
section 7-a of the Constitution states that all net revenues 
from the collection of motor-vehicle registration fees and 
all taxes on motor fuels and lubricants "shall be used for 
the sole purpose of acquiring rights-of-way, construction, 
maintaining and policing such public roadways", for the 
administration of highway laws, and for payment of county 
and road district bonds issued prior to January 2, 1939. 
None ·Of this money goes to any other mode. In Texas, it is 
evident that intermodal financing will require at least a 
constitutional amendment.. 

Many state statutes also would require amendments, 
including S.B. 762 (VATS, article 6663, sections 1-5) 
passed in the last session of the Legislature. This statute 
established the Public Transportation Fund, designed to aid 
local governments match Federal funds for mass transporta· 
tion grants. Such categorical programs would not be 
appropriate in an intermodal financing system. 

ALTERNATIVE SOURCES OF 
ADDITIONAL REVENUE 

Several opportunities exist for generating new revenues 
to fund transportation projects in Texas. These include 
increasing existing taxes as well as developing new tax 
sources. 

Utilize Existing Tax Sources 

General Sales Tax 

In 1975, the state's 4 percent general sales tax generated 
$1,266.6 billion. All of the proceeds from this tax are 
deposited in the general revenue fund as specified by 
statute (VATS Tax Gen. art. 20.1 3). Thus, it would require 
only a statutory change to identify revenues generated by 
an increase in this tax for transportation uses. 

• Motor· Vehicles Sales Tax 

The tax on motor-vehicle sales is covered by a separate 
statute (VATS Tax Gen. art. 6); one-fourth of the proceeds 
from this tax are allocated to the Available School Fund 
and the remaining three-fourths to the Omnibus Tax 
Clearance Fund. While this constitutes a tax on automobile 
use, to divert .all revenues to transportation projects would 
deprive education and social service programs of a tradi
tional and important source of revenue. 

• Extend the State's General Sales Tax to Sale of Mo tor 
Fuels 

Under current statutes, the motor-fuels tax is considered 
as a sales or excise tax. Whether or not an additional sales 
tax could be levied on motor fuels needs to be determined. 
In any event, it is probable that proceeds from a general 
sales tax on motor fuels would be constitutionally allocated 
to the Highway Fund, and thus these revenues would not 
be available for transportation purposes other th itr; high
ways and roads. 

Increase in Motor-Fuels Tax 

Under article 8, section 7a of the Texas Constitution, all 
taxes on motor fuels must be spent on public roadways. 
Unless a constitutional amendment is adopted , increases in 
this tax cannot be used for any other purpose, including 
financing of other transportation modes. 

• Taxation ofAll Aviation Fuels 

Pursuant to current Texas law, only fuels used in 
piston-type aircraft are subject to the motor-fuels tax. Fuels 
used in jet and turbine aircraft are not taxed by the State ; 
yet they are taxed by the Federal Government and revenues 
from this tax go into the Federal Airport and Airway Trust 
Fund. In the last few years, there has been an increase in 
the amount of jet fuel consumed relative to the amount of 
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aviation fuels used in piston-type aircraft. By extending the 
motor-fuel tax to je t fuels used in general aviation and 
removing the refund provision , an additional $2.3 million 

can be raised for airport development. 1 2 

Increase Taxes on All Aviation Fuels 

By taxing all aviation fuels used in general aviation at a 
higher rate of seven cents per gallon, and eliminating the 
refund provision, additional revenues of almost three 
million dollars could be provided. 1 3 This may be a viable 
option if, as it has been suggested, additional revenues for 
highways are needed and the motor-fuel tax is increased by 
the Legislature to meet this need. 

· Aircraft Sales Tax 

Another possible source for revenues for aviation pro
grams would be an additional sales tax imposed on aircraft 
sold in the State. Because this tax would be levied in 
proportion to the value of the aircraft, it would be a 
relatively equitable tax . An additional sales tax would also 
be relatively inexpensive to administer since the mechanism 
already exists for its collection. 

• Motor-Vehicle Registration Fees 

Current motor-vehicle registration fees are based only on 
weight. These fees do not cover the cost of road wear and 
tear attributable to many vehicles, particularly heavy 
trucks. Recent studies have pointed to the need to revamp 
registration fee collections to include weight, distance 
travelled, and the number of axles. Emissions could also 
be included as a criterion for determining the fee. 

The Texas Constitution dedicates proceeds from this fee 
to the State Highway Fund. If the fee is changed to more 
accurately reflect road costs resulting from the use of 
vehicles, increased revenues would go to highway projects, 
not general transportation purposes. 

Certificate-of-Title Fees 

Application fees for certificates of title do not cover the 
costs of processing such applications. Currently, the High
way Department spends almost three million dollars more 
than it receives in processing the titles . A statutory change 
is all that is needed to raise fees to cover current 
administrative costs. 

• Increase the. Use of Toll Roads 

The State Constitution allows toll roads only if they are 
authorized by the Legislature (VATS article 12, section 3). 
An amendment to the Constitution prevents the use of 
public funds for the facilities. Thus, all costs associated 
with such facilities must come from toll receipts. 

Presently, there are only two toll roads in Texas, both in 
the Dallas-Ft. Worth area. If toll roads were constructed in 

other parts of the State, users of those roads would pay the 
costs associated with construction and use of such facilities. 
While toll roads would not be economically feasible in 
many areas of the State, they might be appropriate in 
highly urban areas in addition to Dallas-Fort Worth . 

New Taxes and Fees 

• Tax on Crude Throughput 

A one cent levy on refined petroleum products and jet 
fuel would generate $359 million annually according to an 
estimate made by the State Comptroller's office. Currently 
there exists several taxes on petroleum products : an 
occupation tax on oil produced in the State, and a tax on 
the sale of motor fuels and diesel fuel. However , there is no 
tax on refined products. Since 70 percent of the refined 
petroleum products produced in Texas are sold outside of 
the State, the burden of this tax will be borne, in the main, 
by non-Texas residents. 

This refinery tax has been long and vigorously delib
erated in Texas. An immediate constraint to its imposition 
appears to be allegations that the Federal Energy Admini
stration (FEA), which controls interstate prices on petro
leum products, would not allow Texas refiners to pass the 
costs of this State tax to out-of-state consumers, thereby 
forcing the Texas refiner to absorb the tax . This allegation 
needs to be confirmed, Also, a method of evading FEA 
strictures might be successful if the tax were not levied on 
the refined product, but on the crude oil immediately prior 
to refining. This assessment then could be included in the 
refiner's cost of raw material and encompassed in the total 
refining costs which FEA seems more sympathetic to allow 
refiners to pass to consumers. 

Clearly, further research is required to determine the 
feasibility of this tax. However, that research is warranted 
by the potential utility of the tax revenues : a small tax rate 
would generate large revenues, borne primarily by out-of
state transportation users, and preliminary analysis indi
cates that those funds would not be captive to the State's 
Highway Fund and therefore available for all State trans
portation financial needs. 

• Aircraft Registration Fees 

Texas, at present, does not require aircraft within the 
State to be registered. Aircraft registration is currently used 
in sixteen states as a source of revenue. In most states, the 
revenue from the registration fee is in lieu of State property 
taxes on aircraft. A flat $15 registration fee would yield 
$177,000 for the State. A $30 registration fee would yield 
$354,000. Perhaps the State should consider equity as an 
issue in aircraft registration and base fees on the value of 
the aircraft. The Federal Government does this by imposing 
a tax on civil aircraft equal to $25 plus, in the case of an 
aircraft (other than a turbine aircraft) having a maximum 
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ce rtified take-off weight of more than 2,500 pounds, 2 
cen ts a pound for each pound of the maximum certified 
take-off weight , or in the case of any turbine engine 
aircraft, 3.5 cents a pound for each pound of maximum 
certified take-off weight. 1 4 

· Pilot Registration Fee 

Eight states have pilot registration fees . The revenue 
derived from these fees is not substantial and is not 
normally considered a source of revenue for airport 
development funds. In Oregon, for example , the fees are 
used to fund search and rescue operations.1 5 

PREFERRED ALTERNATIVES FOR 
ADDITIONAL REVENUE 

Rationale 

The preferred alternatives for State financing of transpor
tation services, presented in this section, are based on two 
premises. 

First, the State should meet the mobility needs ·of its 
citizens through development of a multi-modal transporta
tion system. To achieve this objective, transportation 
planning should be approached from an intermodal perspec
tive . This is not the case currently as both transportation 
planning and construction are financed by mode. 

A primary example of this type of financing is the State 
Highway Fund. Certain State revenues are earmarked for the 
fund. These revenues cannot be used for any purpose other 
than road construction and maintenance, even if another 
type of facility would provide the same level of mobility at 
a lower cost or with fewer undesired social consequences. 
The result of such a financing arrangement is that selection 
of projects is based on the availability of funds rather than 
on the merits of the project for improving mobility. Thus, 
it is futile to propose intermodal planning without inter
modal financing. 

Second, this research indicates that, in the foreseeable 
future, transportation services can be financed from charges 
derived - from the use of transportation services. Such 
charges should reflect the total cost of providing the 
service, including identifiable social costs associated with 
use of a particular mode . Thus, if recommended user 
charges are levied, there will be no need in future years to 
subsidize transportation projects from general revenues, as 
is currently the case. 

However, this is not to say that, at the present time , 
each mode can pay its own way . Existing funding mech
anisms have disproportionately subsidized private auto use , 
causing a distortion in society's modal preferences which 
will continue until viable alternatives to the automobile 
exist. When these alternatives are available, modal choice 

may result in decrease d re liance on the automobile and 
increased utilization of public tran sportation modes. ln the 
meantime, revenues generated by all transpor tation modes 
could be used to finance equitably an improved, intermodal 
transportation network. 

Thus, the Legislature should allocate revenues derived 
from recommended financial mechanisms for development 
of a multi-modal transportation system. This should not be 
done by creating ye t another dedicated fund, for ear
marking revenues has made it impossible for the Legislature 
to respond to changing needs for State i;:• nsportation 
programs. Instead, a statutory transportation account, 
where revenues generated by transpor tation user fees can be 
deposited, might be an appropriate mechanism for funding 
transportation projects . This account should not be con
sidered an "earmarking," for the Legislature should have 
the authority to spend these funds in a manner responsive 
to State needs. 

These preferred alternatives are also predicated on the 
assumption that the State does, in fact, need additional 
funds to meet changing mobility needs of its citizens. 
However, assessing current or fu ture needs for actual 
transportation services is beyond the scope of this project. 
A needs assessment is essential if the Legislature is to 
allocate rationally transportation funds to proposed pro
jects. We strongly urge the Legislature to commission a 
comprehensive study of the State's current and long-term 
mobility needs . This study should be conducted on a 
continuing basis, as part of an intermodal transportation 
planning process. 

The alternatives which are recommended were selected 
according to the principles cited earlier. Those listed in the 
First Priority group also meet, at least, one of the following 
requirements: (1) the prior existence of a revenue collec
tion apparatus, (2) minimization of additional administra
tive costs, and (3) absence of overwhelming legal con
straints preventing the Legislature from enactir.g these 
measures. Within each priority grouping, the recommenda
tions are not listed in preferential order. Total revenues 
generated by these recommendations depend on the num
ber of recommendations legislated and the specific level of 
the tax rate . 

First Priority: Recommended Financing Mechanisms 

·Increase Certificate-of-Title Fee 

The mechanism by which these fees are collected 
is already in operation, but fees should be increased 
above their current level of 75 cents to meet actual 
costs of processing each title. In addition, these fees 
should be graduated according to the weight or size 
of the vehicle in order to reflect the true cost of 
·automobile use on Texas roads, as well as to 
encourage energy efficiency. 
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· l:'liminatc th !! Motor-Fuel Tax Refund for Private 
Aircraft 

Through this loophole in Texas motor-fuel tax 
law , many pilots and aircraft owners avoid paying 
their fair share of user fees needed to support general 
aviation airports in Texas. 

· Taxation of All Aviation Fuels 

Because jet fuels are not considered motor fuels 
under current Texas law, jet fuels are not taxed. 
People who fly private jets escape paying their fair 
share of necessary user fees . With a tax on all aviation 
fuels, this could not occur. 

Aircraft Registration Fees 

An aircraft registration fee is a viable method of 
charging user fees for the use of general aviation 
airports. This is used as a means of raising transporta
tion revenues in sixteen other states. 

Second Priority: Recommended Financing Mechanisms 

· Increase Motor-Fuels Tax 

Any increase in this tax will go directly to the 
State Highway Fund. However, before such action is 
taken, the proposed need-assessment should be com
pleted to determine if a Jong-term deficit in road 
funding will result within the intermodal system. 

Restructure Motor-Vehicle Registration Fees 

Restructuring motor-vehicle registration fees in 
Texas is not a high priority means of raising addi

tional revenues for transportation purposes because 
the State Constitution dedicates the proceeds from 
this fee exclusively to the State Highway Fund . 

'Pilot Registration Fees 

Registering pilots could produce a non-earmarked 
source of transportation funds. However, the amount 
of funds produced from this source is not significant , 
and would require an additional administrative mech
anism. 

·Increased Use of Toll Roads 

Toll roads are listed as a second priority alternative 
for three reasons. First, their use is practical only in 
high-traffic urban areas in the State. Second, reve
nues from toll roads can only be used to pay toll
road bonds. Third , because of their independence, 
toll-road authorities tend to be less responsive to 
local needs and are not responsible to locally-elected 
officials. 

Crude Oil Throughput Tax 

This tax is attractive because of the large sums of 
money it might generate . It is also important to 
realize that an excessive tax burden would not fall on 
Texans under this tax, for 70 percent of the 
petroleum products produced in Texas are sold 
outside the State. Because of uncertainties with FEA 
regulation, this tax must be classified as second 
priority. However, if further research indicates poten
tial feasibility, this form of taxation for transporta
tion financing should be accorded highest priority . 
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APPENDIX I 

TEXAS STATE DEPARTMENT OF HIGHWAYS AND PUBLIC TRANSPORTATI ON 
RECEIPTS AND EXPENDITURES 

FOR THE FISCAL YEAR ENDED AUGUST 31, 1975 

Balance All Departmental Funds, August 31, 1974 

Receipts 

Vehicle Registration Fees 
Motor Fuel Tax 
Sal es Tax on Lubricants 
Depositor y Interest on Highway Fund 
Certif icate of Tit l e Fees 
Miscellaneous Revenue 
Outdoor Advertising License Fees 
Genera l Revenue Fund Appropriation for Beautification 
Genera l Revenue Fund Appropriation for RR. Grade Protection 
General Revenue Fund Appropriation for Public Transportation 
Reimbursements on Cons truction : 

Federal Funds from F. H.W.A. 32. 91% $ 264 690 115 95 
Farm to Market Road Fund l.87 15 000 000 00 
Count y Funds .11 916 913 05 
Other Funds l.44 11 607 433 70 

Total Reimbursements 

Total Receipt s 

Tota l Balance Forward Plus Receipt s 

Expenditures 

Construction and Right of Way: 
Preliminary Engineering 2. 75% $ 24 922 621 41 
Construction 63.33 57 3 159 079 34 
Right of Way and Re location 2.48 22 423 702 55 
Uti l ity Re l ocat ion .44 4 016 719 78 
Outdoor Adv. and Junkyard Control . 23 2 036 654 . 96 
Transporta tion Planning _J!.2 8 072 959 72 

Total Cons t ruction & R.O. W. 
District-Urban Admin. and Oper. Expense 
Maintenance 
Investment in Sites & Bl dgs. 
Departmen tal Administration 
Headquarters Technical and Special Support 
Equipment Purchases 
Travel & Information Service 
Ferries & Tunne 1 
Motor Vehicle Registration 
Certificate of Title 
Departmen t of Public Safe t y : 

Legis lative Appropriations 4 . 63% $ 41 896 279 88 
FICA & Retirement Matching 3 920 555 89~ 

Total Expenditur es 

24.64% 
35.58 

.6 1 
1. 31 

.22 

. 52 

.01 

.62 

.03 

.13 

36.33 

100 .00% 

70.12% 
3 . 00 

15.62 
.16 
.95 

1.22 
l.40 

.20 

.28 
1.47 

.52 

-1:...Q§ 

100 .00% 

$ 198 137 770 72 
286 193 235 52 

4 929 456 00 
10 495 605 67 

1 783 336 92 
4 219 273 761! 

12 124 40 
5 000 000 00 

244 092 45 
028 087 74 

292 214 462 70* 

$ 634 631 737 76 
27 135 55 3 39 

141 368 553 55 
1 438 468 81 
8 562 77 5 33 

11 071 049 37** 
12 647 993 86 

1 815 242 45 
2 519 157 98 

13 315 481 90 
4 685 817 03 

45 816 835 77 

905 008 667 20 

246 92'.i 005 57 

804 257 445 88 

$ 1 051 182 451 45 ... 

# See statement of Miscellaneous Revenue on page 11
* See statement of Reimbursemen ts on page 10 

** See statement of Headquarte rs Technical and Special Support Se r vices on page 12 
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r: a st1 Kcconciliation: 
Add : Voucher s Paya bl e, August 1974 , 

Paid September 1974 
Deduct : 1'N1chers Paya bl e , Augus t 1975, 

Paid Septembe r 1975 

Net Bal ance St ores , De ferred Charge s, etc. 

To t a l Cash Disbur sement s 

Balance All Departmental Funds, August 31, 1975 

Fund Balances , August 31, 197 5 : 
Stat e Highway Fund 
Pub l i c Transportati. on Fund 
Hi ghway Beau tification Fund 
Gene ral Revenue Fund for Beautification 
General Revenue Fund for RR. Grade Protection 

Balance All Departmental Funds, August 31, 1975 

49 051 379 49 

(54 67 2 236 34) 

'"'* Total obligated on construction and right of way as of August 31, 1975 : 

(5 620 856 85) 

754 439 87 

$ 132 671 189 09 
1 026 469 54 
3 159 607 40 
6 824 952 96 

357 982 24 

$693 910 570 99 

$ 

.2. 

$ 

907 142 250 22 

144 040 201 23'h'* 

144 040 201 23*''"°' 

TEXAS STATE DEPARTI-IF.NT OF HIGHWAYS AND PUBLIC TRANS PORTATION 
DISTRIBUTION OF MOTOR FUEL TAX COLLECTI ONS 

FOR THE FISCAL YEAR ENDED AUGUST 31, 19l5 

Total Gross Gasoline Tax Collections 
Total Special Fuels Tax Collections 

Total Collections 

Refund Warrants Voided 

Unexpended Balance from Comptroller's 
Operating Fund (for enforcement) 

Total Distributed 

87. 127. 
11.8!1 

99.007. 

s 355 242 1.55 as 
48 424 982 ~o 

403 667 438 65 

6 7 57 83 

4 090 002 32 

$ 407 764 198 80 

Distributed To: 

Ccnp _roller's Oper.ating Fund (for enforcement) 
Total Refund Claims 
Unclaimed Aircraft Refunds 

(~llocated 25% to Available School Fund 
and 75% to Aircraft Fuel Tax Fund) 

Unclaimed Motorboat Refunds 
(Allocate d 25% to Available School Fund 
and 75% to Special Boat Fund) 

Ava ilable School Fund 
County and Road District Highway Fund 
State Highway Fund 
Bal.;nce Motor Fuel Tax Fund 8-31-75 
Balan ce Mctor Fuel Tax Fund 8-31-74 

Total Distrib11ted 

$ 27 085 307 29 
26 810 091 84 

. 971. 
2.08 

.17 

.65 
24.09 
l. 79 

70 . 19 

~ 

J.20.00% 

$ 3 948 326 93 
8 472 724 72 

69l 104 10 

2 636 881 99 
98 246 710 09 

7 300 000 00 
286 193 235 52 

275 215 45 

$ 407 764 198 RO 
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APPENDIX II 

TEXAS STATE DEPAR'IMENT OF HIGHWAYS AND PUBLIC TRANSPORTATION 
MOTOR FUEL TAX RECEIPTS TO STATE HIGHWAY FUND 

FOR THE FISCAL YEARS 1933 THRU 1975 

Motor Fuel (Gasoline) Tax Special Fuels Tax Totals 

Fiscal 
Year 

1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 

$ 

One-half 

14 616 310 74 
15 045 144 37 
16 381 845 48 
17 831 440 82 
19 907 356 59 
21 089 121 00 
21 708 416 15 
22 775 446 81 
24 861 928 84 
25 068 961 56 
20 401 212 67 
19 685 683 59 
20 757 573 63 
27 678 383 78 
31 753 558 96 
35 160 090 30 
38 068 288 50 
42 764 125 23 
47 187 511 45 
51 530 354 41 
54 881 088 97 
SS 934 158 98 
S9 560 545 83 
76 873 828 35 
81 221 569 92 
84 385 522 56 
88 753 OS6 14 
87 389 853 32 
88 685 190 83 
91 413 618 76 
95 139 892 12 
99 98S 392 63 

104 997. 81S 50 
110 326 S21 58 
115 530 669 53 
120 516 983 36 
131 037 536 so 
138 96S 77 5 80 
147 130 157 58 
157 500 713 31 
168 043 353 23 
168 S89 608 06 
173 360 478 81 

% 
Increase 

2.93% 
8.88 
8.85 

11.64 
5.94 
2.94 
4.92 
9.16 

.83 
(18.62) 
(3.Sl) 
S.44 

33.34 
14.72 
10. 73 
8.27 

12.34 
10.34 
9.20 
6.50 
1.92 
6.48 

29.07 
S.66 
3.90 
5.18 

(1.S4) 
1.48 
3.08 
4.08 
5.09 
5.01 
5.08 
4.72 
4.32 
8.73 
6.05 
S.88 
7.0S 
6.69 

.33 
2.83 

One-fourth 
(Remainder) 

$ 18 465 177 18 
20 140 544 47 
18 1S4 016 70 
18 851 724 12 
28 028 S56 83 
29 977 634 13 
32 907 510 82 
35 529 141 65 
35 405 074 10 
36 381 436 8S 
37 801 800 83 
39 656 974 2S 
42 174 5Sl 3S 
44 770 S65 2S 
47 476 361 84 
so lSS 027 87 
S2 637 lSO 97 
58 094 S77 06 
62 091 ·977 S9 
66 26S 078 43 
71 4SO 3S6 61 
76 721 676 62 
76 994 804 00 
79 380 239 40 

% 
Increase 

9.07% 
(9. 86) 
3.84 

48.68 
6.9S 
9. 77 
7.97 
(.3S) 
2.76 
3.90 
4.91 
6.3S 
6.16 
6.04 
S.64 
4.9S 

10 .37 
6.88 
6. 72 
7.83 
7.38 

• 36 
3.10 

$ 

Net Receipts 

7 lSl 89S 12 
8 788 174 31 
9 386 494 53 
9 891 189 83 

11 236 160 23 
12 1S4 S62 97 
13 749 120 24 
15 605 OSl 92 
17 3SO S39 19 
19 286 000 9S 
20 S24 674 84 
23 3S5 441 70 
26 2S3 879 80 
30 424 739 36 
34 293 S62 79 
33 4S2 517 31 

% 
Increase 

22.88% 
6.81 
S.38 

13.60 
8.17 

13.12 
13.SO 
11.19 
11.15 
6.42 

13.79 
12.41 
lS.89 
12.72 
(2.4S) 

$ 

Net Receipts 

14 616 310 74 
15 04S 144 37 
16 381 84S 48 
17 831 440 82 
19 907 3S6 S9 
21 089 121 00 
21 708 416 lS 
22 775 446 81 
24 861 928 84 
2S 068 961 S6 
20 401 212 67 
19 685 683 S9 
20 7S7 S73 63 
27 678 383 78 
31 7S3 SS8 96 
35 160 090 30 
38 068 288 so 
42 764 12S 23 
47 187 Sll 4S 
69 99S 531 59 
75 021 633 44 
74 088 17S 68 
78 412 269 9S 

104 902 38S 18 
111 199 204 05 
117 293 033 38 
124 282 197 79 
129 946 822 S4 
133 8S4 801 99 
138 601 914 12 
144 688 OS6 20 
153 396 104 21 
161 922 943 72 
171 S52 003 66 
181 290 749 32 
190 S04 673 S2 
208 418 114 Sl 
221 S82 428 23 
236 7so 677 71 
255 204 949 72 
27S 189 769 21 
279 877 974 85 
286 193 235 52 

% 
Increase 

2.93% 
8.88 
8.85 

11.64 
5.94 
2.94 
4.92 
9.16 

.83 
(18.62) 
(3.Sl) 
5 . 44 

33.34 
14.72 
10.73 

8.27 
12.34 
10.34 
48.33 

7.18 
(1.24) 
5.84 

33.78 
6.00 
5.48 
5. 96 
4.S6 
3.01 
3.S5 
4 . 39 
6.02 
5.S6 
S.95 
S.68 
5.08 
9.40 
6.32 
6.85 
7.79 
7.83 
1. 70 
2.26 

As of September 1, 1932, the motor fuel (gasoline) tax was 4c per gallon. It is the duty of the Comptroller of Public 
Accounts to collect, supervise, and enforce the collection of such taxes. The Comptroller, after making deductions for 
refund purposes, allocated and deposited the remainder of such taxes as follows: One-fourth (1/4) to the Available Free 
School Fund, one-fourth (1/4) to the County and Road District Bond Indebtedness Fund, and one-half (1/2) to the State 
Highway Fund. 

Beginning September 1, 1951, the Comptroller, after making deductions for refund and enforcement purposes, allocated and 
deposited the remainder of such taxes as follows: One-fourth (1/4) to the Available Free School Fund, one half (1/2) to 
the State Highway Fund for the construction and maintenance of the State Road System, and from the remaining one-fourth 
(1/4) of such tax the Comptroller allocated $7,300,000 to the County and Road District Highway Fund and the remainder of 
such one-fourth (1/4) of such tax to the State Highway Fund for the construction and improvement of Farm to Market Roads. 

45 



Texas Transportation 

An amendment to the moto r fue l (gasoline) t ax law effective September 1 , 19S S changed the tax rate to Sc per gal l on. 

Effective May 1, 1962, during any fiscal year in whic h t here is a valid, e ffec tive appropriation of $1S,OOO,OOO in the 
Farm to Ma r ket Road Fund to the Department f or the purpose of constructing Farm to Marke t Roa ds , the Depar tment may use 
up to one-half (1 /2) of the remainder of one-fourth (1/4) of the motor fuel (gasoline) tax for the maintenance of Farm 
to Market Roads. 

Since September 1 , 19S9, the special fuels tax rate has been 6 . Sc per gallon for diese l fuel and Sc per gallon for 
liquified gas. Tile Comptroller, after making deductions for refund and enforcement purposes, allocates and deposits 
the remainder of such taxes as follows: One-fourth (1/4) to the Available Free School Fund and three -fourths (3/4) to 
the State Highway Fund. 
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APPENDIX III 

TRAVIS COUNTY CASE HISTORY 

To show the relationship between municipal road 
construction and State and Federal funding, it was decided 
to examine financial arrangements for major arterials in 
Austin and Travis County. Austin was selected because it is 
believed that more legislators are familiar with Austin's 
major roadways than with those of other Texas com
munities, and thus would appreciate the source and level of 
funding for road projects in seven Federal-aid highway 
categories. Legal authority and constraints on county 
and/or municipal road financing also are outlined in the 
narrative which follows Table 1. 

Austin and Travis County are involved currently in many 
road projects with the Department of Highways and Public 
Transportation. The degree of financial involvement of each 
of the three agencies depends on the type of project 
undertaken. Austin's commitment ranges from the standard 
-:ity-state participation for the Urban Systems program 
described in the Federal section, to special city-state 

participation on the Mo-Pac Project , where the city 's 
commitment is more extensive and the county is also 
involved. 

The Department is participating in eight major construc
tion projects with Austin and/or Travis County. Some of 
these projects have been in progress since 1969 , while 
others are in the initial stages of planning and right-of-way 
purchase. Total commitments for these eight projects are: 
Austin, $24,904,000; Travis County , $7 ,096,000; and State 
of Texas (with Federal matching funds), $168,502,000. A 
major portion of Austin's expenditures were financed 
through captial improvement bonds, while Travis County 
derived its funds from its General Revenue fund. 

Table 1 shows actual commitments by the various levels 
of government for eight projects in seven major road 
programs. Specific maintenance and construction arrange
ments are described in the narrative which follows the 
table. 
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APPENDIX III , TABLE 1 

SELECTED CURRENT CONSTRUCTION PROJECTS IN AUSTIN/TRAVIS COUNTY 

(in thousands of dollars) 

Program Project City County State Federal Total 

Interstate Upper Deck, 12th St. to Airport Blvd. 0 0 2,064.6 18 ,58 1.4 20,646 

Primary MoPac Blvd. , US 290 to Bee Caves Road; 0 3,320 4,102 9,572 16,995 
Bee Caves Road to Northland 10,694 0 11,209 11 ,209 33,112 

West Loop, Lamar (US 290) to Bee Caves Road 49 388 753 1,757 2,947 

Secondary Widening of RM 620 from RM 2222 to US 183 * 0 0 180 420 600 

Urban Systems W. 38th St., 35th to Guadalupe St. 273 0 161 375 809 

Off-System County Farm Road program , bridge and approaches 
on Pearce Lane at Dry Creek 0 61 0 143 204 

Highway Safety 
(23 USC 402) 

Lamar Blvd., Carpenter Lane to North Bend Drive 25 0 135 315 475 

TOPICS Lamar Blvd., Powell Lane to Peyton Gin Road 56 0 44 103 203 

*Proposed project 
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AUSTIN-TRAVIS COUNTY- STATE 

OF TEXAS HIGHWAY PROJECTS 

General Maintenance Agreements 

Within the city limits , Austin is solely responsible for 
maintenance of all city streets and sidewalks. In FY 1973, 
the city spent $1,918,832 on this activity ; in 1974 
expenditures were $2,337,729; and in 1975 expenditures 
were $3,306,000. 

The City does receive financial aid from the State for 
maintenance of all controlled-access highways and certain 
non-controlled access highways. In 1967 , Austin and the 
State Highway Department signed a municipal maintenance 
agreement setting maintenance responsibilities for both 
types of highways. 

For controlled-access highways (I.H. 35 and MoPac), the 
State is responsible for maintaining the base and the surface 
mowing, cleaning litter , sweeping, striping, signs, sidewalks, 
drainage, and snow and ice removal on through lanes and 
ramps. The City is only responsible for snow and ice 
removal on frontage roads and sidewalks. As it rarely snows 
in Austin, this expense is negligible. 

For non-controlled access highways, the State is respon
sible for maintenance of base and surface, striping, signs, 
sweeping, mowing, cleaning litter, drainage, and snow and 
ice removal for some portions of U.S. 183, S.H. 71, U.S. 
290, S.H. 165, Loop 111, Loop 275, and Loop 343, F.M. 
969, F.M. 1325, F.M. 2222, and F.M. 2244 within the 
city limits. Portions of these roads not maintained by the 
State are the City's responsibility. 

SYSTEM DESCRIPTION 

I.H. 35 (Interstate) 

The City has no direct financial repsonsibility for 
construction or improvements to I.H. 35 . Costs are split 
between the Federal and State governments on a 90/10 
percentage basis. For all practical purposes, maintenance is 
taken care of by the Department. Recently, the "upper 
deck" portion of the highway was completed at State and 
Federal expense. 

MoPac Boulevard (Primary) 

The City pays for all rights-of-way within the City limits 
and for drainage, utility relocation, traffic flow, and 
parking regulations. Outside the city limits, Travis County 
pays half (the State pays the other halt) of all rights-of-way 
and of the costs of relocating utilities. The State pays 30 
percent and the FHWA 70 percent of the cost of 

construction, except for some earlie r portions still on a 
50/50 basis, traffic sign and signal installation, and highway 
lighting. The state provides all maintenance for the fa cili ty . 
Federal funds for MoPac are derived from the Federal-Aid 
Highway Primary apportionment. 

Loop 360 (Primary) 

Construction of Loop 360 provides another example of 
primary system funding. In the project , the City and the 
county are only responsible for half the right-of-way, with 
the State paying for the remainder. 

R.M. 620 (Secondary) 

At the request of Travis County, the State will be 
widening R .M. 620, from F.M. 2222 to U.S. 183 to a four 
Jane facility. But for this construction , the present right-of
way was sufficient and county funds were required. The 
State will pay 30 percent of the cost while the remaining 70 
percent will be paid from FHWA Secondary Funds 

West 38th Street (Urban Systems) 

The widening of 38th street from 35th street to 
Guadalupe was initated by the City. After its approval by 
the State, the City furnished the right-of-way ; constructed 
new curbs and gutters; relocates utilities, maintains the 
facility; and provides for traffic control devices. Construc
tion costs are shared with FHW A on a 30 percent State-70 
percent Federal basis. 

Pearce Lane (Off-System) 

Under the Federal Highway Administration 's Off-System 
program, Travis County is constructing a bridge and 
approaches on Pearce Lane at Dry Creek. The County 
provides the right-of-way and pays for 30 percent of the 
construction costs. The remaining 70 percent is paid by 
FHWA. 

Lamar Boulevard (Highway Safety and TOPICS) 

Several roadway improvements along Lamar Boulevard 
are being undertaken by the City through different pro
grams. The section from Carpenter Street to North Bend 
Drive is being funded through the FHWA Highway Safety 
Program (23 U.S.C. 402). The City and the State each pay 
for half of the right-of-way. Curb and gutter, storm sewer, 
sidewalk, and utility relocation are city responsibilities. The 
State constructs the facility on a 30-70 percent arrange
ment with the FHWA. Other sections of Lamar (Powell 
Lane-Peyton Gin Road) are funded through the FHWA 
TOPICS program on the same basis. 
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APPENDIX IV 

APPORTIONMENTS OF FEDERAL HIGHWAY FUNDS IN TEXAS 

TYPE AMOUNT LESS 1 Y2 PERCENT AMOUNT FOR CONSTRUCTION 
(Fiscal Year) (Dollars) HIGHWAY PLANNING & RESEARCH (Dollars) 

(Dollars) 

(Highway Trust Fund) 

Interstate 

FY 1977 137 ,353,935 2,060,309 135,293 ,626 
FY 1976 151 ,337,71 1 1,989,174 149,348,53 7 
FY 1975 137,296,504 2,009,681 135,286,823 
FY 1974 114,930,062 1,723,950 113,206,112 
FY 1973 156,329,600 2,344 ,944 153 ,984,656 
FY 1972 156,329,600 2,344,944 153 ,984,656 

Rural Primary 

FY 1976 44,114,284 661,713 43,452,571 
FY 1975 39,117,528 586,762 38,530,766 
FY 1974 37,612,131 564,181 37,047,950 
FY 1973 4,540, 115 68,101 4,472,014 
FY 1972 4,555,598 68 ,333 4,487,26 5 

Rural Secondary 

FY 1976 24,814,285 372,214 24,442,071 
FY 1975 22,352,873 335,293 22,017,580 
FY 1974 21 ,571,663 323,574 21,248,089 
FY 1973 2,815;541 42,233 2,773,308 
FY 1972 2,825,936 42,389 2,783,547 

Urban Systems 

FY 1976 43,855,977 657,839 43,198,138 
FY 1975 43,740,106 656,101 43 ,084,005 
FY 1974 42,759 ,578 641,393 42,118,185 
FY 19 73 5,671 ,347 85,070 5,586,277 
FY 1972 5,671,347 85,070 5,586,277 

Urban Extensions 

FY 1976 17,069,948 256,049 16 ,8 13,899 
FY 1975 17,245,927 258 ,688 16,987,239 
FY 1974 16,500,950 247,514 16 ,253 ,436 
FY 1973 15,888,208 238,323 15 ,649,885 
FY 19'72 15,888,208 238,323 15,649,885 

Priority Primary 

FY 1976 17,649,629 264,744 17,384,885 
FY 1975 11 ,904,986 178,574 11 ,726 ,394 
FY 1974 5,891,744 88,376 5,803 ,368 
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Primary 

FY l 976 0 0 0 
FY l 975 0 0 0 
FY 1974 0 0 0 
FY 1973 
FY 19 72 

29,815,01 7 
29 ,916 ,258 

447 ,225 
448 ,743 

29 ,367,792 
29 ,467,515 

Secondary 

FY 19 76 0 0 0 
FY 1975 0 0 0 
FY 1974 0 0 8 
FY 1973 
FY 19 72 

18,48 7,248 
18,555,498 

277,308 
278,332 

18 ,209 ,93 7 
18 ,277,166 

Metro Planning 

FY 1976 
FY 1975 

1,487,675 
1,446,568 

0 
0 

1,487,675 
1,446 ,568 

Rail/Hwy Crossings 

FY 1976 
FY 1975 
FY 1974 

3,676,782 
4,233 ,089 
1,396,632 

0 
0 
0 

3,676,782 
4,233,089 
1,396,632 

High Hazard Locations 

FY 1976 4,141,556 0 4 ,141,556 
FY 1975 4,188,586 0 4,188,586 
FY 1974 2,763 ,885 0 2,763 ,885 

Elimination of 
Roadside Obstacles 

FY 1976 4,141,556 0 4 ,141,556 
FY 1975 4,188 ,586 0 4 ,188,586 
FY 1974 1,381,943 0 1,381,943 

Safer Roads Demonstration 

FY 1976 5,356,279 0 5,356,279 
FY 1975 5,608 ,958 0 5,608,958 
FY 1974 2,804,479 0 2,804,479 

Pavement Marking 

FY 1976 5,081,013 0 5,081 ,013 
FY 1975 5,170,359 0 5,170,359 
FY 1974 1,705,876 0 1,705 ,876 

Off System Roads 

FY 1976 11 ,891,003 0 11,891,003 

Special Bridge Replacement 

FY 1975 9,192,721 0 9, 192,721 
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(Non-Highway Trust Funds) 

TYPE AMOUNT 

Economic Growth Development 

FY 1976 5,747 ,572 
FY 1975 2,116,000 
FY 19 74 2,387 ,000 
FY 19 73 3,027,000 
FY 1972 3,037 ,000 

Outdoor Advertising Control Program 

FY 1976 4 ,500,000 
FY 1975 3,870,651 
FY 1974 3,000,000 
FY 1973 2,050,000 
FY 1972 15 ,000 

Forest Highways 

FY 1976 94,019 
FY 1975 95,822 
FY 1974 100,143 
FY 1973 99,717 
FY 1972 94,019 

Traffic Operation Program to Increase 
Capability and Safety (TOPICS) 

FY 1974 (absorbed by Urban System Apportionment) 
FY 1973 5,690,868 
FY 1972 5,446,321 

Grand Totals 

FY 1976 344,959 ,289 4,201,733 340,757,556 
FY 1975 306,744,348 4,025,099 302,719,249 
FY 1974 256,089,400 3,588,988 252,500,412 
FY 1973 244,501,320 3 ,589,866 240,911,454 
FY 1972 242,665,944 3,592,796 239 ,093 ,198 

Sources for Appendix 1V 

FY 1977 Interstate Apportionment, Federal Highway Administration (FHWA) Notice N451041, January 9, 1976. 

FY 1976 Apportionment 
' FHWA Notice N4510-29, January 29,1975. 

FY 1975 Apportionment of Federal-Aid Highway Funds. 
FHWA Notice N4510.15, February 4, 1974. 

FY 1974 Apportionment. 
FHWA Notice N4510-1 , November 2, 1973. 

FY 1973 Apportionment, FHWA Notice FS-31, October 21, 1971. 

FY 1972 Apportionment, FHWA Notice FS-31, February 8, 1971. 
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CHAPTER VI 

URBAN TRANSPORTATION IN TEXAS 

SUMMARY AND CONCLUSIONS 

Since Texas is rapidly becoming an urbanized state, it no 
longer can ignore passenger transportation problems in
herent in an urban society. In response to the growing need 
for better insight into urban transportation problems , this 
chapter focuses on automobile and public transportation 
use in Houston and Dallas. The study reveals problems 
common to both cities. First, there is inefficient use of the 
automobile. Second, there is inadequate public mass 
transportation. Two major factors contributing to these 
problems are public subsidy of the automobile and the 
inadequacy of local revenue sources for public transporta
tion. The following proposals are designed to provide both 
additional revenue sources for all modes of transportation 
and more equitable financial support for urban transporta
tion alternatives to the single-commuter automobile: 

• The Legislature should grant authority to the cities to 
assess a registration fee on motor vehicles. 

· The Legislature should authorize continued collection 
of toll fees after the debt is repayed on the State's two toll 
roads in the Dallas area, at least at a level commensurate to 
continuing costs of maintenance, policing, and adminis
tration. 

• The Legislature should authorize additional toll 
facilities to finance expansion of urban highway systems 
where systematic needs assessment and citizen support 
indicate expansion is meritorious. 

· The Legislature should authorize State financial 
operating assistance for urban public mass transportation 
from general fund revenues. 

This research effort focuses on the major urban trans
portation problems, analyzing some of their causes, and 
describing some of their effects on transportation in Dallas 
and Houston. Foremost of these problems is the inefficient 
use of the automobile. 

INEFFICIENT USAGE OF THE AUTOMOBILE 

The people of Texas depend upon the automobile as 
their primary mode of transportation. Automobile-use 
studies conducted in Dallas, Houston, and other urban areas 

of the State by the State Highway Department, and its 
successor, the State Department of Highways and Public 
Transportation , reveal that the number of occupants per 
automobile in Texas is far below the national average of 1.6 
occupants per vehicle. In Dallas and Houston areas, the 
occupancy levels average less than 1.3 and 1.4 occupants 
per vehicle, respectively. This is shown in Tables VI-I and 2. 

TABLE VI-1 

Location Average number of occupants per vehicle 

1973 1974 1975 

Dallas County 1.23 1.30 1.29 

Tarrant County 1.26 1.27 1.28 

Total Study Area 1.24 1.29 1.29 

(Source : "Metroplex Newsletter," December, 1975) 

TABLE Vl-2 

Locations in Houston Average number of occupants 
(Points of Traffic per passenger vehicle 

Generation) 

Residential Areas 1.56 

Commercial Areas 1.45 

Industrial Areas 1.25 

(Source: Texas Department of Highways and Public Transportation, 
Spring, 1974) 

Low occupancy figures for the north central Texas 
region reflect the average "home-to-work trip" occupancy 
level, since the survey was conducted during the morning 
peak-travel hours. 

Transportation officials in Dallas and Houston realize 
that the automobile is inefficiently utilized. There have 
been efforts to increase occupancy levels and thereby the 
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effi ciency of the aut omobile . The City of Houston re cently 
rece ived funding fo r implementation of a computerized 
carpool matchin g program. Special incentives such as 
preferential ramps , contra -flow lanes, reduced parking rates , 
and increased parking capacity will be developed for 
exclusive use by carpoolers . Since it is too early to predict 
this program 's success, no one is certain whether these are 
the incentives necessary and sufficient to achieve higher 
vehicle-occupancy levels. 

Carpooling efforts in north central Texas have not been 
successful ; the average vehicle occupancy continues to be 
low. The Texas Department of Highways and Public 
Transportation recently reported: 

One conclusion regarding the future success of 
carpooling efforts in the DFW area is that more 
attractive incentives will have to be offered to 
encourage the average citizen to participate and some 
negative measures are needed to discourage single 
driver trips, especially work trips. ("Metroplex News
letter ," 19 75) 

Extreme dependence on inefficient automobile use for 
passenger transportation causes such serious problems as 
congestion , pollution , and high fuel consumption. Auto
mobile exhaust has been determined to be the major source 
of pollution in urban areas. Until recently, most Texas 
cities have been relatively unaffected by the hydrocarbon 
pollutants found in other urban areas. However, in Texas, 
the U.S . Environmental Protection Agency has determined 
the presence of three pollutants in the ambient air derived 
primarily from automobile use. Due to the abundance of 
these pollutants in this State , it concludes that automobile 
use must be reduced. 

.. . In several urban areas a shift from our present 
reliance on automobiles occupied by one or two 
persons to a greater reliance on other forms of transit 
is essential to the achievement of the air quality 
standards . .. A clear implication of these air plans is 
that future augmentation of mass transit must focus 
not only on the center city streets , but also on 
urban/suburban routes. (Federal R egister , pp. 
306 28-30629) 

In addition to pollution and congestion , excessive fuel 
consumption is another problem related to inefficient use 
of the automobile. Although there is presently no apparent 
shortage of gasoline and prices have stabilized, there is no 
assurance that these conditions will continue . Transporta
tion now accounts for more than one-half of the fliel 
consumption in the U.S. and concern is growing over the 
increasing dependence on imported petroleum. (Automated 
Guideway Transit , 1975). Mr. H. J. Lartigue of the 
Exxon Company notes that passenger car gasoline avail
ability must be cut by 4045 percent if we are to meet the 
President's import goal of 5.8 billion barrels of crude oil per 

day by 1977 . He also states that by 1985, " even if all 
domestic supplies could be used for transportation , they 
would not be suffi cient to supply the fo re cast demand in 
just the consuming sector. " (Lartigue , 197 5). 

The dependence on the automobile also creates se rious 
health and safety problems. In 1972, accidents on U.S. 
highways resulted in 56 ,000 deaths , 2,100,000 injuries, and 
15,600,000 property damage accidents . (National Safe ty 
Council) . Deaths , injuries, and accidents also have a con
commitant effect on life , health, and auto insurance rates. 
Additionally , the criminal justice system and civil courts 
have become crowded with traffic-related cases, with the 
administrative costs borne , in large part , by the taxpaye r 
through general taxes . 

A final problem is related to the construction of 
highways to facilitate the rapidly growing automobile 
travel. Highway construction costs , both monetary and 
social, have increased rapidly in the past few years. This 
construction annually dislocates 55 ,000 persons from resi
dential neighborhoods and commercial establishments. 
(Kelley , 1971). 

INADEQUACY AND UNDERUTILIZATION OF 
PUBLIC TRANSPORTATION 

A second major urban transportation problem is the 
inadequacy and underutilization of public transportation 
systems. In the urban areas of the State , it is no longer a 
question of whether to have mass transit systems, but 
rather a question of what level and types of mass transit can 
the cities best utilize. In the Dallas region, only two out of 
every 100 jobs can be reached by public transportation 
from one's home within 30 minutes. (The 1976 Transporta· 
tion Program , 1975). If The Total Transportation Plan for 
the North Central Texas Region for 1990 is implemented, 
only 9 percent of the region's employment would be served 
by public transportation within 30 minutes from one's 
home. Overall , planned public transportation will only serve 
6 percent of the areawide service needs by 1990. (Total 
Transportation Plan , 1974). This describes the lack of 
service planned or provided by public transit in the north 
central Texas region. 

In analyzing the service potential of public transporta
tion , it must be remembered that low-income groups use 
this service extensively. The Texas Mass Transportation 
Commission found that 50-65 percent of urban mass transit 
ridership comes from those in the $2,000-$8,000 income 
brackets . (Cummings, 1975). The Texas Transportation 
Institute concluded that, in 1973 , 67 percent of the State 's 
transit ridership was within these income brackets. (Texas 
Mass Transportation Commission, 1974) . Mass transit is 
of particular importance to Mexican-Americans and the 
black population residing in the State 's seven largest cities. 
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The Texas Mass Transportation Commission estimated that 
these two groups rely upon urban mass transportation for 
at least 40-55 percent of their work, shopping, and recrea
tional trips. (Jeffrey , 1975). Many urban residents are "cap
tive riders," who have no means of transportation other than 
public transportation . In a study conducted in Houston in 
1971 , it was found that 85 percent of the total public 
transportation ridership was "captive" , while more than 
two-thirds of the total ridership had incomes below $6,000. 
(Transit Action Program, 1971). 

These data indicate which sections of the population 
most directly benefit from the present public transporta
tion service and would benefit most from an increase in this 
service. However, low-income persons will not be the only 
beneficiaries of increased service. To the extent that 
increasing the service and ridership of public transportation 
helps to reduce the amount of traffic congestion (as former 
automobile users begin to use public transportation), 
private automobile users and businesses will benefit directly 
by being able to transport themselves and their goods more 
quickly over public roads. Other benefits derived from 
increasing public transportation ridership and reducing the 
inefficient use of the automobile such as reduced pollution, 
fewer automobile accidents, and reduced fuel consumption 
will be realized not only by the new riders of public transit, 
but will benefit everyone in urban society. 

The combination of inefficient use of the automobile 
and the inadequacy of current mass transit systems con
tributes to underutilization of public transportation 
systems. These public systems are underutilized in two 
ways. First, they are underutilized by riders. Ridership has 
declined since 1971. In spite of large capital investments in 
the Dallas Transit System and Houston's Houtran, the 
number of revenue passengers per mile is now 2.45 and 
2.16 respectively. This is the result of four years of 
continuous decline as shown by Table VI-3. 

TABLE VI-3 

Number of revenue passengers per mile 

Year Dallas Transit System Houtran 

1975 . ... ........... 2.45 ....... . .......2.16 

1974: . . . .. .. . . ..... 2.55 .... . .. .. ...... 2.40 

1973 . . ..... . . . .. . .. 2.63 . ... . ..... .. ...2.50* 

1972 ............... 2.80 ...............2.70* 

*estimated: actual figures not available. 

(Source : The 1976 Transportation Program, 1975; Jim 
Thomas, Texas Department of Highways & Public Trans
portation, 1976) 

Urban Transpo rtation 

Second, the existing capital stock (buses) is underuti
lized. During peak hours, the Dallas and Houston mass tran
sit systems use 80 percent of their fleets in regular line-haul 
service. However, only 25 percent of the Dallas system and 
38 percent of the Houston system are used in regular 
line-haul service during non-peak traffic periods. (Johnson , 
1976 ; Public Transportation, 1975). Since neither system 
has operating funds necessary to increase the use of current 
capital equipment to actively promote ridership during the 
non-peak hours, hundreds of buses lie idle. To minimize 
operating losses, systems such as those in Hrmston and 
Dallas have not significantly increased service in the past 
year. This is true in spite of Houston's bus improvement 
program which includes plans to double transit service in 
the next five years and similar plans in the Dallas area for 
more crosstown, park and ride, and express bus services 
throughout the city. Delays in increasing service prohibit 
scheduling of needed routes from high unemployment areas 
to major employment centers. This has effectively denied 
adequate transportation for more than 70,000 families in 
Houston and the hundreds of thousands of others in the 
State who do not own a private automobile. (Johnson, 
1976; Census Tracts, Houston, 1970). 

MAJOR CAUSES OF URBAN 
TRANSPORTATION PROBLEMS 

This study finds that a major contributor to the 
problems discussed above is the manner in which our 
society finances urban transportation. Urb.an governments 
in Texas and other states subsidize automobile travel. Many 
governmental programs serving the needs of the automobile 
user are subsidized by general revenues. Thus, the cost of 
automobile travel is paid by citizens without direct relation
ship to automobile ownership or amount of usage. More
over, governmental subsidization of the automobile en
courages inefficient use . Subsidies distort transportation 
modal choice by maintaining the cost of automobile travel 
at an artificially low price, which prevents the user from 
realizing the true costs of an additional mile of auto travel. 
Thus the method of highway financing through these 
subsidies creates economic disparity between the auto
mobile and other modes. 

Another major factor contributing to urban transporta 
tion problems is the financial crisis of the cities . The 
financial condition of most urban mass transit companies , 
including the Dallas Transit System and Houston's Houtran , 
is not healthy and is projected to become worse despite 
efforts to increase revenues. 

Considering the fare structure of transit systems in both 
Dallas and Houston, additional revenue cannot be generated 
through raising the price of service. This would reduce 
ridership so that total revenue would be reduced. 
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Accordin g to the Texas Mass Tran sit Institute and Texas 
Mass Transportation Commission, by 1990 bus transit 
sys tems are expecte d to be operational in all 32 Texas 
urbanized areas which will have central -city populations of 
50,000 or more . By then, total accrued transit operating 
deficits for Texas systems are expected to total $266 
million. Operating deficits, current and anticipated, for 
Houston 's Houtran and Dallas Transit System are shown in 
Table Vl-4 . 

TABLE Vl-4 

Operating Deficits, Actual (1974, 75) and Projected 

Year Houtran Dallas Transit System 

1974 ........ .. $ 1,289,303 ........ . . $1 ,704,000 

1975 . . . . . . . . . . 5,045,300 .. ..... .... . . 4,228 ,000 

1976. ....... .. 7,516,000 ... ... .... 5,109,000 

1977 . . . . . . . . . . 9,790,000 . . . . . . . . . . 5,233,000 

1978. . . . . . . . . . 11 ,377 ,000 . . . . . . . . . . 5,946,000 

1979 ... . ...... 13,158,000 .......... 6,715,000 

(Source: Public Transportation, 1975, and Johnson, Dallas Transit 
System, 1976) 

Mass-transportation operating deficits are currently 
financed through local general fonds or revenue-sharing 
funds . (Texas Mass Transportation Commission, 1974). It is 
unlikely that local governments can continue to meet 
future operating and capital requirements of mass transit. 
Most Texas cities will not be able to increase their financial 
assistance to urban mass transportation, since in fla ti on, 
drastic increases in utility rates , heavy demand for other 
municipal services, · and inadequate funding for highways 
and streets are rapidly increasing the costs of urban 
government. (Jeffrey, 1975). 

For this reason, the study examines and suggests several 
methods of providing additional financial resources for 
urban transportation. 

ALTERNATIVE ACTIONS WITHIN 

THE LEGISLATURE'S DISCRETION 

This section addresses the urban problems of inefficient 
usage of the automobile and inadequate , underutilized 
public mass transportation. Major causes of these problems 
were identified as the present transportation financing 
mechanisms and subsidies, and the lack of local financial 
resources for public transportation. 

To improve urban transportation , it is suggested that 
current financing mechanisms include greater reliance on 
use r- re lated charges , plus the developmen t of additional 
sources of revenue for urban transportation alternatives. 

A range of potential revenue sources and modifications 
of financing mechanisms are suggested. These are listed as 
general alternatives. From the general alternatives, we have 
identified four preferred alternatives. 

GENERAL ALTERNATIVES 

City government subsidizes automobile usage, and the 
need to rationalize transportation financing has been 
established . The Legislature could grant authority to the 
cities to charge user fees , such as a registration fee on motor 
vehicles. The registration assessment should be proportional 
to the vehicle's weight and size of engine. 

• One of the alternatives that should be considered is 
continuing collection of tolls on turnpikes after the debt is 
repayed. The Legislature created the Texas Turnpike 
Authority and authorized it to issue revenue bonds for the 
construction of the turnpikes . (VATS , Art. 667v). The 
statute is interpreted as allowing the Authority only to 
collect tolls for the purpose of repaying debt accumulated 
in construction of the tollway , plus operation and mainte
nance of the facility during this period of debt service. 
When this debt is paid, the State must then assume all law 
enforcement and maintenance costs of previous tollways
creating further drain on the State 's financial resources and 
additionally subsidizing auto use . 

• Labor charges for motor vehicle service and repair are 
currently exempt from the sales tax . By taxing these 
services , a direct user charge is incurred, and an equitable 
source of revenue for transportation is provided. 

• A municipal occupation tax on motor-fuel retailers is 
another potential revenue source. The tax would be based 
on gross receipts from the sale of motor fuels. This 
occupation tax on motor-fuel retailers could be unconstitu
tional because it might be a discriminatory occupation tax 
or because it would be regarded as a subterfuge for a tax on 
motor fuel which would have to be allocated to the 
segregated highway fund. Even if the latter were the case , 
the Legislature might direct the State Department of 
Highways and Public Transportation to use these revenues 
to meet urban street and highway needs, thereby relieving 
other urban revenue sources that might be used for other 
critical transportation needs. 

• Gasoline is currently exempt from the State 's general 
sales tax ; therefore , cities do not have the power to tax 
gasoline sales. If the Legislature expanded the sales tax base 
to include gasoline, an additional amount of revenue would 
be available for financing urban transportation projects . 

· The taxing authority of municipalities and counties is 
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limited by article 8, sec tion 9 and article 2, section 5 of 
the Texas Constitution . Through constitutional amend
ment , the rate at which municipalities can tax could be 
in creased. Increasing the tax rate is another source for 
generating revenue fo r urban transportation purposes . 

• To alleviate the financial plight of urban, publicly 
owned and operated mass-transit systems, the State could 
provide financial operating assistance on the following 
bases: 

I. Need has been established. Transit systems in Dallas 
and Houston consistently incur annual opera ting deficits 
despite efforts to reverse this trend. 

2. Assistance to public mass-transit system benefits both 
users and non-users . 

3. Federal funds are available to assist in financing 
operating expenses. The Urban Mass Transportation Admin
istration has a grant program which would provide 
operating assistance for mass transportation systems with a 
maximum 50-50 match. The State could contribute a 
portion of the matching requirement to assist cities to 
obtain these Federal funds. 

PREFERRED ALTERNATIVES 

Of these alternatives , the preferences are derived from 
two major findings. First, inefficient use of the automobile 
is, in part , caused by government subsidization of highway 
travel. Requiring automobile users to bear a more equitable 
share of the total cost of their transportation would 
encourage more efficient automobile use. 

The second major finding is that public mass transporta
tion is presently inadequate and underutilized due primarily 
to financial constraints on the cities. To alk·1iate these 
problems, there is need for additional sources of revenue 
for urban transportation. 

The following three alternatives are therefore preferred : 
• The State Legislature should grant authority to the 

cities to assess a registration fee on motor vehicles. 
• The Legislature should authorize continued collection 

of toll fees after the debt is repayed on the State 's two toll 
roads in the Dallas area. 

• The Legislature should authorize State financial 
operating assistance for public mass transportation from 
general fund revenues. 
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CHAPTER VII 

ECONOMIC REGULATION OF 
COMMERCIAL TRANSPORTATION IN TEXAS 

INTRODUCTION AND OVERVIEW 

Commercial transportation in Texas facilitates the move
ment of people , materials, food, and manufactured goods 
between Texas and other states and between areas within 
the State. The availability of commercial transportation has 
an enormous impact on the economic development and 
growth of an area . Thus, wmmercial transportation has 
been called a business "affected with a public interest." 

In commercial transportation, as with any business 
enterprise, basic questions concerning the nature of the 
enterprise need to be answered: What services should be 
provided? To whom should the services be provided? At 
what price should the services be provided? Society has an 
interest in the way these questions are answered. 

The issue addressed in this and the remaining chapters is 
"How should Texas deal with commercial transportation in 
order to effectively promote the best interests of the State?" 

Historically, it has been held that regulation of the 
transportation industries was the best way to promote the 
interests of the State and nation. Our rail, motor, and air 
carrier industries have developed within a framework of 
federal and state regulation. Therefore, the next two parts 
of this chapter deal with the Constitutional basis for 
regulation of transportation and the ways in which the 
State and Federal legislatures have used their authority to 
regulate the transportation industries. 

The first sections of this chapter are primarily descrip
tive , explaining where we are in terms of regulation and 
how we got there. The present system is not perfect, 
however, and critics contend that the best interests of the 
state are still not adequately served. Explanations for the 
problems that exist reflect three perspectives on the 
creation and maintenance of an ideal commercial transpor
tation system. The final section of this chapter and the 
subsequent chapters present these perspectives. 

The first approach focuses on the problems that result 
from the mechanism chosen for making transportation 
decisions: a market mechanism versus a political mecha
nism. This is the regulation-deregulation issue. The concern 
is whether the present regulatory system is adequate to 
represent the interests of the public or whether society 
would be better served if commercial transportation was 

subject to greater market control. 
The second approach focuses on the problems of 

administering the current regulatory statutes. Using entry 
regulation in the Texas motor carrier industry as an 
example, this approach suggests that the public interest is 
inadequately served because current regulatory provisions 
are vaguely defined, regulatory prohibitions are inade
quately enforced, and regulatory procedures are ineffi
ciently administered. 

The third approach focuses on the problems that exist 
because separate regulatory controls exist for each mode of 
transportation. Using the South Texas region for a case 
study, this approach suggests that the public interest is 
inadequately served because transportation services and 
facilities are not coordinated within a given geographic area. 

STATE AND FEDERAL REGULATORY AUTHORITY 

The basic grant of Federal regulatory power and the 
basic limitation on . State regulatory power is found in the 
commerce clause of the United States Constitution. 

The commerce clause states that "Congress shall have 
power ... to regulate commerce with foreign nations, and 
among the several states, and with the Indian tribes."

1 
This 

power resulted from the desire for uniformity in certain 
commercial regulation,

2 
the promotion of a national 

economy by breaking down commercial barriers among the 
3 

states, and the regulation of matters in which the states 
1 

. 4 
were separate y mcompetent. 

Subsequent decisions of the United States Supreme 
Court have given the Federal Government broad regulatory 
power over many aspects of life in the United States. The 
commerce power is plenary and complete in itself "and is 
limited only by the limitations of the Federal Constitution, 

5
mainly the Fifth Amendment." Congress has regulatory 
authority over all interstate commerce and all intrastate 
activities which have a "substantial" effect on interstate 

6 
commerce or which must be regulated to make the 
regulation of interstate commerce effective. The courts 
have virtually abandoned review of the degree of effect of 
an intrastate activity on interstate commerce and generally 
trust the judgment of Congress that the effect is "substan
tial."

7 
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The power to regulate is the power to prescribe the rules 
by which commerce is to be governed .

8 
The functions of 

regulation include fostering , protecting, controlling, pro
moting the growth and insuring the safety of commerce.

9 

The power of regulation includes the power to prohibit 
certain forms of commerce. 1 0 

The Court decided early that "commerce" included 
1 1

transportation. Congressional regulatory authority ex
tends to both the objects beinp transported and the 
instrumentalities of transportation. 

2 

Interstate transportation has been defined as traffic: 
from one state to another; 
from or to a point within a state as part of an export 
or import movement; 
between points in the same state moving through 

1 3 
another state.

The most im'portant factor in determining the essential 
character of particular commerce is "the fixed and persist
ing transportation intent of the shipper at the time of the 
shipment." 

14 

State regulatory authority is limited by both the 
Constitution and congressional enactments. Congress can 
regulate all activities that "affect" interstate commerce . As 
a practical matter, this means it may regulate everything it 
chooses to regulate. Since Federal law is supreme where 
state and Federal law conflict,

15 
a state may not regulate 

those activities which Congress has chosen to regulate. 
In the absence of Congressional action, state regulatory 

authority is limited by the policies underlying the com
merce clause. A state may not substantially impede the 
flow of interstate commerce or regulate those aspects of 
commerce which require uniform national regulation.

16 

The Supreme Court has formulated the limit in this 
manner: 

Absent Congressional action, the familiar test is that 
of uniformity versus locality ; if a case falls within an 
area of commerce thought to demand a uniform 
national rule, state action is struck down. If the 
activity is one of predominately local interest, state 
action is sustained. More accurately, the question is 
whether the state interest is outweighed by a national 
interest in the unhampered operation of interstate 

I 7 commerce. 

W~le the basic concepts of this rule are understandable, 
it can be very difficult to apply prospectively. Specification 
of the division between state and national interests is 
subject to change over time. The issue is a policy judgment 
and usually determined by judicial decision, although 
Congress may prevent state regulation of a particular 
activity through legislative expression that the activity not 
be subject to state regulation. 

LEGISLATIVE EXERCISE 

OF REGULATORY AUTHORITY 

FEDERAL REGULATION 

Railroads 

Entry and Routes: Railroad regulation was originally 
based upon the idea that railroads were "natural mono
polies." High, fixed costs and economies of scale charac
teristic of the industry enable one firm to c;1erate more 
cheaply than several competing firms, thus competition was 
seen as economically wasteful. 

1 8 
The Transportation Act 

of 1920 was the first federal effort to limit entry into the 
railroad industry. Entry and routes in the railroad market 
are regulated by granting or withholding authorization for 
construction of new railroad track. To extend existing line 
or to build a new railroad line, a railroad must obtain a 
certificate of public convenience and necessity from the 
Interstate Commerce Commission (ICC) authorizing such 

1 9
construction.

Policies underlying the limitation of entry into railroad 
markets were: 

Building a railway system prepared to handle all of 
the interstate commerce in the country. 
Giving railways an opportunity to earn enough to 
maintain their property and equipment in a high state 
of efficiency. 
Preventing interstate carriers from weakening them
selves by constructing and operating superfluous 
lines. 

• Protecting interstate carriers from being debilitated 
by another carrier operating a line not required by 

bl
. . 20

the pu ic interest. 

Rate Regulation: All charges for any services rendered 
21

by a railroad must be "just" and "reasonable." "Just" 
implies that a rate is fair to the carrier. Any rate that is not 
"just" and "reasonable" is unlawful.

2 2 

The burden of proving that a proposed initial rate is 
unlawful is on the party protesting the rate . The burden of 
proving the lawfulness of a changed rate is on the 
proponent of the change. 

23 

Whenever the ICC believes that a certain rate would be 
unjust or unreasonable, it may prescribe a "just and 
reasonable" rate or set a zone of reasonableness by 

. prescribing a minimum and maximum rate.
24 

The determination of reasonableness of rates has been 
delegated to the ICC. The courts will not review the 
determination if there is substantial evidence to support the 

2 5
Commission's determination.
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Motor Carriers 

The policies support ing Federal motor carrier regulation 

differ from that of railroad regulation. Motor carriers are 
not natural monopo lies because they do not have high fixed 
costs or require large initial investments. Thus, the econo
mics of scale or motor carriers are not such as to make one 
firm more efficient than many firms. The two main policies 
behind Federal motor carrier regulation were the coordina
tion or all modes of transportation and stabilization of the 
motor carrier industry by controlling the supply of trans

. 26 
porta tlon. 

The ICC only regulates motor carriers which are engaged 
2 7 

in interstate or foreign commerce. The Motor Carrier Act 
or 1935 does not apply to motor carriers engaged in 
intrastate commerce. The regulation of intrastate commerce 
by motor carriers is specifically reserved for the states. 

2 8 

For purposes of regulation, motor carriers are divided 
in to two classes: common carriers and contract carriers. A 
common carrier is "any person which holds itself out to the 
general public to engage in the transportation by motor 
vehicle in interstate or foreiffin commerce of passengers or 
property for compensation." 

9 

A contract carrier is "any person which engages in 
transportation by motor vehicle of passengers or property 
in interstate or foreign commerce for compensation under 
continuing contracts with one person or a limited number 
of persons either, 

for the furnishing of transportation services through 
the assignment of motor vehicles for a continuing 
period of time to the exclusive use of each person 
served; or 
for the furnishing of transportation service designed 
to meet the distinct need of each individual cus

3 0 
to mer. 

Regulation of Entry and Routes 

(a) Common Carriers- No common carriers may engage 
in interstate transportation without a certificate of public

31 
convenience and necessity issued by the ICC. There is 
one exception: no certificate is required for operation in 
interstate commerce if the common carrier is operating 
so lely within a single state and is not controlled by a carrier 
engaged in operations outside the state, if such carrier has 
obtained a certificate of public convenience and necessity

32 
from the authorized commission in that state. 

The certificate of public convenience and necessity 
states: the authorized service to be rendered; the routes 
over which the carrier is authorized to operate; the fixed 
termini between which the carrier is authorized to operate; 
and the territory over which the carrier is authorized to 

33 
operate if the operations are not over a fixed route. 

The commission considers three basic factors in deciding 

whether a new carrier is required by the public conven ience 
and necessity: 

(I) Whether the new operation would serve a useful 
public purpose responsive to a public demand or need. 

(2) Whether the public purpose could be served as well 
by existing facilities. 

(3) Whether the public purpose would be served by the 
applicant without affecting existing carriers in a manner 

. . 34 
contrary to the publ1c interest. 

(b) Contract Carriers - No one may operate as a contract 
carrier without a permit from the ICC.

3 
A permit specifies 

the authorized business of the contract carrier , the au L110

rized scope of the business , and the terms respecting the 

persons for which the contract carrier may perform 
transportation service as may be necessary to assure that 

3 6
the business is that of a contract carrier. 

There are two basic criteria for granting a permit : 
The applicant must be fit, willing, and able to 
perform the service of a contract carrier by motor 

3 7
vehicle.
The proposed operation must be consistent with the 
public interest and national transportation policy

3 8
declared in the act. 

In determining the consistency of the proposal with the 
public interest, the ICC considers the number of shippers to 
be served by the applicant, the nature of the service 
proposed, the effect of granting the permit on the services 
of protesting carriers , and the effect of denying the permit

39 
on the applicant and its shippers. 

Regulation ofRates 

(a) Common Carriers- The rates and fares of common 
carriers must be "just" and "reasonable."

40 
All common 

carriers must file a tariff with the ICC showing the rates and 
fares the4 charge for the transportation of persons and 

1 
property, and the carrier may not deviate from these 
published rates.

4 2 
If a carrier desires to change a rate, the 

burden is on the carrier to show that the proposed rate is 
just and reasonable.

4 3 

If the ICC determines that a rate or fare is not just or 
reasonable, it may prescribe a lawful rate or prescribe a zone 
of reasonableness by setting a minimum and maximum 

44 
rate. 

The ICC may not regulate the rates or fares of intrastate 
. f h 45earners or any purpose w atsoever. 

(b) Contract Carriers-The ICC only regulates the mini
mum rates charged by contract carriers. All rates charged 
must be above a reasonable minimum. A schedule of the 
actual rates charged by the carrier must be filed with the 
ICC. A carrier ma4 not charge a rate different from that 

6
filed with the ICC. 

If the ICC determines that a certain rate charged is 
below a reasonable minimum, it may prescribe a just and 
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reasonable minumum rate.
4 7 

The minimum rates of contract carriers are regulated in 
order to protect common carriers from cut-throat competi
tion. The maximum rates are not regulated because it is felt 
that contracting shippers are able to protect their own 
. . . 48
mterest agamst excessive rates. 

Air Carriers 

Federal policy concerning the economic regulation of air 
carriers differs in several ways from the policies supporting 
railroad and motor carrier regulation. Briefly stated, the 
policy is as follows: 

. . . (a) The encouragement and development of an 
air-transportation system properly adapted to the 
present and future needs of the foreign and domestic 
commerce of the United States, of the Postal Service, 
and of the national defense: 

(b) The regulation of air transportation in such 
manner as to foster sound economic conditions in 
such transportation, and to improve the relations 
between; and coordinate transportation by air car
riers; 

(c) The promotion of adequate, economical, and 
efficient service by air carriers at reasonable charges, 
without unjust discriminations, undue preferences or 
advantages, or unfair or destructive competitive prac
tices; 

(d) Competition to the extent necessary to assure the 
sound development of an air transportation system 
properly adapted to the needs of the foreign and 
domestic commerce of the United States, of the 
Postal Service, and of the national defense ;4 9 

There are two basic differences between these policies 
and the policies supporting railroad and motor carrier 
regulation. First, ICC policy is to coordinate the services of 
the different transportation modes it regulates. Regulation 
of commercial aviation only promotes the coordination of 
various air carriers, which are not under ICC jurisdiction. 
Second, the air carrier policy purports to consider competi
tion to be helpful in achieving the desirable development of 
air transportation, in contrast to railroad and motor carrier 
policy which protect those industries by limiting competi
tion. 

As with motor carriers, air carriers should not be 
considered to be "natural monopolies." Airlines do not 
require_ an initial capital investment comparable to public 
utilities and railroads. Also, an airline does not have the 
economy of scale that a major utility does. 

5 0 
Many airlines 

can also service the same geographic area, unlike public 
utilities and railroads. 

Entry and Route Regulation- All air carriers must obtain 
a certificate from the Civil Aeronautics Board (CAB) before 
engaging in air transportation.

51 
An air carrier is any 

United States citizen who undertakes to engage in air 
transportation.

5 2 
Air transportation consists of interstate, 

Commercial Transp ortation 

overseas, or foreign air transport and transportation of mail 
. f 5 3 by aircra t. 

Each certificate authorizing air transportation specifies 
the terminal and intermediate points between which the air 
carrier is authorized to engage in air transportation and the 
authorized service to be rendered.

54 

The CAB considers two questions when presented with 
an application for a certificate: 

Is the applicant fit, willing and able to perform the 
proposed transportation properly? 
Is the proposed transportation required i-iy the public 

. d . ?5 5convemence an necessity . 

Rate Regulation 

All rates charged by air carriers must be "just" and 
"reasonable."

5 6 
Every air carrier must file a tariff with the 

CAB showing actual rates charged.
5 7 

Air carrier charges 
may not differ from published rates. 

5 8 

STATE REGULATION 

Railroads: Entry and Route Regulation 

No corporation may build, operate , acquire, own or 
maintain any railways within the State of Texas unless it is 
chartered under the laws of Texas for that express 
purpose. 

5 9 
A railroad corporation must have at least 10 

stockholders,
6 0 

and must include in its articles of incorpor
ation the places between which it intends to construct the 
proposed railroad.

61 
A railroad corporation may be formed 

for the purpose of acquiring an existing railroad.
62 

The 
articles of incorporation must be submitted to the Attorney 
General, who must certify that they do not conflict with 

6 3
the laws of Texas or of the United States. After 
certification, the articles must be filed with the Secretary of 
State.

64 
The existence of a railroad corporation dates from 

the filing of the articles of incorporation in the office of the 
Secretary of State.6 5 

Railroads: Rate Regulations 

The Texas Constitution authorizes the legislature to pass 
laws to regulate railroad, freight, and passenger tariffs in 
order to prevent unjust discrimination, extortion , and 
abuses in railroad rates.

6 6 
It also authorizes the legislature 

to establish agencies to accomplish these ends.
6 7 

Pursuant 
to this authorization, the legislature established the Rail
road Commission of Texas. The Railroad Commission has 
the authority and the duty to: 

correct abuses and prevent unjust discrimination in 
rates, charges, and tolls of the railroads ;

6 8 

fix the division . of rates, charges, and regulations 
between the railroads, utilities and other common 

. 69 
earners; 
fix a reasonable rate for the transportation of each 
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class of freight for each railroad subject to State 
rcgu Iat 

.
ion:

70 

estab lish reasonable rates for the transportation of 
passengers over each railroad subject to State regula

. 7 f 
(Wll . 

Commercial Motor Vehicles 

The official policies supporting State regulation of 
commercial motor vehicles are to make the highways safer 
!"or the general public , reduce highway wear, eliminate rate 
discrimination , minimize traffic congestion, and adjust and 
corre la te the transportation agencies of the state to serve 
the best interest of the general public .

72 

The Railroad Commission is authorized to implement 
economic regulation of commercial motor vehicles in 
Texas . Regulated commercial transportation is divided into 
two major classes: 

I . Motor Bus Companies-corporations or persons 
engaged in the business of transporting persons for 
compensation over the public highways within the 
s_tat_e, excep.t carriers operating wholl~ within the 
hm1ts of an mcorporated town or city . 3 

2. Motor Carriers - corporations or persons engaged in 
the business of transporting property over any 
public highway in the State, except motor vehicles 
transporting property between points: 
a. Wholly within any one incorporated city, town 

or village. 
b. Wholly within an incorporated city and all areas 

wholly surrounded by such city, town or 
village. 

c. So situated that the transportation is performed 
wholly within an incorporated and immediately 
adjacent unincorporated area without operating 
within or through the corporate limits of more 
than a single incorporated city, except to the 
extent allowed in (b) above. 

d. Wholly within the limits of a base incorporated 
municipality and any number of incorporated 
cities, towns and villages which are immediately 
contiguous to said base municipality. 74 

There are three classes of motor carriers: common 
carriers, contract carriers, and specialized motor carriers. 
Common carriers are those who hold themselves out for 
hire to the public-at-large. Contract carriers are motor 
carriers who handle freight for a limited number of 

7 5
specified shippers by contract. Specialized motor carriers 
arc carrie'.s who transport proper:y which requires ~ecial-
1zcd equipment for transportation and handling. All 
motor bus companies are common carriers. 

_Six dasses of persons. are s.pecifically excluded from the 
7

dctm1t1on of motor earners. A general description of the 
excepted classes is as follows: 

l. Persons who transport their own goods incidental 
to the conduct of a separate business. 

'1 Persons who transport their own farm implements, 

livestock , agricultural products or wool and 
mohair to and from the market. 

3. Persons who transport petroleum products from 
the refinery or place of production to a place of 
storage. 

4. Utility companies who use their own equipment. 
5. Persons who transport seafood from the coast to a 

processing plant. 
6. Persons who transport fruit, vegetables, or flax 

straw from the harvest point to a processing plant . 

Commercial Motor Vehicles: Entry and Route Regulation 

No one may operate as a motor bus company, a 
common carrier, or a specialized motor carrier without a 
certificate of public convenience and necessity from the 
Railroad Commission authorizing such activity. 

7 8 
In con

sidering an application for a certificate, the Commission 
must determine: 

1. The service rendered and capable of being ren
dered by existing transportation facilities. 

2. Whether there is a demand or need for additional 
services. 

3. Whether granting that particular application will 
promote the public convenience by providing such 
service.

7 9 
In trying to make the determination 

the Commission will consider: ' 
a. whether the use of the particular highways by 

the applicant will interfere with the use of the 
highway by the general public , considering the 
construction of the highway, its state of repair 
and the use to be made of it by the applicant. 

b. the probable permanence and quality of the 
service offered by the applicant. 

c. the financial ability and responsibility of the 
applicant and its organization and personnel. 

d. the character of the vehicles and the character 
and location of the depots proposed to be used. 

e. the experience of the applicant in the transpor
tation of passengers or property and the charac
t~r of th.e bond or insurance proposed to ~S 
given to msure the protection of the public. 

No one may operate as a contract carrier without a
81

permit from the Railroad Commission. There are two 
major requirements for the issuance of a permit: 

l . The character of the business to be done by the 
applicant must strictly conform with the defini
tion of a contract carrier. 

2. The proposed operation of the contract carrier 
must not impair the efficient public service of an 
authorized common carrier which is serving the 

82same territory .

All motor carrier permits and certificates may be sold , 
assigned, leased or inherited, but any proposed transfer 
must be submitted to the Commission for its approval. The 
Commission may disapprove such transfer if it determines 
that the transfer is not made in good faith or that the 
transferee is not capable of rendering the service demanded 
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by the public convenience and necessity along with the 
. d 83des1gnate route. 
The Commission may suspend, revoke, or amend any 

certificate or permit after it has been proven to the 
satisfaction of the Commission that such certificate holder 
has discontinued operations or has violated, refused or 
neglected to observe any of its proper orders, rates, fares, 

1 1 
. 84

ru es, or regu ations. 

Commercial Motor Vehicles: Rate Regulation 

The Railroad Commission has the authority and the 
duty to fix, prescribe, or approve the minimum and 

. f b . d . 85
maximum rates or us comparnes an motor earners. 
The Commission may not set a minimum rate for contract 
carriers below the minimum rate for common carriers, 
however.

8 6 

Air Carriers 

The policy of the Legislature in providing for state 
regulation of air carriers is to further the public interest and 
aeronautical progress by: 

1. Protecting and promoting the development of 
aeronautics. 

2. Cooperating with other states and the federal 
government in developing a national system of 
civil aviation. 

3. Coordinating aeronautical regulation to assist in 
effecting federal policies and to eliminate duplica
tion of administrative functions. 8 7 

The Texas Aeronautics Commission (TAC) has been 
granted the authority and dutY' of instituting the economic 
regulation of "air carriers."8 8 For the purpose of this 
statute, "air carrier" is defined to mean every person 
owning, controlling, operating, or managing any aircraft as 
a common carrier in the transportation of persons or 
property for compensation or hire within the State of 
Texas, except for persons already certified by the CAB.

8 9 

The constitutionality of State regulation of intrastate air 
carriers has been clearly established. In 1970, the Supreme 
Court of Texas affirmed the validity of the Texas Aero
nautics Act when it held that "Congress has not preempted 
the field of the economic regulation of air carriers and the 
states have the power to act so long as there is no conflict 
with federal law."

90 

An.issue that is not so clearly settled is whether a state 
can regulate the intrastate routes and rates of CAB certified 
carriers. The CAB is only authorized to impose economic 
regulation upon carriers engaged in interstate air transporta
tion and the transportation of mail by aircarft. Who has the 
right to regulate a purely intrastate route flown by an 
interstate carrier? ls the regulation of the Braniff flights 
between Houston and Dallas more properly a matter of 
federal or local concern? The Federal Aviation Act of 1958 
makes no mention of regulating intrastate commerce. On 

Commercial Transportation 

the other hand, the Act does not specifically recognize the 
power of the states to regulate the intrastate transportation 
of interstate air carriers unlike the recognition provided in 
the Motor Carrier Act. 

The Federal Court decisions on this issue indicate that 
a state may regulate the intrastate rates of an interstate air 
carrier but not the intrastate routes of an interstate air 
carrier. The Supreme Court of Nebraska held that the 
regulation of routes served by interstate carriers has been 
preempted by the Federal government and that a state 
commission may not prevent an interstate c<1.rrier from 
abandoning a route when the CAB had approved the 
abandonment.91 The Supreme Court of California held in 
1954 that the CAB does not have regulatory power over 
any intrastate commerce other than mail and that the states 
may therefore regulate the intrastate rates of interstate 
carriers.9 2 

Under present statutory authority, the Texas Aero
nautics Commission could not regulate the intrastate rates 
and routes of interstate carriers even if the State clearly had 
the constitutional authority to do so. Interstate carriers are 
specifically exempt from TAC regulation. TAC only has 
authority to regulate those carriers who operate entirely 
with the State.9 3 

Air Carriers: Entry and Route Regulation 

No intrastate air carrier may operate without a certifi
cate of public convenience and necessity from the Texas 
Aeronautics Commission.94 In determining the existence of 
a public convenience and necessity for a proposed air ser
vice, the Commission considers these factors: 

1. the encouragement and development of an intra
state air transportation system properly adapted to 
the present and future needs of the State of Texas 

2. the financial responsibility of the air carrier 
3. the proposed routes and rates 
4. the effect upon existing air carriers and CAB 

certified carriers 
5. any other factors similarly related to public 

convenience and necessity. 9 5 

Any certificate owned by an air carrier may be sold or 
assigned, but any transfer must be presented to the TAC for 
approval. The Commission may disapprove if it finds the 
transfer not to be in good faith or if it finds that the 
transferee is not capable of rendering the needed services. 
The Commission may apply the requirements of a regular 
applicant as necessary qualifications for a proposed trans
Jeree.96 

THE REGULATION-DEREGULATION PROBLEM 

The modern movement to deregulate the transportation 
industries traces back to the administration of President 
John F. Kennedy. In a 1962 address to Congress he urged a 
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<l ra ma l ic change in national transportation policy: 

This administrat ion's study of long-range transporta
tion needs and policies convinces me that the current 
Federal policies must be reshapened in the most 
fundam ental and far-reaching fashion. 

The basic objective can and must be achieved 
primarily by continuous reliance on unsubsidized 
privately owned facilities, operating under the incen
tives of profit and the checks of competition to the 
maximum extent practicable. The role of public 
policy should be to provide consistent and compre
hensive framework of equal competitive opportunity 
that will achieve this objective at the lowest economi
cal and social cost to the Nation. 

This means a more coordinated Federal policy and a 
less segmented approach. It means equality of oppor
tunity for all forms of transportation and their users 
and undue preference to none. It means greater 
reliance on the forces of competition and less reliance 
on the restraints of regulation. And it means that, to 
the extent possible, the users of transportation 
services should bear the full cost of the services they 
use whether those services are provided publicly or 
privately.9 7 

The deregulation controversy concerns the issue of 
whether the price and supply of transportation services 
should be determined by a market mechanism using the 
forces of competition or by governmental mechanism such 
as a regulatory agency. 

The justification for departing from the use of the 
market control mechanism for railroads, motor, and air 
carriers has differed with each mode. The principal justifi
cation for railroad regulation was that the industry could 
never have the elements required for perfect competition. 
The high fixed costs for railroads are such that entry and 
exit in the market are very restricted. The economies of 
scale that exist in railroad transportation make it difficult 
for a small railroad to compete with a larger one. 

The motor and air carrier industries are generally 
considered to have a different structure than the railroad 
industries. In comparison to railroads, the capital require
ments for entry into the motor and air carrier industries are 
relatively low. Furthermore, the industries are not generally 
considered to have significant economies of scale. 

Although the air and motor carrier industries are 
considered to possess the main characteristics that would 
make · market control possible , regulation has been justified 
by other considerations. Traditional justification for regula
tion of air and motor carrier industries has included the 
following considerations: 

· Extreme competition in these industries fosters a 
market volatility and instability harmful to consumers , 
shippers, carriers, and the national interest. 

• Government should actively promote the use and 
vitality of air and motor carrier transport for national 

interests in defense, economic development, and the general 
welfare of citizens. 

• Only through governmental regulation can remo te 
geographical areas be assured of essential transport services, 
which normally would be unprofitable to the carriers but 
become tolerable when combined with regulated entry to 
profitable routes. 

Here is a summary of major arguments for and against 
deregulation: 

- Proponents of deregulation claim that regulation has 
distorted the market and caused a misallocation of re 
sources in two different ways. First, by making some rates 
higher than the true cost of the transportation, resources 
have been spent on other services which would otherwise 
have been spent on transportation. Second, preventing 
carriers from pricing their services on the basis of cost has 
resulted in some transportation being handled by one mode 
which should be carried by another mode with lower costs . 
Thus, it is claimed that the inherent advantages of each 
mode of transportation are being obscured . 

• Opponents of deregulation claim that the data in 
support _of this contention are inconclusive and that price is 
not the sole criterion in deciding which mode of transporta
tion to use . Speed, quality, and frequency of service are 
also important considerations to a shipper. Thus, a shipper 
may pay a higher freight rate if he feels the rate is offset by 
these other factors. 

- Proponents contend that the supply and price of 
transportation services would achieve their optimum level 
without regulation because the industries would behave 
according to the competitive market model. 

• Opponents dispute this contention by saying that the 
fixed costs of motor and air carriers are larger than 
popularly believed. There is more to being in the business 
than buying a truck or a plane. Profitable operation of 
some types of service requires large fleets , sales forces , and 
elaborate computer and communication systems. 

- Proponents argue that regulation has prevented effi
cient operation because of certificate restrictions. Some 
examples are prohibitions on the use of certain equipment 
by haulers of specified commodities and the empty 
backhaul problem. 

• Opponents claim that the empty backhaul problem is 
not as significant as critics claim , and that the nature of the 
business virtually necessitates empty backhauls. Other 
problems can be cured usually by lesser changes than 
deregulation. 

Another argument in support of continued regulation is 
that regulation creates cross-subsidization of routes and 
services. Carriers are allowed to charge relatively high prices 
for some routes and types of service, but are required to 
provide some services at very low profit levels or sometimes 
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at a loss. For instance, Trans World Airlines made $40 
million dollars profit in 1973, but only 20 percent of its 
routes were profitable. The revenue from that 20 percent 
was sufficient to subsidize the other 80 percent of its 
routes.9 8 

If entry and rate controls were abolished, this cross
subsidization would cease, and two things might happen. 
One, competition would increase for profitable routes and 
prices would probably go down. Two, the rates for less 
desirable and currently unprofitable routes would increase 
proportionately or some unprofitable routes and services 
would be abandoned altogether. 

Opponents of deregulation also claim that increased 
competition would cause greater concentration in the 
industry because large companies could maintain price 
competition longer than small companies and because there 
will be a greater demand for comprehensive, nationwide 
service offered by one company. This will occur because 
antitrust laws would prevent smaller companies from 
cooperating by exchanging freight and making joint 
through-rates. 

Deregulation has been the subject of increasing interest 
in the last several years at the Federal level of government. 
In the fall of 197 5, the White House submitted its proposal 
to remove rate and entry controls for air and motor 
carriers . These proposals include: 

A. Air Carrier Deregulation 

1. Rates 
a. Increases would be allowed by as much as l 0 

percent per year 
b. Reductions would be deregulated over a 

three-year period: 
1) 1st year- as much as a 20% reduction 
2) 2nd year-as much as a 40% reduction 
3) 3rd year- unlimited reduction would be 

allowed 
2. Routes 

a. Route Expansion 
1) Operating certificate restrictions would 

be phased out over a five-year period 
2) After 1981, airlines would be allowed to 

expand route system without CAB ap
proval within limits 
a) Truck lines- could expand up to 5% 

per year 
b) Local Service lines- could expand up 

to l 0% per year 
b. Route Abandonment 

l) Routes served by other carriers could be 
abandoned after giving 90 days notiee 

2) Routes not served by other carriers could 
be abandoned if the airline could not 
cover fully allocated costs over a period 
of one year 

3) The CAB could require a carrier to 
continue unprofitable service only if the 
community or some public body was 
willing to subsidize the service 

3. Antitrust immunity for air carrier would be 
eliminated. 

B. Motor Carrier Deregulation 

1. Rates 
a. Increases 

l) l st year-services could raise rates by 7% 
without approval of ICC 

2) 2nd year-carriers could raise rates by 
12% without ICC approval 

3) 3rd year and beyond- carriers could raise 
rates by 15% without ICC approval 

4) To suspend increases beyond thc~e stated 
above, ICC would have to find that the 
increase would result in immediate and 
irreparable damage 

b. Reductions 
1) 1st year-carriers could reduce rates by 

7% without approval of ICC 
2) 2nd year-carriers could reduce rates by 

12% without ICC approval 
3) 3rd year and beyond-carriers could 

reduce rates by 15% without ICC ap
proval 

4) To suspend decreases greater than those 
stated above, ICC would have to find that 
the increase would result in immediate 
irreparable damage 

2. Entry-New companies could enter the bus or 
trucking industries if they were able to offer 
better service or lower costs than existing 
operators 

3 .. New Plants-Trucks serving manufacturing 
plants in operation less than five years would be 
exempt from ICC certification requirements 
under the bill 

4. Private and Contract Carriers-Carriers owned 
by major corporations would be allowed to 
carry goods for their affiliates and lease trucks 
to common carriers 

5. Backhauls- Agricultural carriers exempt from 
ICC regulation would be permitted to make 
return hauls of goods carried by ICC regulated 
trucks 

6. Antitrust Immunity-ICC authority to grant 
antitrust immunity to motor carrier mergers 
would be eliminated 

The national deregulation controversy has significance 
for Texas for two major reasons. One, if the Federal 
government deregulates interstate air and motor carriers, 
the move would have a significant effect on transportation 
services in Texas. The Texas Legislature should be aware of 
what changes would be likely to occur and should plan 
accordingly. Second, if there is merit in the deregulation 
argument at the Federal level, the same arguments might 
apply to transportation regulation in Texas, although this is 
not necessarily the case. The uniqueness of economic 
conditions in Texas might make intrastate regulation 
desirable or undesirable regardless of what happens at the 
Federal level. 
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The time has come for states to address the issues raised 
by proponents of deregulation and to determine whether 
the arguments have merit or whether the current regulatory 
structure serves the best interests of the state. 

THE REGULATION-DEREGULATION ISSUE 
RELATIVE TO TEXAS 

Transportation regulation is essentially governmental 
decision making to determine the price and supply of 
transportation services instead of allowing price and supply 
to be determined by the market. 

This seems to contradict a basic tenet of free-market 
economics, i.e., that the best allocation of resources will 
result when the consumer can choose freely among alterna
tives under conditions of perfect competition. The reason 
for railroad regulation was that the industry could never be 
perfectly competitive because of the high initial capital 
investment necessary for entry and the economics of scale 
which give larger railroads a competitive advantage over 
smaller ones and thus makes them "natural monopolies". 

Justifications for a departure from free-market decision
making processes for motor carriers and airlines were 
different from those for railroad regulation. Motor carriers 
have neither the high fixed costs or the economies of scale 
characteristic of railroads. Regulation of motor carriers was 
based instead on a desire to coordinate all modes of 
transportation and to stabilize the motor carrier industry 
by controlling the supply of motor carriers. 

Air carrier regulation was not based upon a "natural 
monopoly" theory either. Federal aviation regulation was 
based largely upon a desire to promote aviation and to 
develop an air carrier system to serve the needs of the 
Postal Service and national defense. State regulation of air 
carriers was similarly based upon a "promotional" policy. 

The question is whether the policies originally moti
vating regulation of motor carriers and airlines are still valid 
today. 

Federal interest in deregulation has grown in recent 
years, as seen by the White House proposals to eliminate 
rate and entry controls for air and motor carriers and by 
Senator Kennedy's recent proposal to deregulate the air 
carrier industry. 

Unfortunately, information relating to the impact of 
deregulation in Texas is not available. Furthermore, much 
of the information available relating to the national 
transportation market is highly disputed. Therefore, we are 
unable at this time to recommend regulation or deregula
tion of intrastate carriers because of the lack of necessary 
information on the issue. For this reason , we recommend 
further legislative study. 

In light of the current controversy and increased Federal 
interest in deregulating air and motor carriers, the Texas 

Legislature should investigate the feasibility and desirabil ity 
of eliminating rate and entry controls on intrasta te air and 
motor carriers . This study should evaluate the arguments 
and factors involved in deregulation from the point of view 
of the State of Texas. It should ask , "How will Texas 
benefit or be hurt by such a move?" What may be good 
from a Federal point of view may not be the most 
beneficial policy for the State of Texas. 

Since the status of Federal deregulation proposals is 
uncertain at this time, the study should be conducted 
assuming two different sets of conditions: 

(1) a regulated interstate transportation market 
(2) a deregulated interstate transportation market. 

The major issues that should be considered in weighing 
the advantages and disadvantages of such a deregulation 
proposal are: 

(a) The effect of unregulated intrastate carriers on 
regulated interstate carriers . Will the intrastate 
carriers have a competitive advantage which jeo
pardizes interstate carriers? If so, is it possible that 
the Federal government will decide to regulate all 
carriers in order to protect the interstate carriers? 

(b) The effect ofprice competition on the structure of 
the intrastate transportation market. Will all prices 
actually be lower than they are currently? If not, 
which prices will rise and which will decline? Will 
smaller firms be driven out of business? Can 
enforcement of antitrust laws prevent the abuses 
of "cutthroat competition"'? Will price competi
tion create an unstable transportation market? 

(c) The effect of unrestricted entry and exit in the 
transportation market on routes and services pre
sently offered. Will transportation services to 
smaller communities be reduced or eliminated'? 
Which services will cut back and to what extent 
will services be reduced? 

(d) Protection of the public. Can provisions be made 
for protecting the public against unscrupulous and 
uninsured carriers? Without rate regulation, can 
the public be protected from monopolistic prac
tices in areas which are served by only one carrier? 

(e) Social benefits. Are there certain benefits to the 
State of Texas that transportation provides that 
cannot be adequately expressed in a pricing 
mechanism such as economic development of 
remote areas of the state, lower density living 
patterns , etc.? Would deregulation thwart the 
realization of these secondary social benefits? 

In the event that the Federal government deregulates 
route, entry, and rate controls on carriers currently 
regulated, the Legislature should consider these factors in 
determining the appropriate State response: 

66 



(a) Impact on intrastate carriers: Will national deregu
lation place unregulated intrastate carriers at com
petitive disadvantage? Can regulated intrasta te 
carriers afford to lower their prices to compete 
with unregulated interstate carriers? 

(b) Impact on transportation services offered in Texas: 
With unregulated entry and exit, which routes 
will have increased service and which routes will be 
abandoned? On which routes and for what types 
of services will prices be likely to decline and for 
which will prices be likely to increase? What 
effects will changes in services offered have on the 
economic development of different areas of the 
State? 

(c) Viability of a regulated intrastate system and an 
unregulated interstate system: Is it possible for the 
two systems to coexist.? ls deregulation of intra
State carriers the best response? Would the State's 
interests be better served by subsidizing services 
that will be curtailed by interstate carriers? 

LEGISLATIVE DISCRETION FOR 
REGULATION OR DEREGULATION 

As discussed in the first part of this chapter, the Texas 
Legislature may regulate intrastate commerce to the extent 
that it does not conflict with Federal law. The current 
Federal and State regulatory structure is outlined in the 
second section of this chapter. 

REGULATION ALTERNATIVES 

The Texas Legislature has a number of options to 
consider in response to the deregulation issue: 

1. It may choose to maintain the present system of 
regulatory control. 

2. It may choose to eliminate rate and entry controls 
for intrastate carriers immediately or gradually 
over a period of several years. 

3. it may choose to watch Federal movement in 
regard to deregulation and follow the Federal 
initiative. 

4 . It may choose to study the deregulation problem 
further to obtain data and evaluate the arguments 
from the perspective of the State of Texas rather 
than a national perspective. 

Commercial Transportation 

PREFERRED ALTERNATIVE AND RATIONALE 

It is recommen.ded that further study be given to the 
deregulation issue because the limited factual informa
tion available is highly disputed or alleged to be incomplete. 
Also , most of this information relates to the national 
transportation system. Little is known about the impact of 

_4eregulation on a particular state. 
The Texas Legislature should be knowledgeable about 

deregulation in light of two different circumstances: a 
regulated and an unregulated interstate tr;1nsportation 
market. The State needs to know: 

1) Whether and under what circumstances deregula
tion at the State level would be desirable 

2) The appropriate response to Federal deregulation 
in order to serve the best interests of the State. 

In order to answer these questions, basic factual infor
mation about the transportation system in Texas needs to 
be obtained. The determine how the present transportation 
system will change in the absence of regulation , there is 
need for greater information about whether services and 
prices will increase or decrease. Similarly there is a need to 
know which routes and services will probably be expanded 
and which will probably be abandoned. 

In evaluating the desirability of deregulation, the bene
fits accruing from such a change need to be weighed against 
the losses which will also occur. This is a political question 
and the Legislature will need to decide the relative merits of 
these issues: 

1. Whether the benefits of increased service and 
lower prices to some areas outweigh the costs of 
decreased service and higher prices for other areas 
of the State. 

2. Whether the impact of deregulation on economic 
development and living patterns in different parts 
of the State is desirable. 

3. Whether the interests of the State might be better 
served by direct subsidization to areas needing 
special help rather than the "hidden subsidy" that 
regulation now entails. 

These questions cannot be resolved without a compre
hensive data base , which is unavailable at this time. Thus, 
further study should be conducted to gather the necessary 
data as a first step toward resolving the deregulation issue. 
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CHAPTER VIII 

PROBLEMS AND RECOMMENDATIONS IN REGULATION 
OF THE TEXAS MOTOR-CARRIER FREIGHT INDUSTRY 

SUMMARY 

The motor-carrier for hire is declared by the Texas 
Motor Carrier Act to be a business "affected with the 
public interest." When motor carriers became competitors 
of the railroads, regulation of trucking was premised on the 
railroads' contention that it would be inequitable to 
regulate one mode of transportation without regulating 
competing modes. 

Present motor-carrier entry regulations, intended to limit 
the number of carriers allowed to operate within the State , 
are not successfully fulfilling their statutory and regulatory 
mandate. Gaps and inefficiencies found in the regulatory 
process allow unregulated carriers to operate illegally, 
provide opportunities for speculating in a supposedly 
limited market, and cause instability in the inter- and 
intra-state industries. 

This study is not capable of determining whether or not 
the motor-carrier industry should be deregulated, a hotly 
contested alternative to many motor-carrier problems. 
Within the context of motor-carrier certification, this 
chapter will recommend ways to "fill the gaps" which now 
exist in regulation of motor-carrier entry to the market. 

The first problem area concerns motor-carrier certifica
tion, the license to do business within the State based on a 
finding by the Texas Railroad Commission that "public 
convenience and necessi ty" will be served by such an 
authorization. The Motor Carrier Act allegedly fails to 
define precisely the requisite "convenience and necessity" 
essential to obtain these certificates, thereby causing 
dormant certificates, carriers operating without certificates, 
or carriers unable to prove convenience and necessity even 
if present service may be deficient. Recommended alterna
tives consist of introducing seasonal permits to prevent 
dormant agricultural commodity authority , investigating 
the advantages and disadvantages of a dual permitting 
system, or investigating the possibility of liberalizing entry 
controls by redefining "public convenience and necessity." 

The second problem area involves enforcement of motor 
carrier certification. Statutes and regulations are designed 
to insure that carriers without certification authority would 
not be able to serve the public ; or that in so doing, they 
would be penalized or prosecuted. When conflicts arose, for 

example the abuse of the leasing system, new laws and 
regulations were adopted to correct abuses. But today , due 
to the inflexibility of some of these statutes, carriers who 
operate without certification and speculative activity in 
buying and selling certificates indicate enforcement may be · 
inadequate. Recommended alternatives include creating 
disincentives for speculatory practices by increasing filing 
fees on certificates; requiring proof of authority for 
common and contract carrier mobile-home haulers before 
issuing extra-legal permits; and improving the effectiveness 
of the Texas Lease Law by examining ways to require 
carrier authority for the exemptions provided in the law. 

The third problem area concerns administrative practices 
and procedures. Motor-carrier certification necessitates 
repetitive procedures and considerable paperwork. Delays 
in processing will prevent carriers from timely receipt of 
their authority, which denies their services to the public. 
The current director of the Transportation Division , Texas 
Railroad Commission, has begun implementation of com
puter services to accelerate mechanical processes and 
provide crosschecks on carriers: who they are, where they 
are authorized to go, and what they are authorized to carry. 
Another administrative problem concerns the small carrier 
versus the large carrier and the hearing process of deter
mining "public convenience and necessity," a problem due 
to the adversary nature of administrative proce:edings . 
Recommended alternatives include monitoring newly estab
lished computer systems to determine any improvement of 
applicant hearings to arrive at more factually-based 
decisions than the exclusive use of adversary debate . 

The first set of recommendations has the most far
reaching effect of the three areas discussed . It will be more 
difficult to redefine "public convenience and necessity" 
than it will be to deter speculation or gather more accurate 
data for hearings. It may be argued that amelioration of the 
problems in certification will automatically eliminate prob
lems of enforcement and administrative inefficiencies. The 
Legislature can enact remedies for the regulatory gaps, and 
the Transportation Division of the Texas Railroad Com
mission has already begun removing some of the administra
tive inefficiencies. But problems caused by a complex 
Motor Carrier Act will require careful consideration and a 
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dete rmination of how llex ible Texas should be in ce rtifica
tion of motor carriers. 

PURPOSE OF ANALYSIS 

Initially , the purpose of this analysis was to evaluate rate 
regulation and its consequences in Texas transportation. 
The Federal Government had been reviewing motor-carrier 
regulation with an eye toward loosening restrictions and 
even total deregulati on. Naturally , the Texas State Legisla
ture would be concerned about the potential impacts of 
Federal deregulation and its consequences for State regula
tion. Preliminary field work uncovered motor-carrier regula
tory problems which preceded those of ratemaking; entry 
certification was alleged to encourage speculative activity 
by those who purchased the permits or certificates . 
Motor-carrier certification is the regulatory device which 
limits market entry - the number of carriers allowed to 
operate in the State . Since regulation begins with the 
authority to provide transportation services, it was decided 
to begin with a thorough understanding of the practices and 
procedures which allow motor-carrier market entry . 

SCOPE OF ANALYSIS 

Regulation of motor carriers is accomplished by limiting 
market entry and by establishing rates. This analysis will 
focus exclusively on regulatory practices which authorize 
carriers to transport commodities in Texas . 

Motor-carrier entry regulation has two objectives: first, 
to stabilize the motor-carrier industry by controlling the 
supply of motor carriers; and second, to protect the public 
by insuring the operation of a reliable and safe motor
carrier industry. 

Certification is the carrier's license to do business within 
the State. The certificate or permit will be issued only if the 
applicant demonstrates that a public need exists for the 
type of se rvice the applicant proposes to offer and that 
existing service is inadequate to meet that need. 

Enforcement insures the carrier's compliance with rules 
and re gulations regarding operating authority. Enforcement 
examines the status of carriers to determine if operations 
are within the scope of their authority. Through enforce
ment , the purposes of industry stabilization and public 
proteetion can be realized; without enforcement, a two
level system of motor carriers will develop : one group 
operating with regulatory restrictions, and the other 
operating without regard either for the public or the 
legitimate carriers. 

Administrative procedure is the process by which car
riers are certified and enforced. Certificates are applied for , 
hearings are held , and perhaps contested, and decisions are 
rendered . Procedures are established which, if abused or 
ignored, can result in penalties or prosecution. 

Problems have emerged in all three areas. These will be 
examined, and alternative re medies will be proposed. 

METHODOLOGY 

The research was conducted both through a literature 
search of studies on problems in regulation , and through 
interviews with experts in the transportation and regulatory 
fields. Two case histories, mobile-home hauling and agri
cultural commodity hauling, were studied in detail. 

FUNCTION OF THE TEXAS RAILROAD 
COMMISSION 

Economic regulation of commercial transportation in 
Texas , with the exception of air traffic, is the administra
tive responsibility of the Transportation Division of the 
Texas Railroad Commission. 

The Texas Railroad Commission was established by the 
Legislature in 1891 to "correct abuses and prevent unjust 
discrimination and extortion in the rates of freight and 
passenger tariffs on the different railroads in this state ." 
(Texas Constitution, art. X, sec: 2). With the passage of the 
Motor Carrier Acts in 1927 and 1929, motor buses and 
trucks were brought within the regulatory scheme. Amend
ments in 1940 for specialized motor carriers and in 1961 
for agricultural motor carriers further extended the Com
mission's regulatory jurisdiction. 

The Transportation Division of the Texas Railroad 
Commission has statutory duty to "prescribe all rules and 
regulations necessary for the government of motor car
riers ." (Tex. Rev. Civ. Stat. Ann. art. 911 b, sec . 4a 
[1964]). Its rules are of two basic types: to regulate entry 
and rates, and to regulate safety and security. The first type 
includes rules created to guide the agency in the perfor
mance of its certificating and ratemaking responsibilities. 
Other rules are to protect the public and require adequate 
insurance to cover claims of loss or destruction. 

CERTIFICATION OF MOTOR CARRIERS 

A person intending to operate as a motor carrier for 
compensation or hire in Texas must obtain a "permit" or 
"certificate of convenience and necessity." (Tex. Rev. Civ. 
Stat. Ann. art. 91 lb, sec. 3 [1964]). The certificate or 
permit is the carrier's license to do business within the 
State. A certificate will be issued only if the applicant 
demonstrates that a public need (convenience and neces
sity) exists for the type of service the applicant proposes to 
offer, and that existing service is inadequate to meet that 
need. A permit is issued to contract carriers if public 
convenience and necessity are demonstrated. Since no new 
authority, certificate, or permit will be granted if existing 
carriers are satisfactorily meeting the public's motor freight 
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tran sportation demands. existing ca rriers are shielded from 
the competition of new entrants. 

Applicants seek auth or ity to operate as one of three 
types of carriers: contract carrier, specialized motor carrier, 
or regular route (common) carrier. 

A contract carrier handles freight for as many as five 
specified shippers under contracts filed with the Com
mission. A specialized carrier hauls freight which , by its 
nature, requires specialized equipment in loading, un
loading, and transporting- for example, refrigerated trucks, 
oil transporters , and livestock. Specialized carrier certifi
cates contain strict commodity limitations, but afford the 
carrier freedom to move those specified goods over irregular 
routes on irregular schedules. Common carriers may carry 
general commodities, but must adhere to definite routes 
and schedules. (Murray, 1971). 

Procedure 

Applications for certificates or permits require specific 
information regarding the alleged public need in the 
geographical area the applicant proposes to serve and 
information indicating ability to fulfill that need. 

Persons or firms who wish to appear in opposition to 
any application must file a notice of protest within 15 days 
after publication of the application. If no protest is filed, 
then the application is placed on the uncontested docket. 
An examiner is appointed to hear the case. The applicant 
nust then prove to the examiner's satisfaction that all the 

facts in his application are· correct. 
Protested applications are more complicated. A hearing 

is scheduled on the contested docket. An examiner is 
appointed to hear the case and prepare recommendations 
for the Commissioners. Opposing parties are notified of the 
time and place of the hearing. 

The applicant ordinarily presents numerous shippers 
who testify, in detail, concerning their transportation needs 
and the failure of existing carriers to service those needs. 
The applicant also attempts to establish that certain 
features of the proposed service are more qualified and able 
to meet the shippers' demands. 

In attempting to refute the applicant's case, the pro
testant may offer evidence of excess service capacity and a 
history of sufficient service, with shipper testimony to 
substa.ntiate these allegations. It may be argued that 
additional carrier traffic will be detrimental to present 
motor-carrier service. The examiner usually concludes the 
hearing without announcing a decision. In all contested 
cases , the examiner must prepare a "report and recom
mended order" for the Commissioners , who are required 
under the Motor Carrier Acts to render the final decision. 
The examiner will ordinarily recommend that the applica
tion be granted or denied in toto. 

After the time has expired for filing exceptions and 

replies to the order , the examiner and the Division Direc tor 
mee t with Commissioners to consider the recommended 
order. Prior to this meeting, the proposed order and all 
accompanying written information will have been available 
fo the Commissioners. After the examiner has presented his 
conclusions and answered any questions, the Commis
sioners vote and the proposed order is either adopted, or a 
contrary order entered. If the final o rder is contrary to the 
recommended order, 20 days are allowed for the filing of a 
petition for reconsideration. If the petition is not acted on 
by the Commission within 30 days, the recornni2n ded order 
then becomes final. 

CERTIFICATION 

Control of market entry is regulated by 40 states , while 
10 states do not regulate entry. In 29 states , evidence of 
public need is required ; no such evidence is needed in 21 
states . (Lamkin, 1971). Entry is regulated in this industry 
because the unique cost structure and the ease of entry may 
lead to a condition of excess capacity and instability within 
the industry. To enter the industry, new firms must prove 
that they are able to provide the service and show a public 
need for the service. Tables VIII-I and VIII-2 depict 
selected states' authority over intrastate agricultural motor 
carriers, as examples of the diversity in entry regulation. 

The basic objective of economic regulation of motor
carrier transportation is to provide the public with adequate 
transportation service. Certification attempts to stabilize 
the industry by limiting the number of carriers allowed to 
operate within the state. But, in fact, certification does not 
limit the number of carriers, for a variety of reasons. 

Agricultural Certification 

The issue involving equitable entry for haulers engaged 
in transporting agricultural commodities is perhaps the 
most difficult problem to resolve . Carriers of livestock and 
agricultural commodities by motor vehicle in Texas are 
classified as specialized motor carriers. To engage in "intra
state" movement of agricultural products, a carrier must 
prove public convenience and necessity at a public hearing. 
Some exemptions exist for intrastate carriers of fresh 
vegetables and fruits , or flax straw, to haul from the place 
where they are produced agriculturally and harvested to a 
point where they are first processed. Any type of carrier 
(private, common, or specialized) may transport agri
cultural commodities in "interstate" traffic exempt from 
economic regulation by either State or Federal agency. 

Carriers engaged in interstate transportation are under 
the Commission's jurisdiction when the movement either 
originates or terminates in Texas. This group of carriers 
may not transport shipments wholly within the State. 

In the late 1960s, the Texas Railroad Commission 
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TABLE Vlll -1 
...., 
"' :.-: 
"' ""' SELECTED STATES' REGULATION OF INTRASTATE AGRICULTURAL MOTOR CARRI ERS ~ 
"' ;;:; 

--·-------·-- ·----  -· -·- ·----·-------------··· 
-::, 
:::: 

Certificate of 
'< 
;::; 
~ 

Public Convenience Hearing Rates Routes Insurance ~ 
and Necessity Required Regulated Regulated Required 

State Yes No Yes No Yes No Yes No Yes No 

Texas x x x x x 

California x x x x x 

Florida x x x x x 

Louisiana x x x x x 

Oklahoma x x x x x 

-.J 
IV New Mexico x x x x x 

Kansas x x x x x 

Colorado x x x x x 

Arkansas x x x x x 

Georgia x x x x x 

Total 4 6 4 6 5 5 5 5 8 2 

1u.s. 27 22 27 22 29 20 26 22 34 15 

1Includes Washington, D.C. but not Alaska or Hawaii. 

Source: "An Inventory of State Economic Regulation of Agricultural Motor Carriers," By Robert G. Wales, David C. Nelson and Charles W. Bullard. 
Upper Great Plains Transportation Institute , North Dakota State University , Fargo, N.D. , February 1970. (Lamkin, 1971) 



TABLE VIII-2 

SELECTED STATES' AUTHORITY OVER INTRASTATE AGRICULTURAL MOTOR CARRIERS 

Operating 
Authority 
Required 

Public 
Hearing 

Required 

Evidence of 
Public Need 

Required 

Other Carriers 
Considered in 

Granting Permit Fee 

Cost 
of 

Permit 

State Yes No Yes No Yes No Yes No Yes No 

Texas 

California 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

$25 filing 
$25 certifica te 
$500 permit 

Florida x x x x x $5 

Louisiana x x x x x 

Oklahoma x x x x x $50 

-i 
VJ 

New Mexico 

Kansas 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

$40 

$10 

Colorado 

Arkansas 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

$25 filing 
$3 5 certificate 

Georgia x x x x x $37 

Total 9 4 6 4 6 4 6 8 2 

U.S. 40 11 29 22 29 22 30 21 31 19 ~ 

"c; 
" 

Source : "An Inventory of State Economic Regulation of Agricultural Motor Carriers," by Robert G. Wales, David C. Nelson and Charles W. Bullard. ~ 
~· 

Upper Great Plains Transportation Institute , North Dakota State University , Fargo, N .D., February 1970. (Lamkin, 1971) 
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Texas Transponation 

conducted extensive hearings throughout the State to 
determine the need for transportation of agricultural 
commodities. Complain ts were abundant. Haulers would 
not transport agricultural commodities at the set rates. 
There was dissatisfaction with interchange service by 
common carriers and the inability of common carriers to 
serve farms, ranches, and other off-route points . Many 
witnesses testified that they used the services of un
authorized carriers. (Lamkin, 1971). During peak seasons 
for various crops, there were insufficient vehicles to 
handle needs on an immediate call basis. It was intimated 
that out-of-state shippers could place commodities in Texas 
markets at a lower truck transportation rate than that avail
able to Texas shippers. 

Due to the interest in these hearings, and the reported 
problems in transportation and countered by the fruit and 
vegetable industry , additional interviews were conducted by 
the Texas Transportation Institute in the Lower Rio 
Grande Valley twice during the 1970 shipping season. 
Table VIII-3 presents a summary of information received 
from the shippers during the personal interviews. 

Much of this confusion has been alleviated. The majority 
of truckers are certified either interstate or intrastate. Use 
of temporary certificates has provided additional transpor
tation during peak-production times. Texas fruit and 
vegetable shippers, in cooperation with truckers and truck 
brokers , have developed a set of interstate rates. While this 
rates schedule has no legal foundation and rates may vary 
from time to time, the shippers are attempting to stabilize 
rates. (Lamkin, 1971 ) . 

In August, 1970, the Texas Railroad Commission insti
tuted a survey to determine whether or not specialized 
motor carriers authorized to haul agricultural products were 
actually providing these services. Several of the firms were 
not utilizing their permits but did not wish to lose the 
authority . Some of the firms did not see any reason to 
provide transport ser1ice. (Lamkin , 1971). 

The Rio Grande Valley agricultural producers complain 
of regulatory problems. Because of distances from the 
Valley to central points in Texas and the rest of the 
country, alledgedly for-hire trucks prefer hauling to and 
from other agriculture-producing states. Since the interstate 
truckers are exempt from regulation, they have no legal 
requirement to provide transport service to the Valley. 

Recent studies conducted for the Council of South 
Texas Economic Progress (COSTEP) indicated that about 
43.8 percent of all goods shipped from Texas, excluding 
petroleum and coal products, are moved by either private 
or common carrier motor truck. The South Texas area is 
dependent on motor carriers to move their products 
quickly to markets . Shippers in the area compete in 
national markets against products from California and 
Florida. This is a highly competitive industry and one in 
which transportation equipment, facilities, rates, and service 

may mean the difference between success and failure. 
According to the 1972 Truck Inventory and Use Survey, 
Bureau of the Census, only 77 carriers operate from Texas 
to points in the State, nation, and Canada. This is 
considerably less than those operating from either Cali
fornia or Florida. The numbers are by no means exhaustive 
or definitive of the entire spectrum of truck service 
available for Texas. Not included in the census tables are 
common carriers of general commodities or for-hire carriers 
of exempt commodities. Both of the other states produce 
more fruit and vegetables than Texas and, consequently, 
have a larger requirement for truck transportation. Without 
any legal responsibility for service , the exempt trucker is 
free to select his traffic, sometimes at the expense of the 
shipper and consumer. 

Traffic into and out of the South Texas region is of 
major concern to both the user and supplier of transport 
service. An imbalance of traffic results when freight moves 
predominately in one direction. This increases the carrier's 
cost of doing business in the region , which is passed to the 
users . In the Rio Grande Valley, the demand for transporta
tion is highly dependent on the production process ; surge 
demand is common in the area. In order to meet user 
demands, empty trucks move into the area and leave 
loaded. In an area where no backhaul opportunities are 
available, truckers may require added inducements if they 
are to accept a shipment to these locations. The Council of 
South Texas Economic Progress (COSTEP) study suggests 
that alternatives to the present regulatory environment 
should be examined ; that programs be inaugurated which 
would identify transportation factors, such as regulatory 
constraint or lack of physical facilities, which inhibit firm 
expansion into South Texas . The study goes on to suggest 
that carriers be contacted in order to assess their willingness 
and capability to participate in the proposed traffic. 

These findings provide impetus to the debate between 
the shippers of the Valley, the truckers, and the Railroad 
Commission . Shippers of perishable commodities especially 
have requirements that they feel are not being met. The 
Texas Citrus and Vegetable Growers and Shippers , a 
statewide organization based in Harlingen, has an intense 
lobbying effort based in the Valley . It should be pointed 
out that many of these needs are of an interstate nature 
where the Legislature and the Railroad Commission have 
little authority. Shortages on the interstate level may not be 
remedied by increasing the number of intrastate permits , 
nor can this approach assure that interstate points will be 
served. (Lamkin, 1971). 

The shippers would like to negotiate with the haulers for 
their rates , depending on demand and amount of transpor
tation available. But they want to be guaranteed a certain 
transportation rate. On the other hand, some independent 
truckers are charging a higher rate if agricultural products 
to be shipped exceed the trucks available. 
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TABLE VIII-3 

RESULTS OF INTERVIEWS WITH SELECTED FRUIT AND VEGETABLE SHIPPERS 
IN THE LOWER RIO GRANDE VALLEY OF TEXAS 

Percent 
Commodity Total Shipped Texas Percent Truck 

Shipped Per Season 1 Shipments Truck Shipment Shortage Comments 

Vegetables 
Vegetables 

Citrus and Vegetables 
Citrus 

Citrus 
Vegetable 

-.l Citrus
Vl 

Vegetable 
Vegetable 
Vegetable 
Vegetable 
Vegetable 
Vegetable 

300400 
500 

1000 
6000 

850 
2000 

700 
300 

8000 
1200 
1000 

500 
250 

5% 
33% 

20% 
30% 

10% 
5% 
0 

10% 

5% 
5% 

10% 

50% 
67% 

85% 

95% 
60% 

10% 
75% 
75% 
80% 
60% 
90% 

Interstate 
Interstate 

Interstate 
Interstate 

Interstate 
Both 
Interstate 
Interstate 
Both 

Interstate 
Intrastate 
Intrastate 

- ---- ---- --- --··- -

Need better rates to attract trucks. 
Poor equipment of interstate trucks ; 
need better rates for trucks. 
Poor equipment. 
Interstate rates too low to get good 
truckers into Texas. 
Shortages for specific points. 
Interstate rates could be higher. 
Shortages caused by the nature of the product. 
Shortages for specific point interstate rate too high. 
Increasing demand for trucks. 
Shortages for specific commodities. 
Shortage occurs when certain commodities move. 
Need "bobtail" trucks. 
Need "bobtail" trucks. 

1In carlot equivalents 

Source: "An Inventory of State Economic Regulation of Agricultural Motor Carriers," by Robert G. Wales, David C. Nelson and Charles W. Bullard . 
Upper Great Plains Transportation Institute , North Dakota State University, Fargo, N.D., February 1970. (Lamkin , 1971) 



Texas Tran sporta tion 

Speculation in Agricultural Certification 

In ves ti ga tion of the permitting system concerned pos
sible "speculation" in permits and/or certificates. Specula
tion will not normally pertain to permits issued to a 
con tract carrier for hauling for a particular shipper, because 
without an actual contract between shipper and hauler , no 
authority exists . Since there is a limit to the number of 
contracts allowed at one time (five) , holding the permit 
would only mean a loss of money to those authorized to 
carry under contract terms. 

However, COSTEP perceives this speculation to operate 
as the permits are sold among transportation concerns. 
Firms that buy the permits are not obligated to use them. 
The companies then may refuse to serve the area for which 
the permit is issued. 

The Railroad Commission does not deny the possibility 
of this speculation . Yet, its staff does not agree that 
COSTEP's definition of speculation is what exists. 

The 1971 Texas Transportation Institute study of 
"The Supply of Motor Trucks Available for the 
Movement of Texas Agricultural Commodities," 
recommends "the Railroad Commission of Texas 
should institute a 'use it or lose it' policy of 
regulation. Firms with agricultural products and/or 
livestock and grain certificates should be encouraged 
to use their authority. Permits should not be held 
unused for the purpose of speculation." (Lamkin, 
1971). 

Some motor carriers have not used, for one reason or 
another, their authority provided by the Railroad Com
mission. Originally, agricultural haulers would follow the 
availability of commodities beginning with vegetables and 
fruit in South Texas, moving north to the livestock and 
feedstuff area, and on to West Texas for wool and mohair. 
When the carriers determined there was sufficient business 
in a few specific commodities for the en tire year , they 
would stabilize the variety of products they would carry. 
Then these carriers experienced a decline in quantities of 
some commodities plus the use of specialized carrier 
authority , which necessitated a need for public convenience 
and necessity. The agricultural haulers soon found that 
there was not enough business to keep them operating 
throughout the year. Through application to the Railroad 
Commission , these carriers could temporarily suspend their 
authority in off-seasons, thus removing their insurance 
obligation with cost savings . Continuation of this voluntary 
suspension led to dormancy. 

Results of long-term suspensions have been lapses in 
service. Other carriers then might enter this market pro
viding a duplication of carrier authority. Attempts to sell 
old, unused certificates have led to court battles and to the 
Railroad Commission 's taking a closer look at the entire 
dormancy issue. Suspended authorities began to occur for 
speculatory purposes, and these suspensions were no longer 
restricted to agricultural haulers. 

Mobile-Home Hauling Certification 

The Motor Transporation Regulations define a special
ized motor carrier of mobile homes as a carrier holding 
certificates or permits authorizing the transportation of 
new or used mobile homes, house trailers, cabin trailers, or 
bungalow trailers . This authorized carrier may contract 
with a truck owner-operator to represent the carrier on 
in tras ta te transportation at locations other than a 
company-owned terminal. 

In Texas , there are three large interstate authorized 
mobile-home haulers : Morgan Driveaway , Inc ., National 
Trailer , and Transit Homes, Inc. All three companies are 
based outside of Texas and lease trailers to regional 
operators within Texas. The haulers' intrastate movement is 
controlled by the Railroad Commission's issuing local 
permits to haul. Transit Homes, Inc. is a new arrival on the 
Texas scene, with its authority still contested in the courts . 
But National and Morgan had hauling authority at a time 
when the Railroad Commission practically begged truckers 
to haul mobile homes in Texas. Because most haulers did 
not have needed specialized equipment, leasing their 
authority to areas throughout the State was almost a 
necessity. 

The small number of authorized special motor carriers of 
mobile homes has created dissension in the industry. 
Certain mobile-home owners and sellers agree that present 
service is unsatisfactory . Some smaller firms based in Texas 
might provide the service. 

Discussions with both exempt and intrastate certificated 
mobile-home haulers revealed that different authorities 
have evolved for haulers in Texas. In addition to the three 
large mobile-home haulers which have offices throughout 
Texas, the Railroad Commission has granted certificated 
authority to approximately 18 haulers which designate a 
territory for providing service within a certain radius of a 
city: in Angleton , it is a 7 5-mile radius , and in Cedar Park it 
is approximately a 40-mile radius. This kind of authority 
has been in effect only in recent years. Radial authority 
means that a mobile home can be hauled anywhere in Texas 
as long as the movement originates or concludes within that 
specified radius. The Cedar Park authority has also ex
tended into and out of the city of Austin. Some certificates 
authorize operation within several counties. Other permits 
are provided to private haulers to haul their own homes. 

Mobile-home haulers are concerned that the strength of 
the interstate carriers prevents Texas carriers from applying 
for limited radial or other State authority. If cause for 
iss~ing a new permit cannot be proven, the applicant 
cannot obtain the authority. Local carriers have an advan
tage in that, even though a national carrier is located in the 
area, the Texas haulers are willing to provide full service 
(labor and blocking, as well as hauling) where the majority of 
the larger companies are only concerned with hauling. But 
Morgan and National have been able to exert enough 
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inlluence to keep oili er haule rs out of the marke t. Many 
con tes ted l'ilings occur when haule rs formerly leased under 
Morgan or National decide to provide their own service and 
have their former clients testify that adequate service is no 
longer heing provided. However , the Railroad Commission 
is aware of their former association with the interstate 
hauler, and in most cases will reject contested application 
if th e current haukr is providing the service. 

A Question of Restrictive Certification 

Probably the most recurrent problems are engendered by 
deficiencies in the statutes regulating the transportation 
industry in Texas. 

Dissatisfaction with these statutes is primarily aimed at 
the Motor Carrier Act , which has been criticized as 
imprecise, repetitive , and generally poorly drafted. The Act 
fails to differentiate precisely the prerequisites necessary to 
obtain a certificate of "convenience and necessity." More
over , the Act does not provide the Railroad Commission 
with a procedural apparatus for transfer or certificate 
amendment cases. Since most changes in the statute have 
been designed to serve some special interest or to nullify 
the effect of a judicial interpretation that has been 
unsatisfactory to some interest groups, subsequent arnend
men ts have increased ambiguity instead of clarifying the 
Act. (Texas Law Review, 1969) 

COSTEP in South Texas recommended investigation of 
California's permitting system as an alternative to the Texas 
method. Texas currently imposes on all common, contract, 
and specialized motor carriers the burden of proving public 
convenience and necessity when applying for operating 
authority. COSTEP alleged that motor-carrier authority was 
received in California on a bidding basis, which necessitated 
using the authority granted, or someone would bid it away. 

The California Public Utilities Commission denied the 
existence of permit bidding, but described the system 
rather as having two kinds of authority. The first is similar 
to the Interstate Commerce Commission (ICC) authority, 
with the carrier requiring a certificate of public convenience 
and necessity. The other authority is for trucking permit 
carriers, with the carrier required to prove only fiscal 
responsibility, not convenience and necessity. No special
ized motor-carrier authority, requiring proof of public 
convenience and necessity, exists distinctly from the first 
two. California has irregular route carriers which are the 
same as specialized carriers , some requiring certificates of 
public convenience and necessity but most requiring only 
permit authority. Both permit and certificated carriers pay 
$500 in application fee as compared to Texas' $25, which 
would seem to give more of an incentive to use the 
authority. Currently 600-800 certificates and 19,000 per
mits are issued in California. 

An interesting distinction in California's system is that a 

Motor-Carrier Freigll t Industry 

company may have both permit and certificate auth ority , 
but to prevent discrimination in services, the company must 
use its certificate rights in preference to its permit rights 
when both cover the same territory. Although it is much 
easier to obtain a permit, the certificate is normally more 
valuable as it is in Texas , sometimes selling for many times 
its original cost. The distinction between certificate and 
permit authority (common carrier versus contract carrier) is 
similar to that in Texas, with a common carrier applying for 
certain routes and rates and a contract carrier providing 
service to certain shippers. In California, no iimitation is 
placed on the number of shippers a permit is authorized to 
serve, so long as the service is adequate for all shippers 
under contract. 

Mr. Terry Townsend of the Texas Motor Transport 
Association stated that California's unlimited entry is a 
good policy for the shippers. He added , however , that this 
kind of policy causes instability in the transportation 
industry. Most states have regulated entry and rates , which , 
as the spokesman for the trucking industry, Mr. Townsend 
believes is superior to California's system. He is in favor of 
enforcing existing regulations and advocates extending 
regulation to interstate exempt carriers rather than having a 
dual system like California. 

There is much criticism of existing common carrier 
regulations, particularly entry and route restrictions , which 
may cause inefficient operations. Common carriers are 
strictly confined to the conditions of certification which 
detail the routes to be followed, the places to be served, 
and the commodities which can be hauled. Permits to 
contract carriers limit the number of shippers tllat can be 
served and the competition with common carriers. 

Private carrier operations are severely restrained by the 
Federal Government. It is suggested that the Interstate 
Commerce Commission would be happy if private carriers 
were eliminated entirely. (Davis, 1976). Even return hauls 
by private carriers are limited on the theory that, if these 
are merely to fill empty space, ruinous competition will 
result. In contrast, exempt haulers are completely removed 
from ICC authority. The inequity present at the Federal 
level is comparable at the state level. 

Because proposals to deregulate are not acceptable to 
the motor-carrier industry , making entry more flexible 
should be examined to provide the carriers with an 
incentive to haul. A two-phased transportation system is 
envisioned by some researchers with a smaller but ex
tremely important common-carrier system operating suc
cessfully in parallel to a partially regulated private carrier 
system. (Davis, 1976). The common carriers would be 
regulated much as today , in order to protect the small 
shipper, the firm, or geographic region without transport 
alternatives. The private carrier system would be relatively 
larger than it is today and be regulated to protect public 
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sa fe ty and to preve nt unfair or illegal competition with 
common carriers . Private carriers would move goods where 
economic. Common or public carriers would move the rest 
of the goods. There would be no separate distinction or 
specialized or irregular route carrier except, as in California, 
where certain types of specialized carriers would be 
grouped with the public carriers requiring public con
venience and necessity. 

ENFORCEMENT 

The problem of intensifying importance in motor freight 
transportation is the shift to private carriage. Recent ICC 
reports indicate that as much as sixty percent of motor 
transportation moves by unregulated carriers. (Davis, 
1976). Much of this is by private carriage in industry-owned 
or shipper-owned vehicles . A substantial portion of this 
unregulated traffic moves under the Agricultural Com
modities Exemption Clause. The rest is illegal carriage, or 
freight carried by operators in violation of the law. The 
result is apparent- problems of enforcement in transporta
tion regulation are becoming more important. 

Speculation 

A major enforcement problem concerns ineffective 
certificate dormancy and suspension regulations. An area of 
the greatest potential misuse is suspension of a certificate. 
As was mentioned earlier, this method is used by seasonal 
haulers to avoid insurance costs in the off-season. If a 
hauler decides to go out of business temporarily, he 
requests suspension of authority. The suspension should 
expire in six months and is not renewable, but this is not 
enforced by the Railroad Commissioners. According to 
regulation, if no significant reason for the suspension could 
be shown, the certificate was cancelled. Because this caused 
administrative problems and was often a judgmental 
decision , it was not strictly enforced. With the 
passage of the Administrative Procedures Act, the Motor 
Transportation regulations now state that because it is 
inconsistent with public interest for certificated operating 
authority of a common carrier to be suspended for long 
periods of time, thereby depriving the public of authorized 
service found to be required by public convenience and 
necessity , no suspension of such service could exceed six 
man ths, and no successive suspensions would be granted. 

Dormant common-carrier certificates are authorized on 
request from a hauler who for any number of reasons wants 
to suspend his certificate. The Texas Supreme Court has 
authorized this suspended authority, but it is very difficult 
to administer uniformly. Dormancy has a legal connotation 
of inactivity but it is something the Railroad Commission 
must, and has, considered. 

In the case of Brown Express, Inc. v. Railroad Com

m1ss10n of Texas (415 SW 2d 394), the Texas Supreme 
Court held that the Railroad Commission erred in ap
proving transfe r of certificates without affording a hearing 
to protesting carriers who asserted that the certificates 
should be revoked. The protest occurred because of an 
attempt to sell and transfer some certificates which, it was 
proven, were not being operated for such a period of time 
that they were subject to revocation. The hearing examiner 
considered the issue purely a hearing on ~ale and transfe r 
and not involving the question of dormancy. Procedures 
indicated that the Commission conditioned its approval of a 
transfer application upon proof of the good standing of the 
certificates at the time of the transfer. This proof consisted 
of a routine check to determine whether the applicant had 
maintained insurance and properly registered its equipment. 
Whether the certificates had been operated properly was 
not investigated. The Commission had determined that, 
once convenience and necessity were proven , they did not 
need to be proven again regardless of how many times the 
certificate was resold . 

With the passage of the Administrative Procedures Act 
of 1975, the Division 's regulations state that all common
carrier motor carriers, other than specialized carriers who 
do not have dormancy authority, are required to provide 
authorized service on a regular , consistent , and pre
scheduled basis. Any proposed sale, lease, or transfer will be 
disapproved and denied in whole or in part by the 
Commission if the applicants fail to show that the vendor, 

• lessor, or transferor has performed the full and complete 
common-carrier motor-carrier services authorized by the 
certificate or certificates involved. If authorized operations 
have ceased to occur by virtue of dormancy, this shall be 
stated in the application. The right to operate under 
certificates which have become dormant and of little or no 
competitive significance is a right affected with the public 
interest. Carriers who actively serve the public at the same 
points and along the same routes should normally be 
protected against re-institution of competitive service that 
has been voluntarily discontinued by other certificate 
holders. 

Resale is another area of possible speculation. The 
certificate of convenience and necessity is a valuable 
authorization. The resale price depends on market value. 
This often exceeds the original filing fee. The Railroad 
Commission must be informed when such transactions 
occur, but convenience and necessity does not have to be 
proven again . 

A common method of speculation is bankruptcy , where 
the certificate is sold at public auction. A speculator can 
buy the permit and sell it at market price, if the speculator 
knows his price is higher than the price which he paid, or he 
can use it himself. Again , the purchasor does not have to 
prove convenience and necessity because that has already 
been established. 
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Hot Hauling ADMINISTRATNE PRACTICES 

At issue with th e mobile-home haulers is enforcement 
th rough in spec tion s by the Department of Public Safety. 
The overwhelming complaint of licensed haulers is 
"competition " with the illegal, or hot haulers . A certificated 
intrastate hauler has shown necessity for providing the 
service and must comply with the Railroad Commission's 
aut hority : buying insurance, posting bond, and being 
sabject to regulated rates. The illegal hauler does not have 
to provide insurance and is not restricted to service regions. 
It has been alleged that 50 percent , at least, of the 
mo bile-home hauling business in Texas is illegal. Hot 
hau ling is not confined to those without motor-carrier 
authority. Carriers with authority may charge below the 
rate, and may insure their cab but not the mobile home , 
thus deceiving the public. 

Wha t can be done about illegal hauling? The Weight and 
License Division of the Department of Public Safety should 
con trot the illegal transport by physically examining car
riers on the road for proof of proper authority . But traffic 
exceeds the capacity of law enforcement. Also, different 
regions in Texas vary in levels of enforcement. 

In 1953, Texas enacted a separate statute to strengthen 
enforcement of the Motor Carrier Act. Prior to 1953, a 
hau ler could have any number of leases under contract and 
when checked by the Department of Public Safety officers, 
he would exhibit that lease he happened to be using at the 
time. Contract carriers had almost as much authority as 
common carriers without an obligation to file copies of the 
leases, which would inform the Department of Public 
Safety which carriers were leased to specific local operators. 
With the passage of the Texas Lease Law, each person 
operating a leased vehicle (anyone other than the registered 
owner) was required to file a copy of the lease with the 
Department of Public Safety. The Department prohibits 
more than one lease on file at a time. This statute, in 
conjunction with the five-shipper maximum allowed for 
con tract carriers, enables the Railroad Commission to 
monitor authorized con tract carriers to know how much 
equipment is being leased to each one. Because leasing is 
one of two transactions not requiring proof of public 
convenience and necessity, it was imperative that a check 
be used which would prohibit unlimited leasing be pro
hibited and effectively enforced. 

A problem resulting from the leasing statute concerns its 
exceptions. Vehicles without drivers, rented through bona
fide rental companies (for example, U-Haul) and all trailer
type vehicles, and vehicles used exclusively to transport 
household goods, used furniture and equipment, or liquified 
petroleum gas need not file leases with the Department of 
Public Safety. 

Discussion of administrative practices will be prefaced 
by acknowledging that in any governmental agency some 
problems of efficiency and accessibility will emerge. Also, 
groups will tend to blame their problems on the most 
visible agency , in this case the Railroad Commission . From 
the other side, every agency will define its activities in the 
most favorable terms, so a researcher can only record these 
differing points of view and leave the reader to judge. In a 
quasi-judicial agency , where timeliness and goo~ judgement 
are essential to those serviced, it is important to point out 
areas for agency self-evaluation. 

Efficiency 

The 84th Annual Report of the Transportation Division 
of the Texas Railroad Commission (June 2, 1974) listed the 
following types of motor carrier~ regulated: 

Specialized motor carriers 1,563 
Contract motor carriers 166 
Common-carrier motor carriers 142 
Exempt haulers 4,850 

Because of these large numbers of clients , plus the 
unknown number of applicants and contestants , the Com
mission must process paperwork with a minimum of delay 
for carriers whose existence depends on service legitimized 
by its carrier authority. Of 82 budgeted positions in the 
Transportation Division , 71 are currently filled. Also, the 
Division operates with 19 field staff with responsibility to 
see that carriers are complying with the authorized rates. 
Field offices are located in Dallas , Kilgore , Corpus Christi, 
Houston, San Antonio, Midland, Abilene , Lubbock, and 
Pampa. The Commission employs three examiners to hear 
certificate applications. 

Within the last year, under the direction of Mr. James 
Cowden, the Transportation Division has been converting 
to computer systems. This system is not fully implemented. 
An example of potential application is dockets for con
tested and non-contested cases. The current schedules are 
arranged manually. A cancellation necessitates rearranging 
the schedule and wasting time. Computerizing the system 
would hopefully improve the en tire scheduling process. 

By mid-summer of 1979 a video terminal system, keyed 
by a truck's license plate number, will be in effect to 
provide regulatory information on trucks in Texas . If, for 
instance, a highway patrolman spotted a truck on the road 
and wanted information on it, he could patch into the 
Railroad Commission and, by identifying the license plate 
number , could receive information on the truck's company, 
type of permit, and other enforcement data . 

Will computerization improve substantially the current 
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regulatory lag , the time it takes for routine processing of 
the application and rendering a decision? Some say no. The 
argument is that a regulatory lag exists not necessarily 
because of procedure , but because the due process of 
administrative procedure is necessary to protect the public. 
Computers can improve the mechanics of paperwork, but 
the Railroad Commission claims that legislation in other 
areas has added one week in processing applications. 
Specifically, the Open Meetings Act, Article 6252-17, 
V ACS, adds seven days to the administrative process. 

Texas Lease Law 

A second administrative problem concerns the current 
status of lease files. The Department of Public Safety 
requires a filing fee of $1 for each commercial motor 
vehicle or truck-tractor listed in any lease. The Department 
records approximately 150,000 active long-term leases on 
file and processes approximately 2,000 leases per week. 
Cancellation of any lease which has been filed with the 
Department of Public Safety must be accompanied by a 
release fee of $1 per vehicle and a written request. Many 
leases were established for indefinite periods, so the 
Department does not know when to purge the files. 

Adversary Process Versus Independent 
Investigation 

The adversary process, through which each interested 
party presents facts favorable to his position, has been 
generally accepted by the Transportation Division as the 
best method for providing the trier of fact with all the 
information relevant to a fair decision. (Texas Law Review, 
1969). 

Fact-finding through adversary process may depend 
upon the ease with which either party is able to present 
convincing testimony that there is, or is not, need. Shippers 
who desire increased competition among carriers for the 
shippers' traffic will gladly testify on behalf of the 
applicant that their business requires additional common
carrier service. Since most carriers have, on occasion, 
supplied unsatisfactory service such as lost, delayed, or 
damaged shipments, it is not difficult for the applicant to 
uncover specific examples to illustrate that the existing 
carrier has failed to fulfill the shippers' needs. 

On the other hand, shippers whose primary concern is to 
maintain harmony with existing carriers will testify that 
there is no need for the proposed service. 

Because of the ease with which conflicting testimony 
can be accumulated, hearings often represent an attempt by 
both parties to create a cumulative impression in the mind 
of the examiner. A financially-able party occasionally may 
introduce the testimony of several hundred witnesses. The 
smaller carrier, however, is at a disadvantage to the 
resourceful carrier in the number and types of witnesses 

that he is able to offer. Consequently , the adversary system 
in addition to permitting a less than objective presentation 
of the facts, is unnecessarily time consuming and is often 
detrimental to the interests of the smaller carrier. (Texas 
Law Review, 1969). 

Although this is not to suggest that the adversary 
procedure be abolished completely, an independent fact
finding procedure could lead to more reliable conclusions. 
The Railroad Commission need not depend solely on the 
litigants' self-serving expositions of the public need, but 
instead rely more often upon independent investigation . 
The Transportation Division has the power to subpoena 
witnesses, obtain relevant documents, and conduct investi
gations, but does not have the personnel necessary to 
institute independent investigations in every case. With this 
investigative authority, the Commission could within the 
limits of its manpower strength, be more sensitive to the 
possibilities for distortion and manipulation of the facts, 
and could assure that issues are decided for the benefit of 
the public rather than for the benefit of the more affluent. 
(Texas Law Review, 1969). 

LEGISLATIVE DISCRETION 

Regulation versus Deregulation 

It is often claimed by the critics of regulation that entry 
control stifles competition between carriers, and that one 
of the results of reduced competition is that it removes the 
stimulus of free enterprise, thus slowing down technological 
progress and the incentive to improve the service by 
protected firms. In addition, it is argued that regulatory 
agencies tend to squelch service innovations, especially if 
the proposed changes would materially affect the competi
tive situation. (Davis , 1976) . . 

The question confronting the transportation industry in 
Texas is whether regulation is necessary, and if necessary , 
what form and degree of control would be most beneficial 
to the public. The position has been espoused that strict 
regulation, although necessary in the days of the populist 
movement and probably required during the Depression , is 
no longer in the best public interest . (Texas Law Review, 
1969). Since regulation may cause misallocation of trans
portation resources through the maintenance of artificial 
rate levels, entry controls, and over-particularized certifi
cates of convenience and necessity, some people contend 
that maximum efficiency and productivity can be achieved 
only by a return to unregulated competition in a free 
market. (Texas Law Review, 1969). 

Another perspective is that, although regulation may not 
provide perfect allocation of transportation resources, the 
effects of deregulation might be even worse. The primary 
fear, expressed by industry officials , is that larger motor 
carriers, free from regulation, would engage in ruthless 
price-cutting which would eliminate competition. After the 
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larger carriers had es tablished monopolistic power , rural 
an d small-quan tity shippers would be deprived of services. 
Federal and state an ti trust laws, inter-modal competition , 
and increased private carriage may eliminate the seriousness 
~f the monopoly threa t. (Texas Law Review, 1969). 

The regulation-deregulation issue discussed here is in
te nded to explore the role that the Railroad Commission 
should play in the conflict. As has been evidenced by the 
problems discussed, the Commission has wide discretionary 
power under the ex isting statutes. It appears that the 
Legislature's purpose in imposing few statutory limitations 
upon the Commission's power was to allow it to determine 
the degree of regulation which is necessary to protect and 
promote the public interest. Within the present statutory 
framework, entry controls could be substantially liberalized 
by a redefinition of "public convenience and necessity ." 
(Texas law Review, 1969). 

Specific Authority of the Texas Legislature 

The Railroad Commission was established by the Legis
lature in compliance with the Constitutional mandate to 
"correct abuses and prevent unjust discrimination and 
ex tortion in the rates of freight and passenger tariffs on the 
different railroads in this state." (Texas Constitution , art. 
X, sec. 2). The Motor Carrier Acts in 1927 and 1929 
brought motor buses and trucks under regulation. Other 
than the Constitutional article establishing the Commission 
md its three elected commissioners, the regulatory process 
for motor carriers is defined by statute or regulation, 
providing no constitutional bar to further legislative action. 

Interstate haulers are authorized by the ICC through the 
Federal Motor Carrier Act and thus removed from state 
regulation. Common carriers must file a copy of their ICC 
authority with the Texas Railroad Commission if they plan 
to transport into the State. The Railroad Commission does 
not regulate , but acts as a police power, requiring sufficient 
insurance and equipment registration. Interstate agriculture 
commodity carriers are exempt from ICC regulation. 
(Federal Motor Carrier Act, sec. 203(b) (6)). These carriers 
must make application to the Texas Railroad Commission 
fo r transporting into the State , in addition to filing proof of 
insurance and registering their equipment. 

The majority of the recommendations concerning 
motor-carrier entry involve incremental legislative action: in 
some 'Cases tightening regulations ; in others, enforcing what 
already exists. For the incremental improvements , it may 
be necessary to elevate some regulations to statutory level , 
to emphasize the importance of their enforcement. 

1 t may be necessary to recodify the Motor Carrier Act 
itself, since it does not consider intermodal transportation 
regulation. This recodification may foster economic growth 
by preventing favored economic regulations which the 
mo tor carrier enjoys and which have resulted in the 
dwindling use of the railroad. 

MOTOR-CARRIER CERTIFICATION 

Alternatives 

• Re-examine the dichotomy of interstate and intrastate 
policies in agricultural hauling to see whether intrastate 
regulation , coupled with interstate exemption, places Texas 
producers and shippers at a competitive disadvantage in 
serving certain markets. 

• focrease filing fees on certifica tes and permits as a 
disincentive to those buying authority but not intending to 
use it ; and incidental to its primary purpose , the increase 
will provide more funds in the Division's operating budget. 

• Provide a seasonal permit available to transporters of 
agricultural commodities to release them from off-season 
permit obligations. 

• fovestigate the advantages of a dual permitting 
system- like California's- with a smaller fleet of common 
carriers and many more contract, semi-private carriers. 

· fovestigate the possibility of liberalizing entry controls 
by redefining public convenience and necessity. Should the 
Commission be allowed to use its wide discretionary power 
to determine the degree of regulation which is necessary to 
protect and promote the public interes t? 

Preferred Alternatives 

Agricultural hauling has been heavily researched and the 
first alternative initially recommended by the Texas Trans
portation Institute in its research on the supply of motor 
trucks available for the movement of Texas agricultural 
commodities. The inequity of interstate and intrastate 
policies has made the Valley more inaccessible than the 
Florida and California markets. To improve the plight of 
the Texas agricultural hauler , it will be necessary to examine 
how disparate the dichotomy actually is. 

The current certificate fee for intrastate common car
riers, contract carriers, and specialized carriers in Texas is 
$25. In California, by contrast, the certificate and permit 
fees are $500. Raising the fees would be an easy way to 
deter buyers from holding, and not using, their certificate 
authority. However, if the buyer was not deterred from 
speculating with authority by a price increase, then any 
penalty or additional enforcement would further constrict 
the profitmaking ability of the authorized carrier. 

A seasonal permit is a third preferred alternative because 
it would alleviate the burden of requesting the Commission 
to suspend authority, notifying the insurance company and 
reversing the process when authority is needed again. 
Agricultural certificate dormancy would then be precluded, 
and dormant certificates other than for agricultural com
modities could be identified more easily. 

It is difficult to recommend an alternative for liberaliz
ing entry controls. Changes in these controls would have 
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much more impact than simply raising the filing fee or 
initiating a seasonal permit. However, the idea of less
restrictive controls cannot be ignored because transporta
tion inefficiency has been under attack, and restricted 
controls are considered by many to be inefficient. Greater 
flexibility does not have to result in deregulation. 

ENFORCEMENT 

With the increase in private, exempt, and illegal haulers, 
enforcement must be strengthened to provide the public 
with a safe and stable industry. The problems which have 
emerged are: ineffective certificate dormancy and suspen
sion regulations, the existence of hot haulers in the mobile 
home transport industry, and the inability to enforce the 
Texas Lease Law against those exempted from its author
ity . 

Alternatives 

· Tax a percentage of the price increase on certificate 
resale. Currently the Railroad Commission gets 10 percent 
of any resale to be deposited in the Highway Fund. 

· Further strengthen the suspension regulation by 
saying, similar to California's regulation, "that any oper
ating permit not exercised for a period of one year shall 
lapse and terminate." (Art. 3, sec. 3573, California Public 
Utilities Code). 

· For common and contract-carrier mobile-home 
haulers, proof of authority should be required before 
issuing any one-trip, extra-legal permits. 

• For private mobile-home haulers who do not require 
any Commission authority but whose vehicles are to be 
registered with the Commission, crosschecking this regis
tration with the request for extra-legal permits will provide 
an indication of how often various private haulers transport 
mobile homes. Anything out of the ordinary could be 
reported to the Department of Public Safety officers for 
investigation. 

· Examine ways to require carrier authority for those 
exemptions provided in the Texas Lease Law to prevent 
their potential illegal misuse. 

· Collect data to define exactly what is meant by illegal 
hauling and to determine the extent to which illegal hauling 
exists. 

Preferred Alternatives 

Two intrastate mobile-home haulers interviewed suggest 
that when haulers purchase special permits, as in trans
porting extra-wide or extra-heavy loads, they should be 
required to show their motor-carrier authority. If, when 
purchasing these special permits, the Highway Department 
asked for verification of motor-carrier authority, the 

certificated haulers feel this procedure would deter many of 
the illegal haulers from operating. 

However, the hot haulers have another way of providing 
service through transferring the mobile home title from the 
owner to themselves and back again to the owner. There is 
no known regulation for this problem. However , even 
private haulers must be certificated by the Railroad 
Commission, so again checks could be made on their 
authority as a title is transferred. 

The preferred alternative suggests that hearings should 
be conducted throughout the State to determine the extent 
of the hot hauling problem and areas particularly affected. 
One Texas mobile-home hauler suggested that, if some 
assistance were not provided to those saddled with the heavy 
insurance costs and restricted Railroad Commission rates , 
he would strongly consider recalling his authority. This 
kind of problem may be larger than is recognized at 
present, and public hearings may help bring these problems 
to light. 

ADMINISTRATIVE PRACTICES 

Timeliness and professional judgement are essential to 
the administrative practices of a quasi-judicial agency, such 
as the Texas Railroad Commission. Computers are being 
implemented in the Transportation Division to improve 
procedural efficiency, but problems still exist with the 
Texas Lease Law's resulting paperwork and the information 
gathering necessary to render fair decisions in applicant 
hearings. 

Alternatives 

· Monitor the computerized system once it is com
pletely installed to determine what improvements , if any , 
have been made . 

· With the completion of the computerization of the 
certificates and permits, a more effective and efficient 
crosschecking can be made of carriers, resales, and author
ity no longer in existence. 

· Improve the effectiveness of the Texas Lease Law by 
purging Department of Public Safety files of all unused 
leases, perhaps with penalties assessed to those who do not 
remove their equipment from the list , or perhaps by 
eliminating the release fee of $1 per vehicle. 

· Enact a statutory amendment to cancel leases if not 

used within one year. 
· Evaluate the feasibility in manpower, cost, etc., for 

incorporating fact-finding or independent investigations 
into the current adversary hearing process. 

• Investigate alleged Commission bias against the small 
carrier applicant vis-a-vis the larger carrier. 
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Preferred Altematives 

To improve the paper lag caused by carriers' reluctance 
to cancel their leases with the Department of Public Safety , 
the third of these alternatives is preferred. A question arises 
as to whether penalizing carriers would be effective if the 
existing $1 release fee per vehicle is already too prohibitive 
a price. Perhaps doing away with the fee would save more 
money by being efficient than would collecting the $1 per 

vehicle. 
The second preferred alternative deals with the fact

finding process. Someone, be it the hearing examiners, the 
Commissioners, or the legislators, should determine exactly 
what would comprise fact-finding or independent investi
gation and how much money, time, and effort could be 
used to develop this addition to the adversary process of 
determining public convenience and necessity. 
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CHAPTER IX 

TRANSPORTATION AND THE ECONOMIC 
DEVELOPMENT OF SOUTH TEXAS 

SUMMARY 

Because of the interrelationship between transportation 
and economic development in South Texas, legislation 
should be enacted to authorize and finance the Greater 
South Texas Cultural Basin Commission to plan, coordinate, 
and develop a unified, multi-modal freight transportation 
network in the South Texas area. 

Assumptions underlying this recommendation are: 

The State has an active interest in the economic 
development of its geographical regions. 
Economically-developed areas tend to have a greater 
local tax base and contribute to state revenues. 
Transportation service is a major factor in the 
economic development of an area. 
South Texas is in need of further development, and 
freight transportation service is considered an essen
tial element thereof. 
Centralization of freight volume can improve trans
portation service in South Texas. 
Multi-modal terminals can centralize freight volume, 
increasing quality of service and reducing transporta
tion costs. 

INTRODUCTION 

Transportation is a major factor in economic develop
ment of the South Texas region. Industrial and agricultural 
development has suffered from high costs of freight 
shipment, due to the region's distance from intrastate and 
interstate markets. 

The South Texas region encompasses 40 counties. 
The principal marketing center is San Antonio. This study 
concentrated on Cameron, Hidalgo , and Willacy counties. 
These counties are the poorest in Texas, and yet ·are the 
major source for citrus and vegetable production in the 
state. 

In 1972, the Texas Highway Department's Road Inven
tory showed the Lower Rio Grande Valley counties with a 
total of 4,308 road miles. County roads and streets 
accounted for 3,162 road miles. The Lower Rio Grande 
Valley counties have no interstate road miles. 

Railroad service into the Valley is provided by the 

Southern Pacific and the Missouri Pacific Railroads, via 
approximately 281 miles of track. In a 1973 study prepared 
by the Texas Transportation Institute for the Division of 
Planning Coordination, Texas Governor's Office , it was 
found that this rail system was operating at approximately 
20 percent of capacity. Citrus shippers and local officials 
in the area report that consolidation of service and reduc
tion of duplicative railroad tracks may improve service and 
reduce the cost of shipment. 

The Lower Rio Grande Valley counties are serviced by 
22 airports. Eleven are private; only three public airports
Brownsville, Harlingen, and McAllen- are large enough to 
provide sufficient commercial service. San Antonio has the 
airport in the South Texas region with the most extensive 
facilities. Most air freight to and from the Valley is 
transported by truck to and from San Antonio . 

There has been practically no transportation research 
done in the South Texas area. In addition , secondary 
data sources do not furnish data in sufficient detail 
on a regional basis . Also , the entire area of intercity 
goods movement is characterized by a dearth of 
reliable information. (Lamkin, 197 5) . 

Thus, absence of solid information has inhibited incisive 
analysis of the region's transportation needs. 

For this study, interviews were conducted with indivi
duals in South Texas and Austin , and other relevant 
research was examined in order to define the transport 
problems in South Texas. 

PROBLEM: Inadequate Freight Transportation 
For The Region 

Summary 

Rail service in the Valley has continued to decline. Air 
freight service to and from the Valley lacks the concentra
tion of freight to be commercially effective. The South 
Texas region has no single planning organization that can 
plan, coordinate, and develop a unified transportation plan. 

Problem Definition: Air Freight 

The lack of air freight service directly into the Lower 
Rio Grande Valley has increased the cost of air freight of 
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Vall ey products. Goods first must be shipped by truck or 
rail to San Antonio to rece ive air freight service . Similarly , 
air frei ght to the Valley must be trucked from the San 
Antonio airport. 

Presently, the Lower Rio Grande Valley counties are 
se rved by three small airports mentioned earlier. The main 
passenger airport has been located in Brownsville. In recent 
years . Harlingen's passenger service has increased dramat
ically with the advent of Sou th west Airline's service. Yet , 
there is not sufficient freight volume at any of the three 
airports to warrant quality air-freight service. 

Planning for a regional airport , which may provide 
air-freight service , has encountered difficulties. Information 
from the Lower Rio Grande Valley Council of Govern
ments and the Council for South Texas Economic Progress 
reveals that jurisdictional jealousies among the principal 
cities (Brownsville, Harlingen , and McAllen) have tempo
rarily halted planning of the regional airport. Each city feels 
the airport should be located within its jurisdiction. A 
spokesperson for the Council of Governments stated that it 
appears that the airport would be planned for Harlingen , if 
all parties could agree. Harlingen is approximately halfway 
between Brownsville and McAllen. 

Problem Definition: Rail Freight Service 

Inadequate railroad service has caused many shippers to 
use alternative means of transportation. A recent study 
Lamkin, 1975) found that the railroads servicing the 

Lower Rio Grande Valley were operating at approximately 
20 percent of capacity. 

Presently , the counties of the Rio Grande Valley are 
served by the Southern Pacific and Missouri Pacific Rail
roads. To increase capacity and to reduce duplication, 
railroads and local governments are attempting to develop a 
railroad abandonment plan . In the period from 1964-1974, 
rail freight has steadily declined in the percentage of fresh 
fruits and vegetables shipped: 

TABLE IX-1 

SHIPMENT OF FRESH FRUITS AND VEGETABLES 

Rail Truck 
Season (Percentage) (Percentage) 

1964-1965 44.8 55 .2 
1965-1966 36 .0 64.0 
1966-1967 39.4 60.6 
1967-1968 38.4 61.6 
1968-1 969 38.7 61.3 
1969-1970 30.1 69.9 
1970-1971 26.3 73.7 
197 1-1 972 20.l 79.9 
1972-1 973 20.6 79.4 
1973-1 974 18.6 81.4 

DeJ1e/opme11t of Sou th Texas 

Few manufactured goods are shipped by rail. Complain ts 
by growers' associations and a few manufacturing industries 
concern poor rail service (White , 1975). In most cases , rail 
freight rates are lower than motor carrier rates, though rail 
rates are higher in South Texas than other regions. Users of 
rail movement may tolerate high rail rates, but cannot 
patronize poor service. Railyard exchanges (the movement 
of one boxcar from one locomotive to another) may take 
up to a day-and-a-half, an unacceptable delay to shippers. 

Railroad abandonment plans would close some low
density spurs and provide joint use of some existing tracks. 
A plan would relocate tracks out of downtown Brownsville 
to relieve city congestion. The tracks would be moved east 
to the Port of Brownsville, as would the Mexican National 
Railroad, making the Port of Brownsville the first multi
modal terminal in the area. The plan will have to be 
approved at the Federal level. However, the State can 
provide technical assistance and support to the local efforts. 
Various environmental impact statements must be com
pleted before the plan can be approved at the Federal level. 
The City of Brownsville has been working on this relocation 
plan for approximately four-and-a-half years. 

Problem Definition: Planning 
in the Region 

There is no single organization that can plan, coordinate, 
and develop a unified transportation plan for South Texas. 
Regional governments cannot develop plans for an area 
greater than its boundaries. Existing service is not coor
dinated; present freight traffic is highly dispersed. This 
reduces service quality and may contribute to higher costs. 
Multi-modal freight terminals situated throughout the 
South Texas region might allow an accumulation of freight 
conducive to improved service and rates. For example, if a 
number of small shipments can be accumulated at a central 
point, all going to the same destination, containers can be 
loaded and delivered to the points of destination. This 
would alleviate exchange-time loss when small, independent 
shipments must be repackaged several times. 

The Greater South Texas Cultural Basin Commission was 
formed by the 63rd Texas Legislature. Its mandate extends 
to the 40-county area of South Texas. Its function is: 

to foster surveys and studies to provide data required 
for the preparation of specific plans and programs for 
the development of such cultural basin; 
to advise and assist the governor in the coordination 
of regional councils of governments , in order to 
promote maximum benefits from the expenditure of 
Federal , State , and local funds; 
to prepare legislative and other recommendations 
with respect to short-range and long-range programs 
and projects ; 
'to conduct and sponsor investigations , research and 
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studies including an inventory and analysis of the 
resources of the cultural basin, and in cooperation 
with Federal, State , regional, and local agencies, 
sponsor demonstration projects designed to foster 
cultural basin productivity and growth; and 
to make additional recommendations to the legis
lature . .. (Texas Civ. Stat. , art. (4413)(32d)l-14) . 

Interviews with staff members of the Greater South 
Texas Cultural Basin Commission suggest that the Commis
sion does not have explicit legislative authority to become 
involved in transportation programs. Commission staff do 
feel that the transport factor in economic growth of South 
Texas has received little attention . 

RECOMMENDATIONS 

The major recommendation is to enact legislation to 

authorize and finan ce the Greater South Texas Cultural 
Basin Committee to plan , coordinate , and develop a 
unified , multi-modal freight transportation network in the 
South Texas area . High priority areas are : 

conducting a study to provide primary information 
on the flow of goods entering and leaving the South 
Texas area; 
assisting regional councils of governments and cities 
in developing effective railroad abandonment and 
relocation plans that incorporate the use of multi
modal freight terminals, and serve the regional inter
ests; and 
·assisting areas in South Texas in developing regional 
airports, i.e., a Rio Grande Valley regional airport . 
which would provide needed air freight service for the 
economic development of the area. 
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