
In 1956 President Dwight Eisenhower signed the Federal-Aid Highway
Act, creating the Interstate Highway Program, the largest public works pro-
gram in our nation’s history. But today, a decade after the completion of this
vast network of highways, the country’s transportation policy is languishing.

At its creation, the public agreed that this immense federal program was
essential for the health, prosperity, and economic competitiveness of the
nation. A sense of purpose and clear intent drove the program—to
strengthen national defense, improve access to rural places and between
cities, to create jobs and economic opportunity. The result has been the lit-
eral transformation of American life.

Congress wrestled with the program in the 1990s with passage of the
Intermodal Surface Transportation Efficiency Act (ISTEA) in 1991 and the
Transportation Equity Act for the Twenty-First Century (TEA-21) in 1998.
These two key laws offered a new framework for thinking about transporta-
tion by assuring states and metropolitan areas of specific levels of funding
and giving them the flexibility needed to design transportation mixes that
met their needs. Spurred on by these reforms, a small but increasing num-
ber of states and localities began indeed to experiment with a more balanced
mix including expanding and preserving highways, addressing the needs of

1
Transportation Reform
for the Twenty-First Century:
An Overview

Bruce Katz and Robert Puentes

3

2906-01_CH01.qxd  6/29/05  4:38 PM  Page 3



older and newer communities, and deciding between building roads or
enlarging public transit systems.

Transportation challenges remain, however, despite the revolutionary
changes in policy adopted at the federal level. For that matter, many would
contend that these challenges are worse than ever. Traffic congestion has
increased. It has become a way of life in nearly every major metropolitan
area and lasts well beyond the traditional rush hours. While congestion is
increasing, air quality continues to worsen, raising serious health concerns.
The transportation network is also aging. According to the U.S. Department
of Transportation, about a quarter of the roads in urban and metropolitan
areas are rated as poor or mediocre, and nearly a third of urban bridges are
rated structurally deficient or functionally obsolete.

Transportation investments continue to have a profound impact on the
pace and shape of metropolitan growth. Currently, the federal surface
transportation law does as much as any cluster of programs to influence
the spatial form and social fabric of our cities and suburbs. Most notably,
a growing body of research based on actual investments clearly shows that
major highway projects do not necessarily create new jobs or spur eco-
nomic growth so much as shift economic activity around a metropolitan
area.1 The result is that cities and older suburbs frequently look on help-
lessly as commercial strips decline and infrastructure crumbles while
growth follows new public investments in highways out to the suburban
fringe. The extension and expansion of highways truly is what the late
Daniel Patrick Moynihan called it: part of the federal government’s hid-
den urban policy.2

Some urban thinkers and policymakers, like the late Senator Moynihan,
have long recognized that so many of our country’s challenges (transporta-
tion, environment, poverty, crime) cross the borders of political jurisdic-
tions. As such, they can only be addressed meaningfully on a regional or
metropolitan level; individual communities are generally too small and do
not have the scope or scale to deal with these well-entrenched issues effec-
tively. That message is starting to resonate as many metropolitan areas have
begun the difficult process of reassessing transportation plans. Metropoli-
tan devolution in the transportation arena has, in turn, sparked renewed
interest throughout the country in broader metropolitan thinking and
action.3 But federal transportation laws are still deficient in many ways, and
the implementation of the nascent reforms has not been uniformly positive.
The nation continues to desperately need a frank and vigorous debate over
the future of transportation policy.
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To stimulate and inform such a discussion, the Brookings Institution
Metropolitan Policy Program (then the Center on Urban and Metropolitan
Policy) began in early 2003 to issue a series of papers designed to assess
transportation reform. The series sought to frame the federal transportation
policy debate around the most pressing challenges facing the nation’s cities,
suburbs, and metropolitan areas and to provide options for reform so pol-
icymakers could build on the progress and momentum of earlier trans-
portation laws. But beyond the federal debate, the papers laid out an agenda
that responds directly to those responsible for putting transportation policy
into practice—especially leaders on the state, metropolitan, and local levels.

Those exploratory essays have been updated and incorporated into this
volume and focus on issues most pertinent to strengthening America’s met-
ropolitan areas, raising as well some broader and longer-term policy impli-
cations, such as relieving traffic congestion and improving transportation
access for the working poor and older Americans. Written in the context of
the reauthorization of TEA-21, slated for 2005, they will continue to have
relevance for years to come, even if Congress delays action. This volume
provides a broad understanding of the challenges and informs this and
future debates on transportation reform.

A Metropolitan Agenda for Transportation Reform 

Bruce Katz, Robert Puentes, and Scott Bernstein lead off in chapter 2 by
stressing that the nation’s transportation policy is an agenda also to
strengthen and support America’s metropolitan areas. Outlining the broad
reforms boldly initiated on the federal level, they note that these have not
been uniformly implemented. For that reason, it is incumbent on Congress
to cement and advance the gains achieved in the past decade and respond
more forcefully to the pressing transportation needs of metropolitan Amer-
ica. To that end, they offer a comprehensive policy framework that calls for
a two-step approach to thinking about further reforms.

First, Congress must strive to preserve the innovative framework of
ISTEA and TEA-21 and ensure that states attend to the needs of their met-
ropolitan areas. Federal reforms that place an emphasis on system rehabili-
tation and maintenance, improved operations, and alternative transportation
development should be retained.

Congress, however, also should continue to go beyond earlier reforms.
The authors show how implementation of the reforms appears to have fallen
short of initial congressional intent in many states and metropolitan areas.
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Therefore, Katz, Puentes, and Bernstein argue that to get transportation pol-
icy right in specific regions, Congress must also give metropolitan areas
more powers and greater tools in exchange for enhanced accountability.
This would help resolve three fundamental questions still outstanding as the
federal law languishes:

First, who is in charge of transportation decisions? Current law puts state
departments of transportation in the driver’s seat on transportation decisions.
Incredibly, metropolitan areas make decisions affecting only about 10 cents of
every transportation dollar they generate, even though local governments
within metropolitan areas own and maintain the vast majority of the trans-
portation infrastructure.

Congress needs to overhaul the governance of transportation programs,
recognize the primacy of metropolitan areas, and align the geography of
transportation decisionmaking with the geography of regional economies,
commuting patterns, and social reality. To this end, it should build on
reforms of the 1990s and devolve greater responsibility and resources to
metropolitan entities. These institutions are, after all, in the best position
to use transportation funding in tandem with land use, housing, workforce,
and economic development policies. Such a policy effort should require
that state decisions be tied more closely to the demographic and market
realities of metropolitan areas and the vision and priorities of metropoli-
tan leaders.

Second, what solutions fit the transportation challenges of the modern
metropolis? The current system’s approach to transportation solutions is
narrow and outmoded. Most state transportation departments, for exam-
ple, still believe they can build their way out of congestion. Yet congestion
is a product of many factors: low-density settlement patterns, employment
decentralization, shifting consumption patterns, and market restructuring.
That’s why study after study shows that building more is not the best strat-
egy for reducing congestion.

Congress, therefore, needs to eventually move beyond transportation-
only solutions. ISTEA and TEA-21 made some efforts, mostly ignored, to
integrate transportation decisions with local and regional decisions on
land use, housing, and economic development. Those efforts should be
expanded. At the same time, the new law should encourage the greater use
of market mechanisms—such as tolls and congestion pricing—to ease con-
gestion on major thoroughfares at peak traffic times. For example, the city
of London is successfully experimenting with pricing schemes in the central
business district.
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Finally, how do we make transportation decisionmakers accountable?
Federal transportation programs return more money to state and local gov-
ernments than any other federal initiative involving physical infrastructure.
Yet unlike other state and local bureaucracies that receive federal funding—
state welfare departments, state education departments, local public 
housing authorities—state transportation departments are held to few per-
formance standards.

Congress should, therefore, act to hold all recipients of federal funding to
a high standard of managerial efficiency, programmatic effectiveness, and
fiscal responsibility. To that end, a new framework for accountability should
be developed that includes tighter disclosure requirements, improved per-
formance measures, and rewards for exceptional performance. Congress
also needs to create a transportation system that is more responsive to citi-
zens and business. The more citizens and businesses inform transportation
decisions, the better those decisions will be.

Financing the Transportation System

Perhaps no area of transportation policy generates as much contention,
raises as many questions, or has been the subject of so many intense policy
debates as the financing of the system. However, despite the attention, the
debates and discussion around transportation finance are rather esoteric
and often get caught up in larger conversations about taxes, economic
growth, and equity.

Robert Puentes and Ryan Prince tackle this issue head-on in chapter 3
with a primer and policy discussion about the gas tax. Although the federal
government, every state, and some localities levy this tax, it is still not widely
understood, nor is it a popular focus of policy reforms. This is because there
is much confusion around how the gas tax is imposed in each state, its rate,
and the way it is collected and administered. It is also generally not clear how
the state gas tax revenue is spent. Some states restrict the spending of this
revenue for transportation generally; still others go further and restrict its
use to highways only.

Through their research, Puentes and Prince found that the majority of
highway funds are derived from federal and state gas taxes. State gas taxes
alone made up 20 percent of all highway revenues in 2002 and are the largest
single source of highway funding for the states. But after years of steady
growth, federal and state gas tax receipts have begun to plateau and are actu-
ally declining, taking into account inflation. The authors point to the many
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reasons, including the states’ reluctance to raise gas tax rates, and propose
that this aspect of our nation’s transportation finance structure is ripe for
reform.

Martin Wachs builds on this analysis in chapter 4 by examining the broad
trends in transportation finance. He shows that a complex partnership
among many governmental bodies, continually influenced by numerous
private, corporate, and civic interests, finances our nation’s transportation
system and that the nature of this partnership is changing. Originally offset
by a variety of user fees, such as tolls and fuel taxes, the burden of financing
transportation programs is gradually being shifted to local governments and
voter-approved initiatives. This shift raises interesting issues for public pol-
icy. In the end, Wachs argues that expanded reliance on user fees remains
the most promising way to promote equity and efficiency in transportation
finance.

Several contributors go beyond the question of how transportation is
paid for and examine what states are really doing with those gas tax rev-
enues, including Puentes and Prince in chapter 3, where they note that thirty
states restrict the use of their revenues to highway purposes only. Such
restrictions, they argue, limit states’ ability to finance mass transit, conges-
tion and air quality improvement projects, and other options not related to
highways.

In chapter 5, Edward Hill and his coauthors examine the thorny issue of
how gas tax revenues are allocated spatially—across cities, metropolitan
communities, and nonmetropolitan areas. Their analysis provides further
evidence that the distribution of gas tax revenues within some states (in the
form of transportation spending) appears to penalize cities and urban areas.
Research in several states and metropolitan areas is starting to show that
urban areas often act as “donor regions,” contributing significantly more in
tax receipts than they receive in allocations from their state’s highway fund
or through direct local transfers. Indeed, the geographic distribution of
transportation spending has become an important and heated issue at both
the national and state levels.

In the last reauthorization of the federal transportation bill, numerous
states and constituencies called for a revised system of allocating states’
shares of the Highway Trust Fund—more than 60 percent of which is
generated by the federal gas tax. Some states argued that their shares of fed-
eral transportation dollars should be proportional to the amount of gas tax
revenue they paid into the trust fund. Others wanted their shares deter-
mined by need. In the end, Congress addressed the problem of perceived
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funding inequities between donor and donee states by “guaranteeing” each
state a return of at least 90.5 percent of the share of its contribution to the
Highway Trust Fund. 

Despite the embrace of this funding philosophy at the federal level, sim-
ilar rules do not exist in most states. In Ohio the result is a spatially skewed
pattern of state transportation spending that is essentially anticity and even
antisuburb. In effect, funds are diverted away from the very places that
struggle with the greatest transportation needs and pay the most in gas taxes.

Hill and his team examined the geographic pattern of state transportation
spending in Ohio and found that between 1980 and 1998, Ohio’s highway
dollars were spent disproportionately in rural counties, which received more
funding relative to their transportation needs than urban and suburban
counties. One might assume that counties with high travel demands on its
roads would receive more funds to deal with the resulting wear and tear, con-
gestion, and other challenges to its road network. In Ohio, however, urban
counties consistently took home a smaller share of state highway funds than
suburban and rural counties relative to their amount of vehicle traffic (vehi-
cle miles traveled), car ownership (vehicle registrations), and demand for
driving (gasoline sales). On the flip side, rural counties received more dollars
for each indicator of need than did urban or suburban counties.

At the same time, urban counties in Ohio contribute significantly more
gas tax revenues to state transportation coffers than they get back in return,
essentially acting as donors of transportation dollars to rural county donees.
Gas and vehicle registration levies, in this regard, generate approximately 60
percent of Ohio state highway funds. Of these revenues, a significant por-
tion is redistributed to localities for building, improving, and maintaining
roads. But once again, urban counties fared worse than rural and suburban
counties in comparison to what they paid into the system. Highway spend-
ing in urban and suburban counties matched neither the volume of gas tax
funds generated in those counties nor their levels of transportation need.

Getting the Geography of Transportation Right 

Two major tenets of ISTEA helped strengthen metropolitan areas by dra-
matically changing the manner in which transportation projects are selected:
flexible funding and flexible programs, and the suballocation of funds
directly to metropolitan and local government structures. These changes
were significant. Flexible federal dollars made it possible for decisionmakers
to consider a range of transportation projects that were previously ineligible
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for funding. Metropolitan suballocation changed the decisionmaking body
for a portion of that funding and gave local officials the ability to spend fed-
eral transportation funds based on the unique needs of their region.

In chapter 6, Robert Puentes and Linda Bailey discuss the effect of the
suballocation rule by analyzing spending patterns of state departments of
transportation and metropolitan planning organizations (MPOs). Metro-
politan areas, they contend, require greater control over the transportation
spending so crucial to their dynamism. To support their case, the authors
examine federal transportation policy since the end of the interstate high-
way era and find that only a few federal efforts explicitly serve to strengthen
and support metropolitan decisionmaking.

They highlight four specific programmatic elements of the federal law
that increased the ability of metropolitan areas to make transportation deci-
sions: suballocated Surface Transportation Program dollars, the Congestion
Mitigation and Air Quality program, the Transportation Enhancements
program, and metropolitan planning funds. Although these are important
efforts, they remain quite small, and the authors show how, taken together,
federal law only gives metropolitan areas direct control over 7 percent of
road and bridge funding under TEA-21.

This is disappointing, and Puentes and Bailey highlight important rea-
sons why federal law should place more emphasis on metropolitan areas.
First, local governments within metropolitan areas own the vast majority
of the transportation network. Second, metropolitan transportation plan-
ning and programming is, by law, comprehensive and includes a wide
range of stakeholders. Third, many states continue to penalize metropoli-
tan areas in the distribution of transportation funds. Fourth, states are not
fulfilling the promises of federal law. Last, there is a growing recognition
that it takes more than transportation solutions to address transportation
problems.

They then analyze spending patterns of MPOs and state departments of
transportation and find that the former spend almost four times as much as
the latter on transit investments—a basic local need. In the end, Puentes and
Bailey argue that MPOs should be given direct control over more trans-
portation money but not without first establishing a new framework for
accountability and performance. Just increasing the amount of money these
entities have to spend does not guarantee better decisions. Rather, tying
these increased funds to performance goals such as enhancing accessibility,
improving safety, or mitigating the increase in traffic congestion actually
may do so.
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In fact, MPOs are in a good position to deal with traffic congestion, which
is essentially a regional phenomenon requiring regional approaches to lessen
its negative impacts. Anthony Downs has literally written the book on metro-
politan traffic congestion. Actually, he has done it twice with Stuck in Traffic
(1992) and Still Stuck in Traffic (2004).4 In these landmark publications,
Downs examines the benefits and costs of various anticongestion strategies.

In chapter 7, Downs and Puentes examine the governance options
needed for regional action and the conditions required to implement such
policies. They make the case that traffic flows are regional in nature, not local
or statewide. Only the coordination of transportation improvements with
land use planning on the regional or metropolitan level could result in the
most rational policies toward congestion. That is one of the reasons Con-
gress established MPOs in the first place: to oversee surface transportation
planning in major metropolitan areas.

But MPOs are not the only regional institutions that can carry out effec-
tive anticongestion policies. Downs and Puentes cite several examples
throughout the country of other institutional arrangements, ranging from
full metropolitan governments to single-purpose regional agencies and
from voluntary governmental coalitions to public-private partnerships.

In the end, Downs and Puentes offer a sobering assessment of the poten-
tial for comprehensive, regionally based strategies for attacking traffic con-
gestion as they conflict with deeply embedded attitudes favoring fragmented
local governance over land uses. However, he seems convinced that the time
has come to reexamine these obstacles and that ultimately broad regional
solutions are inevitable.

Meeting Societal Needs in Transportation

Of course, transportation policy and spending is not just about building
projects and moving vehicles. One of the most serious problems with the
transportation debate so far has been the lack of focused and sustained
attention to two of the nation’s most pressing transportation challenges:
transportation access for working families and mobility for the elderly.

To work, low-income adults need to get to work. However, traveling to
jobs is frequently easier said than done, particularly for those without access
to fast, reliable transportation. In almost every city, automobiles remain the
fastest and most reliable way to get around. Moreover, the continuing
decentralization of population and employment has exacerbated the isola-
tion of many low-income families who lack reliable auto access.
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In chapter 8, Evelyn Blumenberg and Margy Waller examine the serious
transportation challenges facing low-income workers as they seek employ-
ment. Central to the argument is research evidence showing that the work-
ing poor require a range of transportation services to enhance their
economic outcomes. Transportation is an essential link between low-
income workers and jobs. They show how other strategies are important,
too, such as urban reinvestment to bring jobs closer to low-income
communities and housing strategies that help move low-income fami-
lies closer to jobs. But, in the end, it is the transportation strategies
that have the potential to immediately enhance geographic access to
employment.

Blumenberg and Waller show how the transportation needs of the poor
vary by metropolitan area and by neighborhood. Therefore, they provide a
full menu of practical policy options, including automobile access pro-
grams, improved fixed-route transit services, and expanded paratransit and
other door-to-door transit services. And although the authors’ focus is on
transportation, TEA-21 is not the only area of policy intervention they con-
sider. Beyond TEA-21–related recommendations, such as augments to the
Job Access and Reverse Commute program, they clearly explain how
reforms incorporated into the Temporary Assistance for Needy Families
program, the Workforce Investment Act, and other federal programs are
also profoundly important.

Highlighting a different but potentially related issue, Sandra Rosenbloom
points out in chapter 9 that the number of older Americans is expected to
double over the next twenty-five years. All but the most fortunate seniors
will confront an array of medical and other constraints on their mobility
even as they continue to seek an active community life. Rosenbloom chal-
lenges the easy assumptions that underlie most policy debates on providing
transportation to the elderly. She discusses how an aging society adds to a
range of transportation problems and argues that as Congress debates reau-
thorization, it should consider special approaches to meet the mobility and
access needs of the elderly.

To put the discussions about elderly mobility in context, Rosenbloom
provides important demographic trends about elderly population growth,
residential patterns, and transportation choices. Building on this, she
debunks several myths about elderly travel needs and proposes a series of
legislative and policy solutions that accommodate the preference of the
elderly for a repertoire of travel options to give them freedom and flexibil-
ity in the face of declining skills.
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Other Important Metropolitan Transportation Issues

In chapter 10, Edward Beimborn and Robert Puentes address the issue of
metropolitan mobility from a different angle. They investigate the rules and
regulations that govern the individual modes and find that federal trans-
portation policy is essentially an unfair competition between highways and
transit that can potentially distort local and metropolitan decisionmaking.
Despite a number of reforms in the past decade, the authors show that fed-
eral rules remain stacked against transit, while planning, funding, and
implementing highway projects is far easier. For example, under current law
new transit programs only receive a maximum 60 percent federal share of
total project funding, while the latest reauthorization language proposes a
50 percent or less match. Highway projects, on the other hand, continue to
enjoy an 80 to 90 percent federal share. In addition, transit programs are
subject to strict project criteria and justification, are required to address land
use impacts, and are compared to and must compete with their peers before
they can receive federal funding, whereas highway projects generally are not
subject to such constraints.

The authors discuss these and other areas where new transit and highway
programs are treated differently and how those differences lead to an unlevel
playing field and inhibit comprehensive regional planning, management,
and decisionmaking. A very telling example in Milwaukee demonstrates
how these unbalanced rules may have skewed choices about what type of
major investment project to pursue.

The last chapter makes the connection between mobility and security.
Arnold Howitt and Jonathan Makler argue that although a number of pos-
itive steps have been taken in the years since the September 11 terrorist
attacks, surface transportation has been effectively placed in a secondary tier
of public services in terms of protective actions. Policymakers and senior
public managers see highway and transit systems as genuinely vulnerable to
terrorist attack; but among the many potentially exposed elements of Amer-
ican society, they have not been given the highest funding priority. In the
end, the authors explore a number of ways in which surface transportation
security needs to be enhanced to protect the mobility of the nation.

Conclusion

As the nation progresses into the twenty-first century, dramatic changes
are increasingly evident. Market and demographic forces are fundamen-
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tally reshaping nearly every aspect of American life as the economy con-
tinues its shift away from manufacturing and toward the service sector.
These economic forces, together with major demographic trends—
population growth, immigration, aging, and internal migration—are rad-
ically changing the function of both metropolitan and nonmetropolitan
areas and also thus altering the role and geographic scale of our national
transportation policy.

The essays in this volume focus on realistic and pragmatic policies to
address these changes. Given that they were originally conceived and writ-
ten before TEA-21 expired, they also serve to illustrate how congressional
inaction, mired by partisan bickering, interstate squabbles, and political ran-
cor, has dampened the climate for meaningful reform.

Further reform will not come easily to the transportation sector. The defi-
ciencies in transportation policies and practices are deeply rooted—in
constituency and money politics, in state governance, and in the history of
metropolitan development. Yet change must come if our nation is going to
have livable communities, competitive economies, a healthy environment,
and fiscal responsibility.

Yogi Berra is purported to have said, “You’ve got to be very careful if you
don’t know where you’re going because you might not get there.” The
nation faces multiple transportation challenges that will not be resolved by
pouring more and more money into a broken system. Systemic reform is
needed and probably will only happen if transportation policy is vigorously
debated in the public realm. Transportation is too important to get the silent
treatment.
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