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Policy Brief

Transportation Costs and the American
Dream

BY RANDAL O'TOOLE

Introduction

The Surface Transportation Policy Project’s (STPP) report, Transportation Costs and the American Dream,
claimsincreasing transportation costs are threatening the American dream of homeownership. The solution,
STPP suggests, is more public transit. The report is based on the Consumer Expenditures Survey, which is
regularly published by the Bureau of Labor Statistics. STPP puts its spin on these data to support the group's
agenda to increase spending for public transportation. In fact, areview of the Consumer Expenditures
Survey, along with other available data, reveals that the truth is the exact opposite of STPP's claims.

STPP notes that transportation expenses make up 19 percent of household budgets today. The group implies
that thisistoo much money and suggests it would be less if people used public transit more.

STPP says that transportati on expenses made up only 10 percent of family budgets in 1935, 14 percent in
1960, and 19 percent from 1972 through today. Since more urbanites rode public transit and lived in compact
citiesin 1935, STPP suggests that automobiles and suburban devel opment are responsible for the increasein
Expenses.

There are several problems with STPP's analysis. Briefly:

= STPPfailsto account for the benefits of automobilesin terms of boosting personal incomes;
=  STPPignores other, more reliable sources of datathat refute the survey datait cites;

=  STPP'spresumption that public transit costs less than automobiles is dead wrong. The cost of transit per
passenger mile is many times greater than autos;

= STPPfailsto recognize that auto ownership is voluntary. In contrast, most public transit costs are paid
out of taxes collected from people who rarely, if ever, use transit.
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Because transit is so much more expensive than autos, STPP's prescription of spending more on public
transit and less on highwaysis afar greater threat to the American dream of mobility and homeownership
than any nominal changes in the price of automobiles or fuel.

Automobiles Help Increase Personal Income by Over 350 Percent

While claiming that transport consumes a larger percentage of personal incomes today than in 1935, STPP
failsto observe the other tremendous changes in our economy and lifestyles since that year. A few of those
changes are recorded in Table 1.

Table 1: Changes in Economy and Lifestyles, 1935-2000

1935 1960 2000 % Change
1935-2000
Average household size 3.8 3.4 2.7 -29%
Workers per household 0.84 1.04 1.25 +48%
Vehicle occupancy 2.2 2.0 1.6 -26%
Miles of auto driving per capita 1,960 4,000 9,770 +399%
Miles of driving per household 7,500 13,600 26,300 +249%
Auto passenger miles per capita 4,290 7,940 15,830 +269%
Miles of transit riding per capita 380 210 170 -56%
Personal income per capita (in 2000 $) 5,800 11,600 29,900 +414%
Income minus transport costs 5,200 10,000 24,200 +362%

Data sources listed at end of report

First, household sizes have declined, which paralleled a decline in vehicle occupancies. The declinein
carpooling has little to do with suburban development and everything to do with smaller families.

Second, workers per household have increased by nearly 50 percent as more women have entered the
workplace. Increased automobility means place of employment is no longer the most important criterion for
locating one's residence. But even if it were, households with more than one worker have a hard time
locating their residence in a place convenient for both workers to walk or ride transit to work.

Third, we drive alot more than we used to. Driving per household has increased by nearly 250 percent and
passenger miles per capita have increased by nearly 270 percent.

Fourth, transit wasn't very important in 1935 and it is even less important today. Transit provided just 8
percent of motorized passenger miles of surface travel in 1935, which—contrary to STPP's claims—wasn't
enough to significantly reduce the cost of transportation. It provides just 1 percent of motorized surface
travel today.

Finally, the huge increase in mobility provided by the automobile likely accounts for alarge share of the
terrific growth in personal income in this century. The mobility provided by automobiles expands our
options for education, training, employment, and housing. Recall that one of the key remaining barriersto
getting people off of welfare and to work is getting them an automobile. A car substantially expands your job
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opportunities. Without autos we could not get to the best jobs, employers could not find the best employees,
and many modern manufacturing and distribution methods that require increased worker mobility would not
be feasible.

So one answer to STPP, even if you accept rising transportation costs (but you shouldn’t, see below) isto
ask: What would you rather have after deducting transportation costs. 90 percent of a $5,800 income or 81
percent of a$29,900 income? Thanks in part to the proliferation of personal automobiles, personal incomes
net of transport costs were 362 percent more in 2000 than in 1935.

1. Transportation Costs Aren't Really Increasing

The Consumer Expenditures Survey on which STPP reliesis based on a survey of alimited number of
people. In contrast, the National Economic Accounts kept by the Bureau of Economic Affairs are based on
data collected for the entire economy. These data extend back to 1929, and include personal incomes and
expenditures on such things as automobiles, mass transit, airlines, and railroads.?

The data show that American spending on automobiles (listed as "user-operated transportation") has
fluctuated from alow of 1.8 percent of personal income during World War 11 to ahigh of 10.1 percent in
1977. Since World War |l at least, percentages appear to be highest during recessions and lowest during
boom periods, indicating that auto transportation is regarded as more of a necessity than aluxury.

Asof 2001, all auto costs represented 8.5 percent of personal income, up from arecent low of 7.7 percent in
1991 but down from arecent high of 9.8 percent in 1985. As Table 2 shows, the average for the 1990s and
first two years of the 2000s were lower than any decade since the 1940s.

Auto expenses were lower in the 1930s because not everyone had an auto. In 1935, the United States had
only two cars for every three households, while today it has five cars for every four households. Soitis
inappropriate for STPP to compare 1935 costs with today's costs.

Table 2: Average Auto Costs as Percent of Personal Income by Decade

Year Cost Miles/Capita
1930s 6.7% 1,850
1940s 5.3% 2,200
1950s 9.1% 3,520
1960s 9.4% 4,560
1970s 9.5% 6,240
1980s 9.3% 7,450
1990s 8.5% 9,050
2000s 8.5% 9,830

Since the 1950s, the data clearly show that the cost of driving has fallen. Table 2 shows that the number of
miles driven per capita has nearly tripled since the 1950s, when auto costs as a share of income were 7
percent greater than they are today. We spend more on transportation, but we get even more travel for our
money.

3



TRANSPORTATION COSTS AND THE AMERICAN DREAM 9

Endnotes

http://www.transact.org/library/decoder/american_dream.pdf

2 These data are extracted and available in a 96-kilobyte Excel file at
http://ameri candreamcoalition.org/transportcosts.x|s.

http://www.publicpurpose.com/ut-trchoice.htm

http://www.uctc.net/papers/544. pdf





