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rivate Toll 1 in America—

The First Time Around

BY DANIEL B. KLEIN

The notlon of private highways, which must have seemed fantastic to Americans

just a few years ago, was commonplace to our great-great-grandparents. Built in the 1790s in the

growing Republic, the first toll roads stimulated commerce, settlement, and population. Fiscal constraints and
insufficient administrative manpower led communities to search outside the public sector for help. Buring the
18th century more than 2,000 private companies financed, built, and operated toll roads. A glimpse at
our history may provide a useful perspective on today's budding toll-road movement.
Private road companies in the 19th century answered an urgent community need,
where the government qouldn't, and they did it with creativity and motivation. The investment impetus
and indirect benefits animated merchants, farmers, and landowners to support toll roads. At times when

government regulations limited the roads’ profitability, local boosterism and the participatory ethic

and indirect benefits animated merchants, farmers, and landowners to support toll roads. At times when
government regulations limited the roads’ profitability, local boosterism and the participatory ethic

encouraged community members to keep investing. The acuity of private initiative established

5

toll roads from the Atlantic to the Pacific Ocean. >

Daniel B. Klein is assistant professor of economics, University of California, Irvine, CA 92717.
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TABLE 1

Turnpike Incorporation,
1792-1845

Source:
Klein and Fielding, “Private Toll Rouds:
Learning from the 19th Century.”

STATE 17921800 180140 181D 18210

% PA 5 39 101 59 10 37 342

« These stotes subsidized the turnpike companies.

The Turnpike Heyday, 1800-1825

Once the Commonwealth of Pennsylvania chartered a private company in 1792 t
build a road connecting Philadelphia and Lancaster, rival states were stimulated to try sin
ilar projects. Private initiative was then the only effective means of providing new higt
ways because state and county resources were scarce, and town resources were meagel
In an age before the canal and railroad, legislators were willing to try anything to get som
means of transport constructed.

The turnpikes were financed by private stock subscription and set up to pay dividends
With a surface of gravel and earth, the roads were usually 15 to 40 miles long, costin;
$2,000 per mile to build. Such massive undertakings relied on widespread investment sug
port from each community. Some travelers objected to the idea of paying tolls, particularl;
to a corporate monopoly. Legislators, often suspicious of corporate motives, wrote exter,
sive restrictions into company charters, which specified conditions for construction, main
tenance, toll rates, and toll collection. But despite the restraints many roads got built ant
rapidly. (See Table 1.)

However, the turnpike movement had its problems. About a third of the charterec
companies failed to construct any roads, and many turnpikes that were completed paic

rapidly. (See- Table 1.)
However, the turnpike movement had its problems. About a third of the charterec

companies failed to construct any roads, and many turnpikes that were completed paic
very small dividends or none at all. Toll evasion was rampant, as people Jearned to g
around the tollgates, a practice known as “shunpiking.” In many cases, roads were buil
in advance of settlement, where travel demand was low. Furthermore, legal restrictions
hampered the turnpikes’ abilities to turn a profit. Toll rates were set by law; generous tol
exemptions were granted to local travelers; tollgates were separated by great distances
and countermeasures to shunpiking were denied legislative approval.

But unprofitability did not necessarily mean unfruitfulness, Even an unprofitable turn:
pike improved transportation for the community, stimulating commerce, raising land val:
ues, and aiding in the race for expansion. So community leaders sought ways to secure
subscription to turnpike stock despite the sad prospects for dividends. They resorted to ¢



fascinating array oftactics to boost the turnpike cause. They applied social pressure through
newspaper appeals, town meetings, door-to-door solicitations, and correspondence. In the
early Republic, American communities had to rely on volunteers for a great many services,
and, as Alexis de Tocqueville so elegantly described it, they were effective in using local
participation, rather than governmentpower, to provide many essential services. The result-
ing turnpike construction in New York is shown in Figure 1.

Canals, Railroads, and Spur Turnpikes, 1826-1845

In the late 1820s, canals began taking business away from the major turnpikes.
Railroads joined in a bit later. Between 1825 and 1845 existing turnpike mileage dropped
considerably. However, the canals and railroads changed the patterns of trade and devel-
opment, and they stimulated new demands for shorter toll roads that would serve as feed-
ers. Table 1 shows that turnpike activity by no means ceased with the advent of canals

and rails.

Plank Road Fever, 1847-i853

High hopes for a new kind of short feeder road attached to the idea of plank roads.
Organized like turnpikes, the new roads were surfaced with wooden planks, which
promised a smooth, inexpensive alternative to the rivers of mud that turnpikes sometimes
resembled. In the late 1840s and early 1850s, more than one thousand plank roads were
constructed nationwide. (See Table 2.)

For this new burst of toll-road chartering, a high percentage were successfully con-
structed (perhaps 80 percent) and always strictly with private funds. Figure 2 shows the
plank road system in New York in mid-century. Compared to the turnpike system of the
previous generation, the plank road system shows a nodal structure, >
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NEW YORK

PENNSYLVANIA

OHIO ..ot

MICHIGAN

HLINOIS

NORTH CAROLINA....................:..........,..54

MISSOURI ....cooiiniiiiii 49

NEW JERSEY....ooviiiii 25

GEORGIA .........oooiiiiii 16

IOWA 14

VERMONT ... 14

MARYEAND ..o 13

CONNECTICUT. ..o 7

MASSACHUSETTS ....oovvniiiiiiii e 1

RHODE ISLAND, MAINE.............oooiiiis 0
A

TABLE 2

Plank Read Incorporaiion by State
(almost entirely between 1847-1852)

Notes: The figure for Ohlo is through 1851; Pennsylvonio,
New Jersey, and Maryland are through 1857, Few Plank
roods were incorporoted after 1857.

Soureer Klein and Majarwski, “Promoters und

Investors In Antebellum America: The Spread of Plank
Road Fever.”
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FIGURE 1

Turnpikes of New York (as of 1830)
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FIGURE 2

Plank Roads of New York
1845-1860
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Civil engineers and enthusiasts predicted that plank roads would last eight years
before needing to be resurfaced. But, to the chagrin of everyone, the planks wore out twice
as fast as the experts had predicted—usually within four years. The movement ended as
suddenly as it began. Most plank road companies folded, while many converted their oper-
ations to turnpikes surfaced with gravel.

Toll Roads in the Far West, 1850-1890

The toll-road idea endured to the end of the century, and it traversed the country.
When miners struck gold, silver, copper, and other minerals in the West, hordes of new-
comers rushed there, and with them came the means for their survival. Entrepreneurs
organized toll-road enterprises to serve the mining communities, and some got rich in the
process. More than 150 toll roads were constructed in California, more than 200 in areas
that would later become Colorado and Nevada,

is iencein C e notion that onvaramant muat aen
Homr.l.“‘}.l}fuef,p..e.r{,eﬁ S.IMEIES‘E@E Yg%%tl v%%?ed&‘ﬁtfﬁ%‘ct mmunities, and some got rich in the

process. More than 150 toll roads were constructed in California, more than 200 in areas
that would later become Colorado and Nevada,

"This experience in the Far West casts doubt on the notion that government must pro-
vide infrastructure as a precondition to economic development. Given favorable circum-
stances, it seems that private developers can generate infrastructure on their own, espe-
cially when they can prevent toll evasion, as they can today.



The Good Roads Movement and the End of the Toll Road,1890-1216

By the end of the 19th century, state and county governments had grown inresources
and capabilities. New governmental highway agencies began setting goals for centralized
highway management. It was the Progressive Era of administrative expertise and service.
The independent private toll road did not fit into the plan, and the hundreds that remained,
from Maine to California, were bought out or shut down. The words of a county board in
New York in 1906 are particularly telling:

the ownership and operation of this voad by a private corporation is contrary to public

semtiment in this county, and [the] cause of good roads, which has received so much
attention tn this state in vecent years, requires that this antiquated system should be abol-
ished.... That public opinion throughout the state is strongly in favor of the abolition of
toll roads is indicated by the fact that since the passage of the act of 1899, which permits
counties to acquire these roads, the boards of supervisors of most of the counties where
such roads have existed have availed themselves of its provisions and have practically
abolished the toll road.

At this time the federal government itself became interested in highway development,
while showing low regard for the private toll road. Although private toll roads proliferat-
ed in the 19th century, the Federal Aid Highway Act of 1916 barred the use of tolls on any
highways receiving federal money. Thus, anti-toll-road sentiment became national policy.

Toll Roads Rehabilitated

Privatization has come into increased favor, and many states have embarked on fran-
chising new highway facilities to private consortia, In 1992 Congress passed the Intermodal
Surface Transportation Efficiency Act ISTEA), which, according to Robert Poole of the
Reason Foundation “contains the most sweeping privatization provisions ever enacted by
Congress.” ISTEA reverses the 76-year policy against 10ll roads. Under this act, federal
funds can now go toward toll roads, including private toll roads, and states no longer have
to repay federal funds if a facility is privatized. America can again test the effectiveness of
private management of highways and the economic value of user charges.

With new electronic technologies of toll collection, toll roads may be more feasible
than before. And, with knowledge of our past, perhaps we can be encouraged to pian them
more effectively and thus to avoid old pitfalls, «
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