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Dan Inouye
U.S. SENATOR FROM HAWAII 

STATEMENT BY U.S. SENATOR DANIEL K. INOUYE 
PRE-EMPTION OF STATE REGULATORY POLICY 
HAWAII TRANSPORTATION ASSOCIATION
ROYAL WAIKOLOA HOTEL, KONA, HAWAII

THURSDAY, SEPTEMBER 3, 1992

It has been my great honor and privilege to represent the 
people of Hawaii in the U.S. Senate for the past 30 
years. I have watched and participated in much of 
Hawaii's and our nation's history.
I learned early on that a large part of my responsibility 
involved education — informing my Congressional 
colleagues about Hawaii's uniqueness. It has not always 
been an easy job. Hawaii's unique topography prohibits 
our linkage by roads. Rather, we must combine air, 
ocean, and land travel to move our residents and articles 
of commerce within the state. This is significantly more 
complex than the simple road system in other states. It 
requires coordination and special attention to ensure a 
smooth flow.
My colleagues have remarked on occasion that I do not 
play fairly. I push for and secure special treatment for 
Hawaii in certain situations, on the basis that we are 
unique. At the same time, I work to ensure that Hawaii 
is included in all beneficial provisions. And this 
usually involves the receipt of federal dollars.
My fellow Senators say to me — "Dan, you can't have it 
both ways." And I respond that Hawaii is as beautiful as 
it is different — we need this exemption. But when it 
comes to federal dollars, Hawaii is entitled to its fair 
share, even if we have to stretch the federal definition.
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Let me give you a few examples.
In my first few years in Congress, I managed to pass a 
law which allows Hawaii to utilize highway funds for the 
construction of ferry terminals. Additionally, I ensured 
that Hawaii is eligible for interstate highway funds, 
even though the purpose of these funds are to connect the 
states. More than a billion dollars has come to Hawaii 
to build H-l, H-2, and now H-3.
On the other hand, at my request, Hawaii is exempt from 
the Interstate Commerce Commission (ICC) jurisdiction on 
all issues, except public safety. I secured this 
provision by arguing that Hawaii should not be bound by 
the ICC because we do not participate in interstate flow 
of commerce by roads. I am a true believer that we, 
Hawaii, can have it both ways.
At this point, I would like to share with you my views on 
the federal regulation of transportation policy, or 
stated another way, the pre-emption of state laws in this 
area.
The Secretary of Transportation supports trucking 
deregulation on the basis that it is good for our 
economy. Deregulation will allow cargo to pass more 
freely between states. There is a push to pre-empt state 
regulations which are seen as a barrier to deregulation, 
and greater competition in the trucking industry.
In the past decade, deregulation has become a very 
fashionable concept. Competition is the "buzz word" for 
deregulation, and lower rates and better service are the 
benefits it promises.
I wish to suggest that this may be true in the short- 
term, but not in the long haul. I cite our nation's 
airline industry as a tragic case in point. In the mid- 
1970s, we were told that airline deregulation would 
result in lower fares and better service — more 
competition. At that time, I expressed my strong concern 
about deregulation. I tried to convince my colleagues 
that, yes, we will have competition in the short-term. 
Yes, we will have better consumer service. But, once the 
smaller carriers are bankrupt by the national carriers, 
we will ultimately have a few "mega-carriers" controlling 
our market. They will dictate the level of consumer 
choice, consumer service, and competition. I was one of 
the very few Senators to oppose airline deregulation in 
1978.
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I regret that my worst predictions have come true. In 
1990, the U.S. airline industry lost $3.9 billion. Many 
airlines stopped or substantially reduced service while 
others sought bankruptcy protection.
The remaining five large airlines -- United, American, 
Delta, Northwest and U.S. Air — control over 75 percent 
of the market. Today, virtually all the small airlines 
born in the years of deregulation have been buried — 
nearly 200 in 13 years.
It was for this reason that I opposed United Airlines' 
entry into our inter-island market. I refused to stand 
by and watch Hawaiian Airlines and Aloha Airlines become 
"201" and "202" on the graveyard list. Yes, United's 
entry in the short-term would increase competition.
Fares would decrease and consumer service improved as the 
carriers fight for their share of the market. However, I 
am convinced that when the dust settles, United would 
control the market.
I suggest to you that deregulation of the trucking 
industry through the pre-emption of state law would have 
the same impact in Hawaii. If state law is pre-empted, 
there is nothing to stop big trucking companies from 
entering our markets, and driving many small local 
companies out of business.
Currently, the State Public Utilities Commission (PUC) 
regulates entry and rates in the Hawaii trucking 
industry. Most of the mainland shippers utilize a local 
trucker company with PUC authority to transport their 
products within Hawaii. If deregulation occurred, these 
mainland carriers would be free to set up their own 
operations, cutting off major sources of business for 
Hawaii carriers, and then competing with our carriers for 
local business. Even Hawaii's largest carriers would be 
dwarfed by national carriers such as Yellow Freight, 
Consolidated Freight, and others. Yes, we would have 
competition in the short-term. Yes, we would have better 
consumer service in the short-term. But once Hawaii's 
carriers are driven out of business by the national 
giants, we will have less service and higher rates as the 
market becomes concentrated.
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I hope that before any serious debate on the issue of 
pre-emption and deregulation occurs, people will take a 
good look at the airline industry. It would be like 
looking into the mirror of the future. We should not 
make the same mistake again. I am very opposed to pre-
emption of Hawaii's entry and rate regulations.
Fortunately, it is highly unlikely that any trucking 
deregulation bill will pass the Congress this year. It 
is a very controversial issue. If, in the future, the 
Congress ever seriously contemplates a pre-emption of 
state law to deregulate the trucking industry, I am fully 
prepared to pursue an exemption for Hawaii. I have much 
practice. I know the buttons to push and the arguments 
to make. I remain convinced that we, in Hawaii, can 
clearly have it both ways.
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