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EXECUTIVE SUMMARY

There is broad public concern about the status of transportation infrastructure in the United States. On election night, the future
President said "We are going to fixc onr inner cities and rebuild onr highways, bridges, tunnels, airports, schools, hospitals.” This
report (“A Roadmap to Job-Creating Transportation Infrastructure: Doing the Right Things Right”) examines the condition of
the nation’s infrastructure and makes recommendations to improve efficiency and effectiveness in federal efforts to support ground
transport.

Infrastructure is important to the accomplishment of such important public goals as increased economic growth, long-term job
creation (beyond project enployment benefits), a better standard of living, and the reduction of poverty. The United States used to
lead the world in infrastructure, but bas fallen bebind some of its competitors. At the same time, past infrastructure policy in the
United States has created an inertia that has prevented serious priorvitization of federal resources.

Al of this is made more ardnous by the nation’s strained finances. The national debt is now approximately §20 trillion while
budget deficits continue and could increase without significant reforms. This means it will be difficult to commit additional
resonrces to the nation's highways and rail systems.

ADMINISTRATION PROPOSALS

The Administration bas proposed approaches that go beyond "business as nsunal”. They would seek to focus federal resonrces on
national and regional priorities, improving both the effectiveness and efficiency of federal programs.

Perhaps the most significant federal program is the Highway Trust Fund, which uses highway user fees to support highway and
transit. In recent years, general funds have also been added to the program, becanse revennes have risen more slowly than needs, in
part becanse of improved fuel economy and low gas prices. The Administration proposes no bighway user fee increases and
proposes to phase ont general fund support.

1 addition, the Administration proposes to phase out funding for “new starts,” which are usually expensive urban rail transit
programs, because these programs are not of sufficient national significance.

The Administration has proposed increasing funding through programs that attract private infrastructure development and has
proposed §200 billion over the next 10 years in infrastructure expenditures, including transportation.

Becanse there are sufficient travel alternatives, the Administration proposes ending support for Amtrak’s long-distance trains.

The Administration has referred to the necessity of regulatory reform and streamiining permitting requirements, both to reduce
costs and to speed project delivery.

ANALYSIS AND RECOMMENDATIONS

1 is excpected that the Administration will propose further initiatives, consistent with the directions it has outlined. The proposals
are analyzed below and additional recommendations are offered.

Highways and Transit: The Highway Trust Fund provides most of the federal contribution to highways and transit, from
user fees from drivers and commercial vebicle operators, such as the trucking industry. As expenditures bave risen faster than
revenues, the Highway Trust Fund has received general fund support as well.

The highway system is the country’s most comprebensive transportation system. Autos (including light trucks) using the highway
and roadway system account for the overwhelming majority of ground passenger travel, both for commuting and other trips. These
roads allow people to commute to jobs throughout metropolitan areas more quickly than any other mode. The employment
opportunities available by anto, as will be shown below, dwarf those by any other mode. Perbaps surprisingly, antos provide by far
the largest share of commmting by low income populations. Highways provide the infrastructure for much of the freight transport
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and service vebicles. In the long run, improving access to enmployment and reducing traffic congestion will be most efficiently
accomplished by improvements that involve highways.

By contrast, transit, which bas received funding from the Highway Trust Fund for more than three decades, is intensely
concentrated in just a few local areas. Only two percent of motorized trips are on transit. Even in the largest metropolitan areas,
transit provides far less access to jobs than antos, while new transit rail projects and additional transit funding has failed to reduce
traffic congestion.

By virtually any measure, transit is less effective and efficient than bighways for passenger travel. Transit moves no freight or other
commeercial traffic and does not provide emergency service access. Highway Trust Fund revenues should be used only on highways.

Private Finance: The programs the Administration has proposed for attracting private infrastructure capital include the
Transportation Infrastructure Finance and Innovation Act (T1IFLA) program and US Department of Transportation
anthorized private activity bonds. As currently designed and operated, these programs do sufficiently prioritize transportation
infrastructure. Process reforms are needed to ensure the limited funding available is used for the highest priority projects.
Evaluation criteria shounld be adopted, with traffic congestion relief, critical bridge replacement and bighway system maintenance
being the bighest priorities. Express toll lanes, added to existing roadways, are among the most promising approaches because of
their additional capacity and ability to reduce traffic congestion.

Further, the tax exempt financing and interest subsidies of these programs have a federal budgetary impact that increases deficits
and the national debt. The Administration should seek to minimize these impacts by ensuring that only the most productive
projects are approved.

Another federal credit instrument, the Railroad Rebabilitation and Investment Financing program conld impose substantial
losses on taxpayers. Despite its success to date, there are now indications that privately sponsored high-speed rail projects will seek
large taxpayer gnaranteed loans from RRIF. Private, at risk investment bas not proven profitable in high-speed rail, which
suggests a potential for defanlt, such as what occurred with Solyndra. Program reforms are needed.

Amtrak and High-Speed Rail: It will be important to eliminate unnecessary subsidies. For example, as an
Administration document puts it: "'communities are served by an expansive aviation, interstate highway and interstate bus
network." In this environment, Amtrak subsidies are unnecessary. Subsidies to high-speed rail are similarly unnecessary.

Regulatory Reform and Streamlined Permitting: The Administration has also proposed regulatory reform and
streamlined permitting. Among the most important opportunities are repeal of the Davis — Bacon labor requirements, probibition
of project labor agreements, and setting up a single point of contact in the federal government for project sponsors.

CONCLUSION: IMPROVING EFFICIENCY AND EFFECTIVENESS

It will be important to better focus private funding programs on the bighest infrastructure priorities, and to minimize serious risks
to taxpayers and bond buyers that conld emerge from insufficiently vetted projects. The recommendations suggest doing the right
things by limiting federal support to genuine needs for programs for which there is no alternative, and doing them right by spending
10 more than necessary. The sooner the hard choices are made, the better for future generations.
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Part 1: The Public Policy Context

For some time, there have been proposals for increased taxation, user fees, and other funding sources to
expand ground transportation infrastructure and provide maintenance. Certainly, there is a need to ensure
adequate infrastructure in order to support economic growth and to better the lives of people.!

Yet, the nation faces serious budgetary challenges, and interests representing from virtually all fields of
government expenditure seek higher levels of funding. As a result, substantial funding increases for
infrastructure at the federal level are likely to be exceedingly difficult.

In his election night victory speech, President-Elect Trump said, "We are going to fix our inner cities and
rebuild our highways, bridges, tunnels, airports, schools, hospitals."2 He has proposed a $1 trillion program
intended to facilitate the infrastructure improvements and maintenance.? Part of this would be for ground
transportation.

Legendary management consultant Peter F. Drucker said, "Efficiency is doing things right; effectiveness is
doing the right things.” This is an appropriate perspective for any review of national infrastructure policy.

This report examines ground transportation modes (highways, transit and railroads and related issues) and
recommends infrastructure policies to spur greater economic growth and long-term job creation (beyond the
project employment benefits), toward the objectives of a better standard of living and less poverty.
Infrastructure proposals in the Fiscal Year 2018 budget are considered, along with additional issues consistent
with the objective of improving economic growth.

1.1: The Importance of Infrastructure

Quality transportation infrastructure is crucial to the economy and economic growth of the nation. The US
emergence as the wotld's richest economy has been undergirded by its transportation infrastructure. This is
obvious from the development in the past of the national canal and railroad systems. More recently, it is seen
in both the US interstate highway system and state developed toll highway systems in the East and Midwest,
much of which was constructed before the interstate highway system. Travel times for both people and goods
were reduced by these highways as intercity traffic no longer encountered delays at traffic signals, nor
contested city streets. The same was true in urban areas, where commuters were able to use freeways to
shorten their travel times, again, avoiding traffic signals and arterial street congestion.

This led to lower costs, greater economic integration, more competitive markets, and economic
improvement. At the most basic level, the infrastructure discussed in this report is crucial to accessing
employment. A stronger economy, with greater labor participation depends very much on the ability of
people to reach their jobs quickly and the availability of such access to as many people as possible.

A strong US transportation system facilitates economic growth, long-term job creation, a better standard of
living, and less poverty by minimizing travel times and improving labor market efficiency. Freight efficiency is
also supported by metropolitan and intercity transportation infrastructure that continues to encourage
commerce and lower consumer costs.

1.2: Surface Transportation Infrastructure in the United States
Historically a leader in world infrastructure, the US, according to the latest World Economic Forum Global
Competitiveness Index, ranks 11th best out of 138 rated nations in the world in the overall quality of its

infrastructure.# The US ranking in transportation infrastructure was somewhat better, at seventh, trailing such
competitors as Japan and France, but leading Germany, the United Kingdom and Canada.
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To be sure, America's infrastructure has performed well enough to provide the highest standard of living for
the largest number of people in the world. The

legacy of earlier infrastructure decisions, such as One.Way Work Trip Travel Times
the completion of the interstate highway system, is UNITED STATES & AVAILABLE INTERNATIONAL DATA
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Traffic congestion is growing in the nation's largest
cities (metropolitan areas, which are labor markets). The latest data shows that traffic congestion imposed
$132 billion in excess fuel and time costs for automobile drivers and $63 billion for trucks.” All of these costs
are paid by consumers, whether through the cost of driving or the prices of goods and services.

Since 1982, when the first urban traffic congestion
index was pioneered by the Texas A&M
Transportation Institute, excess travel times due to
congestion have tripled from 7.0 percent to 20.4
percent in 2014.8 Congestion effectively reached a
plateau starting with the Great Recession, a result
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Nation’s infrastructure needs to be rebuilt and modernized to create jobs, maintain America’s economic
competitiveness, and connect communities and people to more opportunities."

Nonetheless, the trends and economic challenges require a renewed commitment to improving the
transportation infrastructure.

1.3: The Politics of Federal Infrastructure Policy

Much of the discussion about federal infrastructure policy centers on funding. Generally, federal funding
policy has an inertia of its own. Major programs, like highways, transit, and Amtrak typically receive
allocations based on their previous funding levels.

However, infrastructure reports from interest groups sometimes read like “wish lists” of desired projects. As
such they rarely provide meaningtul prioritization between project categories, or address broader economic
and political contexts. For example, the Senate Democratic proposal for a $1 trillion infrastructure program
does not seem to indicate concern with the national debt or the federal deficit.!” In short, the nation does not
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have a transportation infrastructure needs list that is prioritized based on economic considerations, without
prejudice to any mode.

Further, there is a tendency to focus on the short-term employment impacts of federal funding. In fact,
virtually any federal funding that supports construction will support short-term employment. But to focus on
immediate project related employment can encourage short-term, “make work” projects that contribute little
to long-term economic growth.

The real issue is longer term --- the impact of the resultant economic growth on the economy, long-term job
creation, and people’s lives. While $1 trillion in productive infrastructure could spur economic growth and
long-term job creation, $1 trillion in less productive infrastructure might have little more than temporary
employment impacts during construction. This is about doing the right things right.

In fact, not all infrastructure is equal. This is illustrated by the differences in federal subsidies per passenger
mile (person mile) between modes of travel. According to a US Department of Transportation study, the cost
to the federal treasury of each 1000 miles of travel on transit was $159 in 2002. By contrast, the federal
subsidies for each 1000 miles of travel by highway was a negative $1.79, indicating that there was a profit to
the federal treasury relative to costs.!!

Moreover, user fees differ from general fund expenditures in being paid only by users (such as highways, in
the case considered here), as opposed to general revenue, which is financed by taxpayers. Unlike general fund
revenues, user fees neither increase the national debt nor add to budget deficits.

There is also little serious prioritization relative to objectives, such as improved economic growth and greater
labor participation. As a result, costlier and less effective approaches with strong special interest group
support can displace spending on more efficient and effective alternatives. In the longer run, politically driven
infrastructure shortchanges the nation, the economy, and the people.

This policy environment does not lend itself to the consideration of "opportunity costs," which consider
alternative uses for funding that would produce more favorable results (including not spending). Yet, choices
must be made to achieve the maximum contribution toward national objectives that could be achieved from
both "doing the right things" and "doing them right."

1.4: The Broader Context

The United States has been living beyond its means for some time. America faces a national debt of $20
trillion,'? and the federal government deficit was nearly $600 billion in 2017. While budget deficits have been
reduced from their perilous levels above $1 trillion in the eatly part of the decade, they remain high by
historical standards. The Administration expresses concern that budget deficits will soon begin to rise again.!3

According to the Administration:

We have borrowed from our children and their future for too long, the devastating consequences of
which cannot be overstated. We are fast approaching having publicly held debt at or exceeding 100
percent of our Gross Domestic Product (GDP), a point at which hopes for a more prosperous
future are irrevocably lost.14

The new Administration intends to substantially increase spending on national defense, citing threats such as

the increase in international terrorism. Further, there are strong lobbies for additional spending across the
spectrum of federal activities.
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The proposed Administration 2018 budget indicates the necessity of making substantial changes to previous
policies and spending priorities if people are to be "safe and prosperous in the future."!5

Despite any justification, in a vacuum, of any particular spending program, deficit spending indicates a
political process inherently unable to effectively prioritize the distribution of scarce resources available from
the people and the economy.

The Administration also cites economic growth that has continued at well below historic levels in recent
years. Labor force participation rates, even among people in the prime of their working careers has dropped.
Many have left the workforce out of their inability to obtain sufficient employment. This is a larger problem
in the inner cities, where unemployment rates are much higher than average.

In this fiscal environment, it will be difficult to increase government revenues for infrastructure. Consistent
with these challenges, the Administration offers transformative proposals that would better align federal
priorities with federal resources, and more appropriately place responsibilities for programs not inherently
federal or national with state and local governments. The Administration also proposes to reform regulations
that delay the delivery of important infrastructure or make them more costly.

Part 2: The Way Forward: Doing the Right Things Right

This part of the report considers the Trump Administration infrastructure proposals and includes analyses
and suggestions for further initiatives consistent with the Administration’s direction. The context is
infrastructure development in the broader public policy context, especially to better position the nation for
improved economic growth.

Further, the role and performance of specific modes of passenger and freight transportation is considered.
The choices made in infrastructure may add materially to national economic growth and better standards of
living, both of which would contribute to reducing the national debt and federal deficits.

Hard choices are necessary to restore fiscal health the United States. The greatest long-term economic benefit
should be sought for each dollar of federal spending. Most federal programs, including transportation
programs, have strong political constituencies. The challenge is to evaluate programs for their efficiency and
effectiveness, rather than their support by special interests.

2.1: The Administration's Proposals

The Trump Administration has issued a number of policy statements on transportation infrastructure. Thus
far, the proposals are principally conceptual, while some specific proposals have been made. Additional
proposed measures are expected in the months to come.

An important foundation of the Trump Administration's proposals is that in the current environment,
"business as usual" is not enough. According to the Administration: " .. we must ensure the Federal
Government spends precious taxpayer dollars only on our highest national priorities, and always in the most
efficient, effective manner." 16

The Trump Administration's infrastructure program is intended to be "transformational." It is aimed at
restoring economic growth to historical averages, by improving both national productivity and long-term job
creation through encouraging business investment. The program would seek to improve households’
finances, by increasing the work force participation rate, especially among the young and low-income
segments which have been "left behind."!”
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Mindful of the present economic and social context (Section 1.4), the proposed policies would be anything
but "business as usual." There would be an emphasis on programs of federal, national and regional
significance, while transferring other programs to more appropriate levels, such as state and local government
or the private sector. Federal regulations and permitting requirements would be streamlined. There would be
a preference for user-fee funding, making important programs self-sustaining, to minimize the impact on the
national debt and the federal deficit.

Effective ptiotitization requires attention to "outcomes" for people (such as better mobility or access) rather
than inputs (such as modes of transportation). Such prioritization would lead to "doing the right things."
Regulatory and permitting reforms would assist in "doing things right," by maximizing cost effectiveness, thus
spending no more than necessary to achieve public objectives.

In short, the Administration sees the necessity for a departure from present approaches, indicating that:
"Simply providing more Federal funding for infrastructure is not the solution. Rather, we will work to fix
underlying incentives, procedures, and policies to spur better, and more efficient, infrastructure decisions and
outcomes."!8

2.2: Summary of Specific Administration Proposals

This section summarizes the specific proposals that have been offered by the Administration. Part 3, which
follows, provides analysis and offers considerations for further policy initiatives to support and strengthen the
general themes of the Administration.

Highways and Transit: The most significant surface transportation program is the Highway Trust Fund,
which collects user fees from drivers and commercial operators (such as the trucking industry). These funds
are used to support roads, transit and other projects. Until about a decade ago, Highway Trust Fund spending
was wholly financed from user fees, however more recently these funds have been supplemented by general

funds.

Significantly, the Administration has not called for highway user fee increases. This is appropriate, given
difficulties with the program, principally diversions away from highways, the nation’s prime passenger and
freight system to non-highway programs (Section 3.1). Other difficulties include regulatory (Section 3.5) and
permitting environment that raises costs (Section 3.6). Diversions and excessive regulatory and permitting
burdens have interfered with efforts to provide sufficient highway capacity, safety and maintenance.

The Administration further proposes to end general fund support of the Highway Trust Fund starting in
2021 (the first year after the present Surface Transportation Act). The Administration further calls for a
"comprehensive reevaluation of the surface transportation funding regime."!?

The Trump Administration has also proposed to phase out the federal "new starts," program, which funds
urban rail systems and other high-capacity transit expansions. The Administration suggests that, rather than
rely on federal sources, local transit projects “should be”” funded by the localities that use and benefit from
these localized projects.”? As is shown below (Section 3.1), these programs have generally not reduced traffic
congestion, despite predictions by proponents. Transit work trip market shares have stagnated in
metropolitan areas building systems, while driving alone has continued to increase.

Private Financing: In recent years, revenues for highways have not kept up with the costs of the program,
as improved fuel economy has reduced federal user fees per mile of travel. With more electric and hybrid cars

being used, this trend seems likely to continue.

The Administration has indicated that “Federal resources should be focused on making targeted investments
that can leverage private sector investment and incentivize the creation of revenue streams where possible.?!
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The thrust is to substitute private finance for increased federal spending. According to the Administration:
"The private sector can provide valuable benefits for the delivery of infrastructure, through better
procurement methods, market discipline, and a long-term focus on maintaining assets.”?2 The Administration
proposes spending $200 billion over the next ten years to leverage a total of $1 trillion in infrastructure
spending, including transportation.

The Administration indicates that two programs would be key to its private financing initiative, the TIFIA
(Transportation Infrastructure Finance and Innovation Act) program and the US Department of
Transportation (USDOT) authorization of private activity bonds.??> Formal proposals have not yet been
made. However, there are administrative and design difficulties with these programs that need to be
addressed to achieve the Administration’s objectives (Section 3.2).

Amtrak: According to the Administration, "Amtrak's long-distance trains do not serve a vital transportation
purpose, and are a vestige of when train service was the only viable transcontinental transportation option."
The Administration goes on to point out, " Today communities are served by an

expansive aviation, interstate highway, and intercity bus network."?* Indeed, financial support to highly
subsidized modes when there are ample travel alternatives seems like an extravagance in the context of the
large national debt and substantial budget deficit.

The Trump Administration would terminate "Federal support for Amtrak’s long-distance train services,
which have long been inefficient and incur the vast majority of Amtrak’s operating losses.”?> Given the
availability of alternative intercity travel alternatives, this proposal should be just a start (Section 3.3).

High-Speed Rail: The President has spoken admiringly of foreign high-speed rail systems, but has not
proposed public funding. This is appropriate. As with Amtrak, travel alternatives already exist, rendering
subsidies inappropriate. This issue is analyzed further in Section 3.4.

Regulatory Reform and Streamlining Permitting: The Administration has referred to the necessity of
regulatory reform and streamlining permitting requirements, both to reduce costs and to speed project
delivery. These issues are discussed in Sections 3.5 and 3.6.

Part 3: Analysis and Additional Recommendations

This part analyzes the Administration proposals and directions and suggests supplemental measures that
should be a part of the eventual approach; to improve economic growth, long term job creation and the
higher standard of living, while reducing poverty. Additional recommendations are provided consistent with
the directions of the Administration, especially the need for a "comprehensive reevaluation of the surface
transportation funding regime", as noted above.26

3.1: Highways and Transit

The focus of transportation policy should be on outcomes, rather than inputs. This requires a focus on
generic needs such as personal and freight mobility, rather than modes of transport, such as autos or transit.

The Highway Trust Fund was established in 1956 to assist states in building the more than 40,000-mile
controlled access interstate highway system. The program featured user fees charged per gallon on motor
fuels, principally gasoline and diesel. These funds were provided to states for the construction and support of
the interstate highway system. The user fee approach requires that only those who use the system pay for it.
Originally, the fee was three cents per gallon, which rose to four cents in 1956. As late as 1982, 97 percent of
the collected funding was forwarded to the states for highways. By this time, the interstate highway system
was largely complete, apart from a few relatively short and expensive urban gaps.
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Until changes to the law became effective in 1983, funding was principally dedicated to the interstate highway
system. From 1983, part of an increased user fee was placed in the newly established Mass Transit Account in
the Highway Trust Fund. Since that time, user fees have risen to 18.4 cents per gallon for gasoline and 24.4
cents per gallon for diesel fuel.?” There are additional user fees for commercial trucks.

The Mass Transit Trust Account receives 16 percent of the gasoline user fees and 11 percent of the diesel
user fees, though contributes virtually no use revenue. Part of the justification for this was the expectation
that expanded transit could reduce traffic congestion by attracting drivers from their cars. Moreover regional
transportation strategies and rail transit referenda have routinely been justified for their claimed potential to
reduce traffic congestion. In fact, congestion has not been reduced, as is indicated below (See: “New Urban
Rail”).

Considerable revisions have been made to the program since the early 1980s. In addition to diversion of
funding to the Mass Transit Account of the Highway Trust Fund, additional programs have taken funds from
the Highway Account, including the Congestion Mitigation, Air Quality Improvement Program, the
Transportation Alternatives Set Aside, and others. A natural consequence of these diversions is that sufficient
attention has not been paid to critical traffic congestion. Both mobility and access are limited by failure to
expand and better manage both urban and rural traffic.

As it became more politically difficult to increase user fees, Congress "topped up" the Highway Trust Fund
with general funds so that they would have enough funding for the intended purposes. From 2008 to 2020,
the total general fund expenditure will have been $140 billion.?® Until this time, the Highway Trust Fund was
self-supporting, relying on revenue from users, not from taxpayers.

3.1a: Comparing Highways and Transit

The nation has a single virtually comprehensive national transportation system, the highways (including local
roads). Virtually every settled part of the nation can be reached by this system, which moves neatrly all
motorized personal travel and service vehicle traffic, as well as a large share of local and intercity freight.
Even goods that are transported for most of their distance by non-highway modes (such as rail and air
freight) often rely heavily on trucks for pickup and delivery.

This analysis focuses on the work trip because of its economic importance. Work trips are overwhelmingly
concentrated in morning and evening peak hours and are the proximate cause of most traffic congestion. If
the highway system effectively and efficiently handles the work trip, it will better handle other trip purposes,
which tend to be more dispersed across time and geography. The system will also better serve commercial
travel, such as trucks and service vehicles.

Research indicates that economic growth, including long-term job creation, tends to be stronger in a labor
market where a larger percentage of the jobs can be reached in a particular period of time (such as 30
minutes, which is more than the 26-minute national one way work trip travel time average).?’ Autos provide
by far the shortest travel times and greatest employment access (See “Access to Jobs,” below). Thus, to
encourage greater economic growth and job creation, a top priority should be to reduce traffic congestion
(both urban and rural), along with safety measures such critical bridge replacement and refurbishment and
system maintenance.

In addition, autos on highways provide “seamless” door-to-door travel, from within walking distance of the
virtually any origin to within walking distance of the trip destination in the United States. In contrast, most
urban trips, taken by transit, would require one or more transfers from one transit route to another. The
necessity for transfers is an important factor in rendering transit generally incapable of competing with auto
travel times, and keeping ridership small compared to auto use.

A Roadmap to Job-Creating Transportation Infrastructure: Doing the Right Things Right 9



Summary of Travel by Mode: Autos (all personal vehicles, including pickups, vans and sport utility
vehicles) account for 85.6 percent of work access. Transit accounts for just 5.2 percent (Figure 3).30 Autos
carry more people to work than transit in more than 99 percent of the nation's 3,100 counties. Transit
exceeds highway use only in two counties, Manhattan and Brooklyn, both within the city of New York (as
opposed to the New York metropolitan area).!

Commuting by auto pervades national employment. In a// of the more than 900 urban labor markets, the

One Way Work Trip Travel by Mode
UNITED STATES: 2015

metropolitan and micropolitan areas that
constitute 94 percent of the US population,
workers use autos to a greater extent for
commuting than transit. The time that labor
markets consisted of “bedroom” suburbs from
which people commuted to downtowns has long
since passed. Downtowns contain less than 10
percent of employment in the major metropolitan

Car Pool
9.0%

Transit
5.2%

areas.’? By 2000, more than three-quarters of Drive Alone walk

major metropolitan area employment was 76.6% o 25
. . . ther

dispersed outside downtowns and the polycentric 12%

Work at Home

“edge cities”, such as Atlanta’s Buckhead, Las at ¢

Colinas in Dallas-Fort Worth, Denver Tech
Center, Overland Park in Kansas City, and White
Plains in New York.?? Jobs continued to disperse
from 2000 to 2015.34

Derived American Community Survey 2015 Figure 3

Concentration of Transit Commuting: In contrast to commuting by auto, transit commuting is
extraordinarily concentrated in just a few local areas.

By far the largest share of transit commuting (35 percent) is concentrated to destinations in the city of New
York (as opposed to the metropolitan area). Another 20 percent of transit commuting is to destinations in
five other core municipalities (Chicago, Philadelphia, San Francisco, Boston and Washington). Taken together
these six municipalities constitute 55 percent of the nation's transit commuting destinations, while comprising
only five percent of employment.?> While national transit ridership rose as gasoline prices increased, the
concentration of transit commuting destinations only intensified, with 70 percent of the transit commuting
increase over the past five years in these municipalities.3¢

This concentration is not surprising, given that these six municipalities contain the six largest downtowns
(central business districts or CBD's) in the nation. These areas have the highest concentration of work trip
destinations in the nation, which makes them superlative transit markets. However, these municipalities
contain only six percent of the national employment. Their share of national transit commuting (55 percent)
is nearly ten times their national shate of employment.?

As for the rest of the nation, commuting by transit is thinly spread across areas with the remaining 95 percent
of employment. Only 22 of the 384 metropolitan areas had a transit work trip market share above the
national average in 2011-2015. All were either larger metropolitan areas or smaller metropolitan areas with
major universities.?

Travel Times: Highways have a considerable advantage over transit in travel time. On average, work trips by
transit take about twice as long as driving alone (48.8 minutes compared to 24.8 minutes). In New York, with
by far the most comprehensive transit system in the nation, transit commuting averages 22 minutes longer
than driving alone.®

A Roadmap to Job-Creating Transportation Infrastructure: Doing the Right Things Right 10



The longest commutes are disproportionally on transit. Among the 9% of commuters with one-hour or more
one-way commutes, 38% were on transit, more than seven times their overall five percent share of
commuting.4

Access to Jobs: Computer modeling advances have made it possible to provide detailed transportation
access information in metropolitan areas. The groundbreaking work of the University of Minnesota
Accessibility Observatory estimates the number of jobs that can be reached via auto and transit, by residents
of metropolitan areas. The results indicate that auto access to jobs in all major metropolitan areas is far

superior to that of transit, over the entire spectrum Jobs within Reach of Average Employee

of travel times from 10 minutes to 60 minutes AVERAGE OF 49 MAJOR METROPOLITAN AREAS: 2015
(Figure 4), even in the metropolitan areas with the L4
best transit systems.‘“ m By Auto Over 100% indicates

120% - M By Transit jobs outside the

metropolitan area

On average, employees can reach 65.1 percent of 100% | mdrg’;ii'taag‘; o arelaisoaccessible
jobs in the major metropolitan areas by auto within over 1,000,000
in 30 minutes.“2 This compares to the average 80% “J__population
overall national one-way work trip travel time of 26 60%

minutes.* The least accessible metropolitan area
was Chicago with 30 percent of jobs accessible

40%

within 30 minutes by car. In New York, 32 percent 20%

of jobs are accessible in 30 minutes by car, making it o

the second least accessible metropolitan area. 10 Minutes 20 Mintes 30 Minutes 40 Minutes 50 Minutes 60 Minutes
Derived from U. of Minnesota Accessibility Observatory Figure 4

Some regional transportation plans report the population living within walking distance of a transit access
point (stop or station). Brookings Institution research indicated that in 2008 approximately two thirds of
employees in major metropolitan areas lived within walking distance of a transit stop.* This was a generous
estimate, based on a walking distance of 0.75 miles. Research indicates that this approximately three times the
normal distance people are willing to walk to transit.*> Even so, having transit within walking distance is no
indication that a significant percentage of a metropolitan areas employment locations can be reached by
transit in a reasonable amount of time.

Jobs Within 30 Minutes of Average Employee
NEW YORK & 49 MAJOR METROPOLITAN AREAS: 2015

70%

The University of Minnesota research also
indicates that the average employee in major
metropolitan areas can reach only a small fraction 60%
of the jobs by transit within 30 minutes compared
to by auto. On average, only 1.2 percent of jobs
can be reached by the average employee in 30 40%
minutes by transit. This compates to the 65.1
percent average by car, which is 50 times as high.
This is a research conclusion that should be very 20%
surprising, especially to a media and public policy 10%
environment that routinely refers to transit as an
alternative to driving (See: “Transit as an 0% New York Metropolitan Area 49 Major Metropolitan Areas
Alternative to the Auto?”) A6 Derived from U. of Minnesota Accessibility Observatory Figure 5

m By Auto

M By Transit

50%

30%

The ability to reach work by transit in metropolitan areas with the highest levels of transit service is extremely
limited. The San Francisco metropolitan area does best, where 3.5 percent of jobs can be reached in 30
minutes by transit. By comparison, 16 times as many jobs can be reached by the average employee in 30
minutes by car (560.5 percent).

Transit access to employment is even less in the New York metropolitan area, where only 2.5 percent of jobs
can be reached in 30 minutes (Figure 5). New Yorkers can reach 13 times as many jobs by auto (31.8
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percent). Even if a commute time of 60 minutes is assumed, the jobs that can be reached by transit are less
than one-fifth those that can be reached by auto (15 percent by transit compared to 79 percent by auto).

New Urban Rail: New urban rail lines have been built in a number of cities. Invariably, the proponents of
such systems have promoted the expectation that traffic congestion would be reduced, as drivers are attracted
from their cars.#’ At least partly to achieve this goal, the federal government has provided billions in subsidies
to metropolitan areas like Honolulu, Boston, Seattle, Miami, Minneapolis-St. Paul, and Houston. Contrary to
expectations by proponents, the new systems have had little impact on travel behavior.

Among 19 metropolitan areas that have built new light rail or metro (subway) systems since 1980 there has
been virtually 7o improvement in transit's market share, falling from 4.7 to 4.6 percent according to the last data
before system opening.*8 Driving alone has increased from an average of 73.0 percent to 76.6 percent in the
same cities.*” Without reducing the number of people driving alone, new rail systems cannot reduce traffic
congestion.

These results are not surprising, considering transit's generally slower travel (See: “Travel Times,” above) and
the much smaller number of jobs that can be reached (See: “Getting to Work,” above). Moreover, with new
rail systems, additional transfers between routes can be required, which lengthens travel times. Drivers are not
likely to be attracted to services that take longer, or in many cases cannot take them within walking distance
of where they need to go.”

Working at Home: Meanwhile, the percentage of people working at home exceeds that of transit in all but
39 of the more than 900 labor markets that comprise 94 percent of the population.>! If New York’s richly
transit-served Manhattan is excluded, more people work at home than commute by transit in the United
States. Since 1980, just before transit funding from the Highway Trust Fund was established, the share of
people using transit to get to work has declined more that 15 percent. Yet, national transit spending per
passenger mile increased 60 percent between 1982 and 2014.52 At the same time, working at home increased
more than 90 percent and required virtually no government expenditure.>?

Overall Travel: The share of overall personal travel for all trips by autos is even greater than for work trips
(above), at 94.2 percent, followed by 1.9 percent on transit and 1.7 percent on school buses.>*

The "Left Behind:" The Administration's budget refers to the "left behind", including the low-income
citizens of inner cities. One of transit's principal purposes is to provide mobility to low-income people who
are unable to afford autos.>

However, it is not well understood that the overwhelming majority of employees with below-poverty incomes
(77 percent) already #se antos to get to work. This is nearly as high as the average for all employees (86%). By
contrast, transit's share of work trips by employees with below-poverty incomes is only 8%, although still
above the overall average of 5 percent.’¢ Among the more than 900 labor matkets that constitute 94 percent
of the US population, only in one (New York, NY-NJ-PA) do more employees below the poverty level
commute by transit than by cat.’

Indeed, the paucity of transit access to jobs (see "The Work Trip," above) in even the largest metropolitan
areas represents a significant burden for low income workers. For example, a Federal Transit Administration
study on Boston found that low-income core city workers could reach virtually no entry level jobs in the high
growth suburbs within 30 minutes by transit. This is despite Boston having one of the best transit systems in
the nation.>

Low-income residents dependent on transit have a far more limited number of employment opportunities

than people who have cars. Their effective employment mobility in 30 minutes may be limited to single
routes (mainly buses) that have a bus or rail stop (or station) within walking distance of their homes and a
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stop within walking distance of their jobs. The chances that a day care facility will be along the same route are
even less, and if it were, stopping would require waiting for the next bus or train, which would make the trip
even longer. These factors could be serious impediments to working at all.

This inflexibility is much of the reason for the small percentage of jobs that the average commuter can reach
by transit, as indicated by the University of Minnesota research. This deficit in access can amount to hundreds
of thousands of jobs. Having a car is crucial to employment access throughout the metropolitan area.

Some researchers have concluded that the key to providing access for low-income workers without cars is
programs to make cars available. As Progressive Policy Institute teseatch put it: "The shortest distance
between a poor person and a job is along a line driven in a car."s

The reality is that people without autos generally have far more limited employment prospects and face
longer commutes. This leads to lower labor participation rates, which means a lower standard of living and
greater poverty. Autos are the only alternative for accessing the dispersed job locations throughout the
metropolitan area. States and local governments should examine whether some transit funding would be
more effectively used to assist those without autos to obtain cars, following the example of some innovative
programs.®® Even greater opportunities may be on the horizon, with the anticipated advent of autonomous
cars, which might provide door-to-door service more cost effectively, for people unable to afford their own
cars.

Fortunately, there has been significant progtess in auto access. Over the last half-century, there has been a 50
percent decline in the share of households without a vehicle, from 18 percent to nine percent. Much of that
improvement has been in improved access by African-American and Hispanic households.

3.1b: Assessment

The reality is that the most effective way for transportation to facilitate economic growth and long-term job
creation in metropolitan areas by improving access to jobs. This requires reducing traffic congestion.

Traffic congestion can be reduced by expanding highway capacity. Texas A&M Transportation Institute
analysis shows that urban areas that have expanded highway capacity at higher rates relative to demand have
done better in keeping traffic congestion under control.! For example, in fast growing Dallas-Fort Worth,
Houston, and Phoenix, pro-active roadway expansion programs have kept increases in traffic congestion at
less than one-third the national average, despite more than doubling their populations over the past three
decades.? Another means of improving traffic congestion is better traffic management, which is continually
improving due to information technology advancements.

Transit as an Alternative to the Auto?

Transit is often characterized as an alternative to autos for urban trips. This is implicit in the characterization
of the “love affair with the automobile.” In fact, it is not preference that explains why so many people drive,
but necessity. Without the car, most trips in metropolitan areas would be much longer, while many might not
even be possible, as both the University of Minnesota and Brookings Institution research indicates (above). It
is misleading to suggest otherwise. Except to very small, local geographic locations (such as Manhattan and
Chicago’s Loop), transit is not a viable alternative to the auto.

Part of the misconception may be due to the concentration of the national media, much of it located in
Manhattan (in the city of New York). No place is more atypical than the rest of the nation than Manhattan.
With a land area one-half that of Walt Disney World in Orlando, and less than two percent of the jobs,
Manhattan is the destination of more than one-quarter of all the nation’s transit commuters. In a nation
where nearly 80 percent of residents drive to work, fewer than five percent do in Manhattan.%3
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Finally, despite sometimes espoused utopian urban ideals, the modern metropolitan areas cannot be
reconfigured to replace auto use with travel by transit, bicycle or walking. The nation has a single
transportation system, the highways, which account for nearly all commuting and 60 percent of the surface
transportation freight movement (trucks and rail) and virtually all of the local emergency service travel.* To
duplicate this with transit is virtually impossible and, not surprisingly, no regional transportation plan
seriously proposes measures to accomplish that objective.

Congtress has been unable to muster the support to increase highway user fees in recent years. Robert Poole
and Adrian Moore of the Reason Foundation surmise that " .. there does appear to be a connection between
motorist/taxpayer confidence in a government’s highway program and their willingness to suppott increases
in fuel taxes."é> The political support may be limited because people lack confidence that higher user fees will
improve highways to a corresponding degree.

The Use of Highway User Fees: Based on the 2016 authorizations, the share of funding transferred to the
states for highway purposes has dropped to less than 70 percent.o

Transit: By far the largest diversion is highway user fees that are dedicated to mass transit.t” Transit receives
nearly 16 percent of Highway Trust Fund revenues by law through the Mass Transit Account. In addition,
transit receives funding from the Highway Account itself. As a result, transit receives a disproportionate share
of federal funding relative to its less than two percent share of travel and zero percent share of freight
movement.

In 2015, users of cars, buses, and trucks paid less than $0.007 per highway passenger mile to support
highways. However, highway users paid more than

15 times that amount (more than $0.11) per transit Use of Highway User Fees on Fuel

passenger mile (Figure 6 ).68 . UNITED STATES: 2015
0.12

Taxes on diesel fuel replicate this pattern, in this 4010
case having trucks subsidize transit while taking
funds from potential highway improvement. The
same 2.86 cents per gallon is diverted to transit from | ¢4
diesel fuel user fees, mainly paid by trucks, as is
diverted from gasoline fees, paid mainly by auto s0.04
usets. Given transit's failure to reduce traffic
congestion, this results in trucks subsidizing higher
congestion levels, by virtue of not being able to take oy User payments to Highway - Mighway UserPayments to Mase Trane
advantage of the congestion relief that could be Account per Highway Passenger Mile Account per Transit Passenger Mile
tinanced with the diverted user fees.
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Derived from Highway Statistics 2015. Figure 6

Other Diversions: There are other diversions, including the Congestion Mitigation and Air Quality
Improvement program ($2.3 billion annually) and the Transportation Alternatives Set-Aside ($0.8 billion
annually) and other smaller programs. These programs finance transit (in addition to transit diversion noted
above), bicycle, pedestrian, off-road facilities, recreational trails and other programs.

Highway and Transit Recommendation: In evaluating surface transportation programs, the Trump
Administration should seek to require that highway fuel user-fee funding be spent on highways, such as
additional capacity, improved traffic management, and maintenance. Highway user funding should not be
available to transit or other programs that divert funding from highways. This would provide the maximum
possible level of support to the nation’s basic transportation system with the most potential to facilitate
economic growth and better people's lives.
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In the long run, the continuing decline of Highway Trust Fund resources relative to highway expenditures
could be an opportunity for a gradual, defacto devolution of the program to the states. As the Administration
indicates, states and localities have already raised revenues for transportation functions.

Despite this hard choice, there is no question of transit’s importance in some local areas, but that is a matter
for state and local funding.

Recommendation: Highway user fees should be used only for highways. Diversions to transit and other
programs should be discontinued.

3.2: Private Finance

State departments of transportation have seen highway expenditures race ahead of funding, as fuel economy
has improved, costs have risen, and highway user funding has been used for non-highway uses from transit to
bike paths. As a result, a larger share of expenditures has been on maintenance, with critical bridge
replacements and highway system expansions deferred. Traffic congestion has worsened in this environment
(See Section 1.2).

The Administration proposes a program to attract greater private sector funding involvement. Among other
things, this would make it possible to deliver high priority projects that might otherwise be deferred for years.
Specifically, $200 billion is recommended to augment private funding over the next ten yeats.

Many details are yet to come. However, to ensure the effectiveness of any such program, the following
difficulties need to be addressed.

TIFIA and Private Activity Bonds Reform
The Administration focuses on two programs.

The first program, TIFIA (Transportation Infrastructure Finance and Innovation Act), provides below
market rate loans, which are limited to 33 percent of project costs. In addition, TIFIA provides loan
guarantees and standby letters of credit to public and private project developers.®” The Administration has
referred to increasing from $275 million to $1 billion annually over the next 10 years. USDOT indicates that
each dollar of TIFIA funding supports $14 in loans and with other attracted capital, supports $40 in
infrastructure investment.”

The second program is the US Department of Transportation authorization for tax exempt state and local
private activity bonds on behalf of privately developed infrastructure. There is a limit of $15 billion in total
bond exposure on this program, and approximately $4 billion of that amount remains.”! Generally, there is no
federal, state or local government liability, since collateral is limited to that of the private developer. Usually
bond holders suffer no losses, but that is not guaranteed.”> The Administration has suggested raising the $15
billion cap, but has not made a formal proposal.

These two programs are examined together because of their similar intended outcomes and the fact that some
projects use funding from both programs.

Recent Administration: Currently, neither of these programs are geared toward identification and funding
of the most important priorities. This can only be identified in a formal federally led process, in collaboration
with the states (below).

Higher Priority Approvals: The two programs have funded some critically important projects that are

illustrative of the types of infrastructure likely to best serve economic growth and long-term job creation. For
example:

A Roadmap to Job-Creating Transportation Infrastructure: Doing the Right Things Right 15



e The new Goethals Bridge between New York and New Jersey replaced a nearly 90 year old span,
which had substandard width lanes, and no shoulders. This was both a traffic bottleneck and a
safety hazard, especially in this part of metropolitan New York, with its heavy freight traffic,
much of it related to the ocean ports and Newark Liberty International Airport. The fully
completed bridge will have six lanes, rather than the four on the old bridge.”

e The new Interstate 1-635 express toll lanes in Dallas-Fort Worth have provided important added
capacity.” Projects such as these have helped Dallas-Fort Worth retain the lowest traffic
congestion level in the world among urban areas with more than 5 million population.”

e An under-construction segment of Interstate 69 in Indiana will facilitate better trade connections
between Canada, the United States, and Mexico.”

e Express toll lanes are under construction on State Highway 288 in Houston, which will expand
highway capacity, and include some reconstruction of existing highway segments.”” As noted
above, Houston had been able to control traffic congestion better than most urban areas, despite
substantial population growth (above).

e The “Ultimate Interstate 4” project will provide four new express toll lanes across Orlando and
reconstruct the existing lanes, providing much needed congestion relief in the nation’s third
fastest growing major metropolitan area.”

e The Interstate 595 project in Broward County, Florida expands roadway capacity with express
toll lanes in the nation’s 8t largest metropolitan area (Miami).”

Other Approvals: At the same time, other projects approved under TIFIA and the USDOT private activity
bond authority might not have been approved had the programs been administered principally to support the
highest priority projects. Two potential examples follow:

e An intercity passenger rail project between Miami and Orlando was approved requiring a
particularly large share of the remaining federal (USDOT) private activity bonding authority.8
Moreover, the market (Miami to Orlando) already includes multiple commercial alternatives
(autos, buses and airlines).5!

e In Los Angeles, federal TIFIA loans were executed for rail expansion in a transit system that has
experienced a substantial ridership dec/ine®> despite having opened seven new rail lines.®? This
contrasts with a principal purpose for building urban rail systems, which is to znerease transit

ridership.

The Need for Reform: None of this is an inherent criticism of TIFIA or private activity bonds, which have
achieved their purpose of increasing private funding involvement in transportation infrastructure.$* The
challenges in the future are likely to be greater, as private alternatives replace more traditional funding
approaches.

The scarce federal private financing resources in the years ahead should be committed to the highest priority
projects, such as urban traffic congestion relief and critical bridge replacement. Otherwise, suggestions that
the US infrastructure crisis has been exaggerated could find greater support.> The administration of the
TIFIA and the private activity bond programs need to be reformed to achieve the broader purposes
envisaged by the Trump Administration (below).
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Moving Forward: Reforms to Achieve Genuine Prioritization

The Trump Administration’s private finance initiative will require carefully managing scarce program
resources and focusing on the highest priority needs in order to be successful. As is noted above (Section
1.3), not all infrastructure is equally productive. The Administration’s private initiative should focus on the
projects most likely to have the strongest impact on economic growth and long-term job creation.

Recommendation: The Administration’s private finance initiative should support the highest priority project in
terms of economic productivity and safety.

Achieving the Administration’s intention to “fix underlying incentives, procedures, and policies to spur bettet,
and more efficient, infrastructure decisions and outcomes" will require a setious effort to identify the most
important priorities.® The key is to identify projects that are just as critical as the New York-New Jersey
Goethals Bridge replacement, the Dallas-Fort Worth 1-635 express lanes or the I-4 expansion in Orlando.
The Administration should develop a list of the highest priority projects of national significance based on
their potential economic contribution, regardless of transportation mode.

One approach would be for the Administration to propose reforms to focus on a more competitive process
aimed at identifying and funding the highest priority projects. This could include a call for proposals to state
governments and their prospective private partners. It would also require adoption of evaluation critetia to
identify projects that provide the greatest public benefit in reducing traffic congestion (both urban and rural),
along with critical bridge replacement and highway system maintenance.®”

Recommendation: Develop a list of the highest priority projects of national significance based on their
potential economic contribution or safety benefits (such as critical bridge replacement).

A particularly good use of such financing would be express toll lanes,® such as those in Atlanta, Miami and
Los Angeles. Toll express lanes have the advantage of increasing roadway capacity, and providing faster
movement for toll paying drivers and people sharing rides, while preserving mobility for others, including the
many low-income commuters forced to drive because transit service is not practically available (Section 3.1a,
“Getting to Work” and “The Left Behind”). Express toll lanes can also be used by transit and intercity buses
to speed travel. Projects approved under these two programs should be exempt from Davis-Bacon prevailing
wage requires and should not be subject to project labor agreements (Section 3.5).

Recommendation: Develop a competitive process to ensure that the TIFIA and private activity bonds
programs support projects of national significance. This should include the adoption of criteria geared toward
expanding capacity to reduce traffic congestion and critical bridge replacement.

Recommendation: Approved projects should be exempt from Davis-Bacon prevailing wage requirements and
be prohibited from using project labor agreements.

The Larger Context: Further, tax exempt financing and interest subsidies are not without their difficulties.
Their very availability can encourage approval of politically driven projects that would not survive a genuine
prioritization based on economic growth and long-term job creation impacts. In addition, tax exempt bonds
produce a loss in income tax revenue for the US Treasury, which contributes to higher deficits and the
national debt. In addition, tax exempt financing, or below market rate financing (as in TIFIA) competes with
conventional commercial financing. These are not generally desirable results. In the longer run, tax reform
might deal with these issues. In the meantime, the Administration should craft strong enough criteria to
ensure that the projects approved are very high priority from an economic perspective, and that their impact
on the federal treasury and commercial competition is as slight as possible.
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Recommendation: Projects should be evaluated in relation their impact on federal revenues, with only the
most important approved.

Rail Rehabilitation and Investment Financing Program

Another federal credit initiative, the Rail Rehabilitation and Investment Financing (RRIF) program could
impose significant costs on the nation’s taxpayers unless reformed. The program has been operating
successfully for at least 15 years, offering taxpayer guaranteed financial assistance mainly to small railroads
and state and local governments in the form direct loans with below market rate interest or loan guarantees.
Loans may be for up to 35 years, covering up to 100 percent of projects costs and at US Treasuring
borrowing rates, which are below market rates. Payments may be deferred for the first six years.?

However, this program has attracted the attention of privately financed high-speed rail proposals. One such
application, for $5.5 billion, was reportedly suspended for failure to observe Buy America requirements.”
There are reports that another high-speed rail application could be received as well as an intercity rail
application.”! As is discussed below (Section 3.5), “at risk” private investment has not succeeded in building
and operating high-speed rail.

The security of the RRIF program should be reformed to better protect taxpayers. Alternatives might include
applying the strong loan, credit rating and collateral standards as already govern the TIFIA program, and a
maximum loan limit (such as $1 billion) for any loan not backed by the full faith and credit of a US state or
local government.

Recommendation: Strengthen financial safeguards in the Reform the Railroad Rehabilitation and Investment
Financing (RRIF) program to minimize potential taxpayer losses from large projects with a high degree of
risk, such as high-speed rail.

The nation already has had unfortunate experiences with risky federal guarantees, such as the loan guarantee
to Solyndra. In the subsequent default, taxpayers lost more than $0.5 billion.”? The potential risks from
passenger rail could dwarf those of the Solyndra debacle.

3.3: Amtrak

Amtrak is highly subsidized, having received $1.4 billion in federal grants in 2016. Amtrak's total costs in 2016
were approximately $0.65 per passenger mile of travel, supported principally by revenues from passengers,
other commercial revenue, and federal and state subsidies.”

By comparison, domestic aitline fares per passenger mile in 2016 were $0.15 per passenger mile, which, along
with freight revenues, contribute user fee funding for airport construction and operations. This includes
support by the Airport and Airway Trust Fund. Federal Aviation Administration operations are federally
subsidized. However, the Trump Administration has appropriately proposed corporatization of the Air
Traftic Control system, which would erase much or all of the taxpayer funding (general fund) by conversion
to uset-fee financing.%*

As noted above, the Administration would discontinue funding Amtrak’s long-distance trains, pointing out
the array of intercity transportation alternatives to Amtrak. The same logic supports ending Amtrak federal
subsidies entirely, including the Northeast Corridor. In addition to highways and aitlines, the Northeast
Corridor is served by intercity buses operating between Washington, Baltimore, Philadelphia, New York,
Boston and other cities. These services operate without virtually any subsidy. One estimate is that there may
be as many as 24 million annual passengers in the Northeast. This would be about double the corresponding
Amtrak 2016 ridership in the Northeast Corridor. %
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Moreover, the Northeast Corridor may not need subsidies at all. Amtrak reports that services in the
Northeast Corridor (Washington to New York and Boston) are profitable, earning a 38 percent profit
(excluding depreciation and reconciling items).?® With this favorable financial performance the Northeast
Corridor should be attractive to private investors.

The Administration should propose phasing out all subsidies to Amtrak and take steps to convert the
Northeast Corridor to fully commercial operation. Should this be infeasible, the states should be offered the
opportunity to continue operations, under an interstate compact.

Recommendation: Northeast Corridor subsidies should be discontinued (in addition to all other federal
subsidies).

Federal subsidies to Amtrak are unnecessary and because they subsidize travel preference, in markets with
alternatives that are either commercial or require far lower subsidy levels. Even in the Northeast Corridor, no
one would be denied intercity mobility, because multiple alternatives are available, autos, intercity buses and
airline service.

3.4: High-Speed Rail

As is noted above, the Administration has not recommended funding for high-speed rail.”7 Yet high-speed
rail remains popular among some interest groups.

In 2017 President Obama recommended $7 billion for high-speed rail, though Congress declined the
appropriation.”® Japan’s Prime Minister Shinzo Abe used a high-profile February U.S. visit to President
Trump to urge development of high-speed rail in the United States. There are frequent calls from interest
groups for developing high-speed rail.

One of the most often repeated justifications for developing high-speed rail is that the United States trails
other nations in its development. Envy is hardly a sufficient justification for the subsidies that would be
necessary.

High-speed rail is an effective means of intercity transportation, yet is routinely subsidized. All but three of
the world’s high-speed rail segments have been subsidized, with only Tokyo to Osaka, Paris to Lyon, and
Beijing to Shanghai having been profitable.”” However, each of these lines is part of a much larger system that
relies on government subsidy support. Most or all of the comparatively rare private investment in high-speed
rail has been guaranteed, lost, or subsequently assumed by governments. There is no example of a genuine
high-speed rail system both constructed and operated profitably relying only on at risk commercial
investment.!% It thus seems likely that taxpayer subsidies could ultimately be sought. Moreover, there are
indications that high-speed rail and intercity rail projects could seck taxpayer backed federal loan guarantees
through the RRIF program (Section 3.2).

International research led by Oxford University Professor Bent Flyvbjerg showed that new intercity passenger
rail lines, including high-speed rail, typically cost far more than projected and attract lower ridership (revenue)
than projected.’”! This puts taxpayers at considerable financial risk. For example, by 2012, the cost of
California's high-speed rail line doubled from the level indicated by advocates of the 2008 high-speed rail
referendum. Since that time, the project has been significantly scaled back, eliminating some high-speed
segments.102

As the Administration has said of Amtrak, thete are travel alternatives, with communities "... served by an

expansive aviation, interstate highway, and intercity bus network."1 The same is true of high-speed rail.
Without it, no one is denied intercity mobility in the United States.
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Further, government loans or guarantees are inappropriate, especially in view of the high degree of taxpayer
risk (Section 3.2). Government funding for high-speed rail is unnecessary and would be a subsidy of a travel
preference, not of a travel need.

Recommendation: Despite the strong special interest support of high-speed rail, no federal funding or loan
guarantees should be provided.

Private high-speed rail lines should be built only if they do not require public support, whether in the form of
subsidies, loans or financial guarantees.

3.5: Regulatory Reform

The Trump Administration seeks to reduce transportation infrastructure costs and speed up project delivery
by reducing federal regulations. There is considerable potential in regulatory reform.

Davis-Bacon prevailing wage requirements may be the most significant opportunity for savings and
expanding the productivity ground transportation infrastructure. If the assumptions used by Michael Sargent
and Nicholas Loris of the Heritage Foundation are used, savings based on state and local highway
construction spending in 2016 could have been $2.8 billion.!** These savings would have been distributed
among many state and local government agencies, and, as a result, would not likely have the larger projects.
However, the impacts could be great. A $2.8 billion savings could pay for the replacement of more than 1,200
average cost structurally deficient bridges each year.10

Another costly regulation is "project labor agreements" (PLAs). Project labor agreements ate between project
developers and labor unions that impose restrictions that limit competition in bidding. A report by the
Beacon Hill Institute found that PLAs add as much as 20 percent to the cost of projects.!%

The most important reason for repealing Davis-Bacon and prohibiting PLAs is to more efficiently deliver
projects. This means more infrastructure can be produced, which can spur additional economic growth, long-
term job creation, a higher standard of living, and less poverty.

Recommendation: The Davis Bacon Act prevailing wage requirements should be repealed.

Recommendation: Project Labor Agreements should be prohibited
3.6: Permit Streamlining

The Trump Administration is also interested in streamlining the permitting of projects. In a speech to the US
Department of Transportation, the President cited a Maryland highway (the "Intercounty Connector") for the
volume of review and analysis documents (70 pounds).17 It took more than two decades after a 1983
environmental impact statement for construction to start. There is a need to review permitting requirements,
both for content and to minimize the approvals and agencies that are required. The 2018 budget suggests a
"one-stop" federal agency approval process for projects, which would be an important improvement.! This
reform should be implemented.

Recommendation: The one-stop federal agency proposal should be implemented.
3.7: Unsubsidized Surface Transportation
Three modes of transport that are within the purview of this report are virtually unsubsidized. This includes

the freight railways, highway freight (trucks) and intercity buses. The Administration has made no significant
proposals for any of these sectors, which is appropriate.
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However, for all its useful transportation statistical reporting, the federal government does not provide
specific data on the intercity bus industry, which, at least by one estimate, carties about double the Amtrak
volume of ridership.1?” Intercity buses should be comprehensively reported upon, as well as school buses,
which carry nearly as many rides each year as transit (Section 3.1a).

Part 4: Conclusion: Improving Efficiency and Effectiveness

The Trump Administration transportation infrastructure plan is an important philosophical step in the right
direction, with its emphasis on more efficient and effective project delivery, user-fee financing and fiscal
responsibility. At the same time, the proposals are largely conceptual and their success will depend upon
details that put people first through economic growth, long-term job creation, a better standard of living and
less poverty. This report includes additional recommendations for consideration as the Administration further
refines its proposals (Box).

At the same time, it will be important to better focus private funding programs on the highest infrastructure
priorities, and to minimize setious risks to taxpayers and bond buyers that could emerge from insufficiently
vetted projects. As is recommended above, the Administration should lead an inter-modal prioritization
project, the results of which would be used in approving private finance transactions. This would do much to
ensure that outcome-driven, rather than politically driven, projects emerge and that the nation is provided
with productive infrastructure that puts people first.

The recommendations suggest doing the focusing federal support on genuine needs for programs for which
there is no alternative, and doing them right by spending no more than necessary. The sooner the hard
choices are made, the better for future generations.

Box: Recommendations

The recommendations should be a part of any infrastructure plan, to facilitate greater economic growth, to improve the standard of living, and to
reduce poverty.

Highway user fees should be used only for highways. Diversions to transit and other programs should be discontinued.

Develop a list of the highest priority projects of national significance based on their potential economic contribution or safety benefits (such as
critical bridge replacement).

Develop a competitive process to ensure that the TIFIA and private activity bonds programs support projects of national significance. This
should include the adoption of criteria geared toward expanding capacity to reduce traffic congestion and critical bridge replacement.

Approved projects should be exempt from Davis-Bacon prevailing wage requirements and be prohibited from using project labor agreements.
Projects should be evaluated in relation their impact on federal revenues, with only the most important approved.

Strengthen financial safeguards in the Reform the Railroad Rehabilitation and Investment Financing (RRIF) program to minimize potential
taxpayer losses from large projects with a high degree of risk, such as high-speed rail.

Amtrak Northeast Corridor subsidies should be discontinued (in addition to all other federal subsidies).

Despite the strong special interest support of high-speed rail, no federal funding or loan guarantees should be provided.
The Davis Bacon Act prevailing wage requirements should be repealed.

Project Labor Agreements should be prohibited.

The one-stop federal agency proposal should be implemented.
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