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Chairman Lewis, Chairman Neal and members of the Subcommittees —

On behalf of the American Road and Transportation Builders Association, | want to thank you
for the opportunity to testify on the i mmense
investment needs and Highway Trust Fund revenues, and options for closing that gap.

My nameis WilliamBuec hner . | am a professional econom
President for Economics and Research for 12 years. Prior to joining ARTBA in 1996, | served 21

years as a member of the core economics staff of the Congressional Joint Economic Committee,

where | staffed more than 300 hearings on economic policy, unemployment, inflation and

investment policy, among a wide range of other topics. | earned my Ph.D. in economics at

Harvard University, where | served as senior research associate for the late John Kenneth

Galbraith.

ARTBA is the oldest national transportation construction association. The Association is a
federation whose primary goal is to aggressively grow and protect federal transportation
infrastructure investment to meet the public and business demand for safe and efficient travel.
ARTBA provides programs and services designed to give its more than 5,000 public and private
sector members a global competitive edge.

vdzl YGATeAY3I GKS aLy@SaildyYSyld DI LXEY
The USDOT Conditions and Performance Report

Every two years, the U.S. Department of Transportation issues a report on the Conditions and
Performance of the Nat i ojpnnwhichHdalgulatesehyasnual Br i dge s
investment that all levels of government would have to make both to maintain current

conditions on U.S. highways as well as to improve conditions. These calculations are not a wish

list of all the projects we would like to do if we had the money. They are instead based on an

economic comparison of costs and benefits of potential improvements to a sample of more

than 100,000 highway segments in the U.S. and are about as objective as possible given current

data sources and computational techniques.



The latest report, which was issued in January 2007, provides data on the average annual
investment that would be needed between 2004 and 2023 both to maintain conditions and
improve conditions. When combined with information on recent increases in highway
construction costs and the traditional federal share of highway investment, the report shows
that funding for the federal highway program in the next surface transportation authorization
bill should be in the range of $62 to $69 billion per year just to maintain current highway and
bridge conditions. The annual federal investment needed to improve conditions would be even
higher.

By contrast, federal highway investment in fiscal year 2009 is $40.7 billion, a shortfall of more
than $20 billion.

The report also includes data on t hrensittcost to
systems, including both bus and rail-based transit. When combined with data on recent cost

increases and traditional federal share, the report indicates that a federal transit program of

$12 to $13 billion annually between FY 2010 and 2015 would maintain conditions while $16 to

$18 billion would be needed to improve conditions. In FY 2009, total funding for the public

transportation program was just over $10 billion.

Looking forward, the gap between resources and needs is daunting. As Chart 1 shows,

projected Highway Trust Fund revenues between FY 2010 and FY 2015 are far less than needed

to support the current level of federal highway investment, let alone support a program that

meets the nation’s highway investment require

Why the Highway Trust Fund NeedsaCashG L Y T dza A 2 Yy €
Just to Meet Current Obligations

The left side of the chart illustrates how we arrived at this critical situation. When Congress
enacted SAFETEA-LU in August 2005, highway program funding was set at annual levels for FY
2005 through FY 2009 that would not only spend all of the projected revenues into the Highway
Account of the Highway Trust Fund but also liquidate the entire cash balance. Each year,
highway program funding shown by the red line in the chart exceeded highway account
revenues, shown by the blue line. By design, there would be no cash balance in the Highway
Account going into the next authorization. The Mass Transit Account would have met a similar
fate but for a change in the scoring of outlays.

A serious recession starting last year combined with a spate of unusually high gasoline prices
last summer have resulted in lower Highway Trust Fund revenues in FY 2008 and 2009 than
originally projected. The main problem in FY 2008 was the precipitous decline in revenues from
sales and use of heavy trucks as imports and freight shipments plummeted. This year, the
recession and increased joblessness have reduced motor fuel tax revenues although we
received some encouraging information a few days ago when the Federal Highway



Administration reported that highway travel in April was up 0.6 percent compared to April
2008, the first such increase in 17 months.

With revenues falling short of projections, Congress had to make an $8 billion transfer into the
Highway Account toward the end of FY 2008. The Obama Administration calculates that
another $5-57 billion transfer will be needed to prevent the trust fund from running short of
cash in early August and an additional infusion in the range of $10 billion would be necessary to
support the federal highway program at its current funding level in FY 2010.

Chart 1 - Federal Share of Needed Highway
Investmentls Far Above SAFETEA-LU Funding
and Future Highway Account Revenues
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Justification for Redirecting Revenue to the Highway Trust Fund

There are ample justifications for an infusion of cash into the Highway Trust Fund. When
Congress last increased the federal motor fuels tax, by 4.3 cents per gallon in 1993, the receipts
during FY 1994 through FY 1997 were credited to the General Fund, costing the Highway Trust
Fund more than $22 billion in lost revenues. Similarly, since FY 1999, interest earned on the
cash balance in the Highway Trust Fund has been credited to the General Fund, costing more
than S15 billion in lost revenues. Another $7 billion of trust fund revenues have been used since
FY 1989 to pay for emergency spending, which the law now requires be paid from the General



Fund. If Congress had not siphoned these funds from the Highway Trust Fund, there would be
no shortfall and no cash infusion needed today.

We strongly urge Congress to transfer the funds needed to support federal highway investment
the remainder of this fiscal year.

The FY 2010 HTF Problem & Potential Negative Employment Impacts

The most important issue, however, is illustrated by the right half of Chart 1, which is that

projected Highway Trust fund revenues are critically inadequate to finance the level of highway

invest ment needed to maintain and i mprove the
during the next authorization period.

First, we face an immediate problem in FY 2010. Both the administration and CBO project that
highway account revenues next year will be about $33 billion, a figure that will be updated
shortly with release of the Midsession Review of the Budget for FY 2010. Regardless of the
ultimate revenue figure, the fact is that most of the Highway Account revenues in FY 2010 are
already encumbered to reimburse state and local transportation agencies for construction work
authorized in FY 2009, FY 2008 and earlier. The administration estimates that the Highway Trust
Fund could support no more than S5 billion of new funding in FY 2010 while CBO is about $20
billion higher, at $26.6 billion. A similar funding collapse would hit the mass transit program in
FY 2011.

Either figure would represent a serious contraction of federal highway investment at a time
when state and local governments are dealing with their own serious fiscal problems. The
highway funds apportioned to every state would be cut at least 34 percent. The cut would wipe
out more than 400,000 jobs throughout the U.S. economy, seriously eroding the job creation
impact of the highway funds in the American Recovery and Reinvestment Act passed by
Congress earlier this year. Chart 2 below shows the potential impact on federal highway funds
and jobs in each state.

Even if Congress sustains federal highway investment in FY 2010 either through an emergency
transfer into the Highway Account or by appropriating general funds as the Administration
suggests in the FY 2010 budget, the revenue shortfall in FY 2011 through FY 2015 remains. As
Chart 1 shows, at no time would Highway Account revenues support program funding that
comes close to the funding levels enacted in SAFETEA-LU.

The same issue faces the mass transit program a year later.



ﬂﬂﬂ—Ameﬁcan Road & Chart 2- Jobs at Risk from FY 2010 Highway
Aansportation Builders  Eunding Cut and PotentialFunding Loss (in millions)
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Source ARTBA analysis of Congressional Budget Office data.
© American Road & Transportation Builders Association,20(pdated January 2009.

Chart 1 also illustrates the fact that projected Highway Trust Fund revenues are grossly
inadequate to meet the nation’s highway inves
revenues and the annual federal investment required just to maintain current conditions and
performance on t he idgaibjustoover$31 bilidn pehyeasbgteweensdfh d b r
2010 and 2015. And this does not take into account the additional revenues that would be

needed to finance the highway safety administrations and the public transportation program.
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The Investment Gap The massive gap between federal highway investment and needs is shown

on a state by state basis in Table 1. For example, the table shows that Massachusetts would

need an annual federal investmentofjustover $1 billion to maintain
highways and bridges. In FY 2009, it received about half of that amount and would receive

about one-third that amount in FY 2010 if Congress fails to address the Highway Trust Fund

revenue shortfall. The table also shows that the ARRA highway funds, while helpful, come

nowhere near filling the gap. Most other states are in a similar situation.



Table 1 - Federal Highway Program Funding versus Federal Share of Highway Investment Needs
(Millions of dollars)

ARRA Highway
Highway Program Formula Funding Federal Share of Investment Needs, 2010 Stimulus Funds /1
State FY 2009 Actual FY 2010 Estimate Maintain Conditions  Improve Conditions FY 2009-10
Alabama $664.2 $426.1 $840.7 $1,222.5 $513.7
Alaska $290.7 $195.5 $166.8 $236.6 $175.5
Arizona $672.4 $436.8 $734.4 $1,126.3 $522.0
Arkansas $410.8 $263.7 $1,294.0 $1,824.0 $351.5
California $3,002.8 $1,906.8 $8,217.3 $12,141.4 $2,569.6
Colorado $451.1 $286.2 $836.3 $1,266.7 $403.9
Connecticut $422.8 $271.6 $627.6 $952.2 $302.1
Delaware $129.9 $82.3 $140.8 $214.3 $121.8
Dist. of Col. $126.8 $78.6 $165.4 $240.6 $123.5
Florida $1,690.1 $1,108.0 $1,955.8 $3,133.1 $1,346.7
Georgia $1,143.8 $746.5 $1,266.9 $1,957.4 $931.6
Hawaii $136.0 $84.9 $176.5 $251.0 $125.7
Idaho $244.8 $158.8 $697.2 $968.5 $181.9
lllinois $1,121.7 $719.8 $2,208.5 $3,240.0 $935.6
Indiana $852.5 $557.1 $1,152.7 $1,725.1 $658.0
lowa $384.4 $242.4 $875.1 $1,196.3 $358.2
Kansas $327.6 $204.1 $1,672.7 $2,297.2 $347.8
Kentucky $568.1 $365.6 $609.8 $940.3 $421.1
Louisiana $555.6 $353.5 $1,408.8 $2,005.2 $429.9
Maine $141.8 $87.6 $270.8 $365.8 $130.8
Maryland $518.5 $327.5 $973.5 $1,437.5 $431.0
Massachusetts $531.9 $332.0 $1,047.7 $1,598.8 $437.9
Michigan $927.0 $590.9 $2,010.1 $2,899.6 $847.2
Minnesota $523.4 $335.1 $1,656.5 $2,449.1 $502.3
Mississippi $389.2 $247.1 $966.9 $1,366.6 $356.3
Missouri $762.0 $490.2 $2,039.9 $2,906.2 $637.5
Montana $315.8 $205.7 $176.1 $238.1 $211.8
Nebraska $244.6 $153.8 $406.4 $568.5 $235.6
Nevada $256.1 $164.8 $385.7 $603.9 $201.4
New Hampshire $146.2 $92.6 $280.3 $421.5 $129.4
New jersey $859.7 $551.7 $2,127.0 $3,193.0 $651.8
New Mexico $310.2 $198.8 $778.8 $1,103.8 $252.6
New York $1,450.2 $914.8 $3,282.3 $4,887.6 $1,120.7
North Carolina $930.6 $600.8 $2,062.3 $3,262.1 $7355
North Dakota $207.3 $130.5 $247.0 $338.3 $170.1
Ohio $1,147.4 $737.7 $1,254.0 $1,876.3 $935.7
Oklahoma $504.8 $321.1 $1,849.5 $2,493.4 $464.7
Oregon $372.6 $234.6 $647.9 $974.6 $333.9
Pennsylvania $1,443.9 $916.0 $2,722.6 $3,958.7 $1,026.4
Rhode Island $163.8 $101.2 $187.7 $269.4 $137.1
South Carolina $549.0 $355.4 $589.6 $780.9 $465.1
South Dakota $217.4 $138.9 $407.4 $543.1 $183.0
Tennessee $704.2 $454.8 $1,087.8 $1,688.8 $572.7
Texas $2,868.6 $1,868.0 $4,664.0 $6,986.8 $2,250.0
Utah $259.4 $165.7 $460.0 $730.7 $215.5
Vermont $134.1 $83.0 $216.8 $300.0 $125.8
Virginia $859.5 $554.1 $850.1 $1,258.7 $694.5
Washington $556.5 $347.7 $1,092.3 $1,604.9 $492.2
West Virginia $350.1 $228.3 $871.3 $1,260.2 $210.9
Wisconsin $642.7 $419.2 $874.9 $1,164.7 $529.1
Wyoming $215.5 $136.8 $166.3 $235.8 $157.6
Total $32,700.1 $20,974.6 $61,701.0 $90,706.2 $26,666.1

1/ Data in the "Needs" columns represent annual investments that would be required each year FY 2010-2015, while ARRA
is one-time funding provided only during FY 2009-10 gnd thus not available to meet needs in future years.
o)
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Some argue that increased fuel economy and reduced driving mean the federal motor fuel tax
is no longer a viable revenue source for the highway program.

This is an appealing story but it is not the reason for the funding gap.

The average fuel economy of cars and light trucks in the U.S. has been virtually unchanged for
well over a decade. The proposed CAFE standards for new cars and light trucks will have an
impact in the future, but the new standards will be phased in and not fully take effect until
2015, which is the end of the next authorization. ARTBA is preparing an analysis of the impact
of increased CAFE standards on future Highway Trust Fund revenues, but it is clear that the
standards will not have a material impact on revenues until well after the next authorization
legislation expires.

There is no question that the recession-driven reduction in driving is affecting Highway Trust
Fund revenues, but the massive gap between revenues and needs would still exist even there
were no recession. The U.S. Treasury Department reports that motor fuel tax revenues so far in
FY 2009 are about 6 percent less than during the same part of FY 2008. Applied to the whole
fiscal year, the reduction in fuel tax revenues would be well below $2 billion. As the economy
improves and travel starts to grow as it did in April, so will Highway Trust Fund revenues. But
the revenue gap will still remain.

Studies conducted by the Transportation Research Board, the National Surface Transportation

Policy and Revenue Study Commission and the National Surface Transportation Infrastructure

Financing Commission all concluded that the federal motor fuel excise taxes remain a viable

financing source for the Highway Trust Fund. The real problem is that the tax rates on motor

fuels have been constant since 1993. The rate
investment needs nor to the cost of building and maintaining transportation infrastructure.

Furthermore, rising highway construction costs particularly since 2003 have seriously eroded

the purchasing power of the fuel tax revenues. By 2015, the purchasing power of the federal

motor fuel tax will be half what it was when Congress enacted it in 1993.

A

La 9fAYAYIGAYI 621308 YR G5AFSNBAZ2YE

Another argument often made is that the revenue shortfall could be addressed by eliminating
“waste” and “diversion” of federal highway funds to enhancements, environmental protection
and transit. These are issues that should be part of the debate related to SAFETEA-LU
reauthorization, but the money involved is only a fraction of the amount needed to close the
revenue gap. The Congressional Budget Office estimates that Mass Transit Account revenues
will average just under S5 billion per year between FY 2010 and 2015. Even if all went for
highways, the annual gap between needs and revenues would still exceed $25 billion. In 2007,
FHWA reports that state and local transportation agencies obligated $122 million of federal



highway funds for environmentally-related projects, or less than 4 tenths of one percent of the
highway funds obligated that year. Eliminating that would have a miniscule impact on the gap.
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Freight Movement & State Economies

Despite the clear i mportance of the nation’s
t he nati on’ saresuggesting the/federabgovanement should turn responsibility

for highway investment to state and local governments. With the Interstate Highway System at

maturity, they argue, there is no further productive role for the federal government in setting

highway investment policies or financing highway improvements. Under this line of thinking,

state and local governments, which know their highway investment needs better than the

federal government, should decide appropriate investment levels and carry out highway

improvements.

One factor contributing to this attack on the federal highway program is that little information
exists on the extent to which each state
services provided by highways in other states. No state exists in an economic vacuum. The
economic prosperity of each state depends heavily on the ability of its local businesses to

access markets and customers around the country. That access is provided primarily by
highways. Even if a state were to do an outstanding job of building and maintaining its own

hi ghways, that effort would support only a sm
activity. The state’s economy would stil!]l be
by policymakers in other states.

S ec

This is a particularly important concern for long-haul traffic to distant markets. If road

improvements were financed solely or primarily by locally-generated taxes, state departments

of transportation (DOTs) would be responsible to invest funds in ways that benefit local

taxpayers. DOTs would have little or no incentive to build or maintain roads for freight traffic

passing through the state. The nation’s highw
longer support a national economy.

The importance of a nationwide freight system to the economic prosperity of each state is

illustrated by the data in Tables 2 and 3. Table 2 shows, for 2002, the total value of products

shipped by manufacturers, mining companies and wholesalers that originated in each state,

split between shipments carried exclusively by truck and shipments carried by other modes,

including intermodal shipments. Nationwide, over 75 percent of all freight is shipped solely by

truck over the nat iaeglikeNevida Delawar@ yng Virginl,ahe s o me st
fraction is much higher—over 85 percent.

Even more illustrative of the need for a nationwide highway system is the data in Table 3. This
table breaks down truck shipments into three groups—shipments that remain entirely within
each state, short-haul shipments to adjacent states and long-haul shipments that go through



one or more states before reaching their destination. As the table shows, about 55 percent of
the value of truck shipments remains within the originating state. Another 19 percent
represents short-haul shipments that originate in one state to destinations in adjacent states.
The remaining 26 percent are long-haul shipments that go completely through one or more
states before reaching their final destinations.

The economic prosperity of the states would thus be highly vulnerable to devolution of highway
responsibilities to state and local governments.

This vulnerability will persist well into the future. According to projections by the Federal
Highway Administration, the total value of domestic freight shipments is expected to grow to
$29.6 trillion in 2035. Of this total, $21.7 trillion is expected to be shipped solely via truck,
accounting for 73 percent of all freight shipments. Nearly $10.4 trillion in truck shipments,
almost half, will go to out of state destinations, of which $6.0 trillion is projected to go to out of
state destinations that are not neighboring states.

These data clearly demonstrate the dependence of shippers in one state on the highway
network in other states. Correspondingly, this information also conclusively proves an efficient
national system for the movement of freight is necessary.

The Connection Between Highway Investment & Health Care Costs

Before discussing revenue options, | would like to point out that inadequate investment in the
nation’”s highways is a major public health is
lives in highway crashes. More than 40 percent of the fatalities involved young people under

the age of 30. In fact, highway fatalities are the number one cause of death for young

Americans over the age of one. According to the U.S. Department of Transportation, traffic

crashes cost Americans more than $230 billion each year in lost lives, medical bills, property

damage, and lost earnings. Chart 3 shows highway fatalities in each state.

A new study further quantifying the health care costs of motor vehicle crashes will be released
within the next several weeks and we will provide it to the Committee.



Table 2. Importance of Truck Transportation to State Economic Prosperity

(Billions of dollars)

Products shipped by truck

Products shipped by other modes

Total value of

products Percent of Percent of
State shipped Value total Value total
Alabama $23.4 $6.6 28.2% $16.8 71.8%
Alaska $186.7 $139.1 74.5% $47.6 25.5%
Arizona $135.0 $107.6 79.7% $27.4 20.3%
Arkansas $148.7 $105.5 70.9% $43.2 29.1%
California $1,063.4 $779.6 73.3% $283.8 26.7%
Colorado $150.7 $110.6 73.4% $40.1 26.6%
Connecticut $100.3 $78.8 78.6% $21.5 21.4%
Delaware $6.1 $5.8 94.6% $0.3 5.4%
Florida $27.1 S$21.1 77.7% $6.0 22.3%
Georgia $417.1 $350.0 83.9% $67.0 16.1%
Hawaii $331.0 $277.4 83.8% $53.6 16.2%
Idaho $20.4 $14.5 70.8% $6.0 29.2%
Illinois $147.8 $115.3 78.0% $32.5 22.0%
Indiana $58.3 $43.1 73.9% $15.2 26.1%
lowa $881.8 $744.9 84.5% $137.0 15.5%
Kansas $328.6 $251.9 76.7% $76.7 23.3%
Kentucky $139.0 $104.4 75.1% $34.6 24.9%
Louisiana $223.2 $175.8 78.8% $47.4 21.2%
Maine $222.3 $78.9 35.5% $143.4 64.5%
Maryland $240.6 $184.8 76.8% $55.8 23.2%
Massachusetts $155.4 $132.3 85.2% $23.0 14.8%
Michigan S44.6 $36.4 81.5% $8.2 18.5%
Minnesota $S443.3 $356.5 80.4% $86.8 19.6%
Mississippi $223.4 $161.0 72.1% $62.4 27.9%
Missouri $241.2 $184.9 76.7% $56.3 23.3%
Montana $143.9 $96.1 66.8% $47.8 33.2%
Nebraska $27.3 $17.6 64.4% $9.7 35.6%
Nevada $370.4 $336.2 90.8% $34.2 9.2%
New Hampshire $36.9 $21.9 59.3% $15.0 40.7%
New Jersey $94.9 $74.2 78.2% $20.7 21.8%
New Mexico $38.5 $26.5 68.9% $12.0 31.1%
New York $337.0 $252.0 74.8% $85.0 25.2%
North Carolina $48.7 $31.8 65.3% $16.9 34.7%
North Dakota $56.8 $41.3 72.6% $15.6 27.4%
Ohio $392.9 $292.2 74.4% $100.7 25.6%
Oklahoma $553.3 $425.2 76.8% $128.1 23.2%
Oregon $206.6 $169.8 82.2% $36.9 17.8%
Pennsylvania $128.3 $96.7 75.4% $31.6 24.6%
Rhode Island $428.5 $346.9 80.9% $81.6 19.1%
South Carolina $26.2 $18.9 71.9% $7.4 28.1%
South Dakota $178.5 $155.1 86.9% $23.4 13.1%
Tennessee $44.4 $28.4 64.0% $16.0 36.0%
Texas $345.5 $278.0 80.5% $67.5 19.5%
Utah $779.6 $515.7 66.2% $263.9 33.8%
Vermont $87.0 $65.0 74.8% $22.0 25.2%
Virginia $212.8 $181.8 85.4% $31.0 14.6%
Washington $19.9 $17.2 86.4% $2.7 13.6%
Washington, D.C. $205.2 $120.7 58.8% $84.6 41.2%
West Virginia $271.9 $222.8 82.0% $49.1 18.0%
Wisconsin $57.4 $37.2 64.9% $20.1 35.1%
Wyoming $31.2 $11.0 35.3% $20.2 64.7%
US total $11,082.9 $8,446.8 76.2% $2,636.1 23.8%

Source: 2002 data, U.S. Department of Transportation, Freight Analysis Framework
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Table 3. Value of Products Shipped by Truck Within State and to Other States
(Billions of dollars)

Shipped within the state

Shipped to other states

Total value of Long-haul

products Percent of Short-haul to Percent of| through one or Percent of
State shipped by truck Value total |adjacent states total more states total
Alabama $139.1 $64.5 46.3% $40.2 28.9% $34.5 24.8%
Alaska $6.6 $6.4 97.4% $0.0 0.0% $0.2 2.6%
Arizona $105.5 $75.4 71.5% $17.5 16.5% $12.6 11.9%
Arkansas $107.6 $40.6 37.7% $33.3 31.0% $33.7 31.3%
California $779.6 $597.6 76.6% $35.7 4.6% $146.4 18.8%
Colorado $110.6 $81.2 73.4% $9.7 8.8% $19.7 17.8%
Connecticut $78.8 $28.5 36.2% $23.0 29.1% $27.3 34.7%
Delaware $21.1 $5.6 26.6% $1.6 7.7% $13.8 65.6%
Florida $350.0 $287.6 82.2% $15.9 4.6% $46.5 13.3%
Georgia $277.4 $137.0 49.4% $77.4 27.9% $63.0 22.7%
Hawaii $14.5 $14.5 100.0% $0.0 0.0% $S0.0 0.0%
Ildaho $43.1 $28.4 66.0% $8.0 18.6% $6.6 15.3%
Illinois $744.9 $465.3 62.5% $144.1 19.3% $135.5 18.2%
Indiana $251.9 $92.2 36.6% $76.7 30.5% $83.0 32.9%
lowa $115.3 S$42.1 36.5% $33.1 28.7% $40.1 34.8%
Kansas $104.4 $50.2 48.0% $21.8 20.8% $32.5 31.1%
Kentucky $175.8 $55.1 31.3% $53.9 30.7% $66.8 38.0%
Louisiana $78.9 $49.5 62.8% $12.9 16.3% $16.5 20.9%
Maine $36.4 $16.2 44.5% $3.1 8.5% $17.1 47.0%
Maryland $132.3 $56.7 42.9% $41.7 31.6% $33.8 25.6%
Massachusetts $184.8 $87.1 47.1% $32.9 17.8% $64.8 35.0%
Michigan $356.5 $209.6 58.8% $51.1 14.3% $95.8 26.9%
Minnesota $161.0 $99.5 61.8% $18.2 11.3% $43.3 26.9%
Mississippi $96.1 $28.3 29.4% $27.3 28.4% $40.5 42.2%
Missouri $184.9 $90.7 49.1% $51.5 27.8% $42.8 23.1%
Montana $17.6 $13.9 79.1% $1.7 9.5% $2.0 11.4%
Nebraska $74.2 $37.5 50.5% $13.5 18.2% $23.2 31.3%
Nevada $41.3 $19.4 47.1% $14.9 36.1% $6.9 16.8%
New Hampshire $26.5 $7.2 27.2% $8.4 31.8% $10.9 41.0%
New Jersey $252.0 $91.2 36.2% $54.8 21.8% $106.0 42.1%
New Mexico $31.8 $23.1 72.7% $5.8 18.3% $2.9 9.0%
New York $292.2 $149.0 51.0% $60.4 20.7% $82.8 28.3%
North Carolina $336.2 $170.3 50.6% $66.5 19.8% $99.4 29.6%
North Dakota $21.9 $12.9 58.7% S5.4 24.8% $3.6 16.5%
Ohio $425.2 $191.0 44.9% $96.6 22.7% $137.6 32.4%
Oklahoma $169.8 $116.5 68.6% $37.2 21.9% $16.0 9.4%
Oregon $96.7 $57.2 59.2% $28.8 29.8% $10.7 11.0%
Pennsylvania $346.9 $147.3 42.5% $97.1 28.0% $102.4 29.5%
Rhode Island $18.9 $5.1 26.9% $5.8 31.0% $7.9 42.1%
South Carolina $155.1 $59.5 38.4% $36.7 23.7% $58.9 38.0%
South Dakota $28.4 $16.0 56.6% $6.6 23.2% $5.7 20.2%
Tennessee $278.0 $87.7 31.6% $57.2 20.6% $133.0 47.9%
Texas $515.7 $389.7 75.6% $37.2 7.2% $88.8 17.2%
Utah $65.0 $39.9 61.4% $9.1 14.0% $16.0 24.6%
Vermont $17.2 S4.3 25.1% $7.5 43.3% $5.4 31.5%
Virginia $181.8 $96.1 52.9% $36.8 20.2% $48.9 26.9%
Washington $120.7 $87.1 72.2% $13.3 11.0% $20.2 16.8%
Washington, D.C. $5.8 $1.1 18.3% $3.3 56.6% $1.5 25.2%
West Virginia $37.2 S11.6 31.1% $15.2 40.8% $10.5 28.1%
Wisconsin $222.8 $108.1 48.5% $54.8 24.6% $59.9 26.9%
Wyoming $11.0 $6.2 56.4% $3.7 33.8% $1.1 9.8%
US total $8,446.8 $4,658.7 55.2% $1,609.2 19.1% $2,178.9 25.8%

Source: 2002 data, U.S. Department of Transportation, Freight Analysis Framework




American Road & Chart 3- Motor Vehicle Crashes are théeading Cause
ﬁﬂ;ﬂ Transportation Builders of Death for American Children & Young Adults

Association Of 41,259 roadway fatalities in the United &tates
40 percent were people under the age of 30.
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According to the U.SDepartment of
Transportation40 percentof all highway
related deaths are people
age 30 or younger.
How does this compare to your state?

Between34 and 36 percentof all
roadway fatalities in the state are people
age 30 or younger.
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Between37 and 38 percentof all
roadway fatalities in the state are people
age 30 or younger.
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SourceFatality Analysis Reporting System (FARS), National Highway Traffic Safety Administrafi@ Department of TransportatiorState fatality totals are for 2007.
Number of fatalities for persons under age 30 is in parentheses.

How to Finance the Future Federal Surface Transportation Program:
¢tKS abSSR¢ ¢KIFd ! RRNFaasSa (GKS abSSRaé

The provision of safe and efficient surface transportation facilities is a core function of

government. In that vein, no review of surface transportation needs would be complete

without addressing the critical need to increase public investment in this area to address the
wellkdocumented deficiencies that are increasing
health and quality of life.

The report of the congressionally-mandat ed “ Nati onal Surface Tr ans:s
Financing Commission,” released in January ex
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“As a nation, we have reaptdonbé benebs+ghtofan
generations that developed and built a transportation network that became the envy of the

world. Over the last few decades, we have grown complacent, expecting to be served by high-

quality infrastructure, even as we devoted less and less money in real terms to the

maintenance and expansion of that infrastructure. Not only have we failed to make the needed

and substantial investment; we have failed to pursue the kind of innovation necessary to

ensure that our infrastructure me et s t he demands of future gene

The Commission Reports: Blueprints for Action

The Commi ssion’s report provides a good bl uep
develop the financing title for the surface transportation program bill. Its recommendations

are very similar to those articulated and published by the ARTBA SAFETEA-LU Reauthorization

Task Force.

The Commission reports that:

e Real highway spending per mile traveled has fallen by nearly 50 percent since the
federal Highway Trust Fund was established in the late 1950s and that total combined
highway and transit spending as a share of Gross Domestic Product (GDP) has fallen by
about 25 percent in the same period to 1.5 percent of GDP today.

e The federal gas and diesel excises—which are the primary sources of revenue for the
federal highway and transit program—have experienced a cumulative loss in purchasing
power of 33 percent since 1993, the last time their rates were increased, because the
rates are not adjusted for inflation. Similarly, the Highway Trust Fund-dedicated federal
Heavy Vehicle Use Tax (HVUT) rate has not been increased since 1983.

e Before the end of FY 2009, the revenue mec
Account, with constrained tax rates, will not generate enough money to pay for the
highway program investments already authorized by Congress. The same will be true
for the Mass Transit Account and program in 2010. Absent rate adjustments or other
enhancements to the HTF revenue stream, both federal programs will experience
dramatic funding cuts.

e There is no easy silver bullet” solution
Short-Term Necessity: Increase the Federal Motor Fuels Excise Rates
The National Surface Transportation Infrastructure Financing Commission and the National

Surface Transportation Policy & Revenue Study Commission, also congressionally-chartered,
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both arrived at the same conclusion after exhaustively studying myriad revenue enhancing
options.

In the short-term, both commissions concluded the most efficient way to increase revenue to
finance needed federal investment in highway and transit improvements is to raise the federal
gas and diesel tax rates and then index these excises annually to inflation:

e The Financing Commission recommends an immediate 10 cents per gallon excise rate
increase on gasoline sales and a 15 cents per gallon excise rate increase for diesel fuel
sales which would both thereafter be annually adjusted to inflation. This level is
intended simply to recapture purchasing power lost since the 1993 rate increase.

e The Policy & Revenue Study Commission recommends that the federal fuel tax be
increased from 5 to 8 cents per gallon per year over the next 5 years, after which it
should indexed to inflation. This blue-ribbon group considered not only recapturing lost
purchasing power, but also generating more revenue to meet the program investments
it believes are necessary to reform the program and meet future national goals for
system preservation, capacity enhancements to facilitate freight movement,
transportation-related emission reductions and security, among others.

In the longer term, both commissions recommend transition to a vehicle-miles-travelled, or
VMT-based, user fee system.

The 10 cent gasoline/15 cent diesel excise enhancements would translate into approximately
$20 billion per year in additional revenue for the Highway Trust Fund. With these adjustments,
on average, individual households would pay approximately $9 per month more in federal gas
taxes (individual households now pay on average $17 per month). By comparison, the average
household pays about $300 per month to operate and maintain its cars (and about $S800 per
month to own and operate them).

ARTBA fully supports these recommendations. And we believe that the overall level of revenue
enhancement recommended by the National Surface Transportation Policy & Revenue Study
Commission is in the range necessary to meet the national highway and transit needs
previously discussed. Even greater revenue generation would be needed to also finance the
High-Speed Rail initiative proposed by President Obama.

It is also well worth noting that major national business and highway user organizations are
publicly supporting a federal motor fuels excise increase to finance an expanded program.
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Keeping America Competitive by Increasing Transportation Productivity:
¢CKS G/ NRARGAOFE [/ 2YYSNODS / 2NNAR2NHEE t NB3IN

While ARTBA strongly supports an expanded highway and transit investment program financed
exclusively through the federal motor fuels tax and related-user revenues, we recognize it likely
will be necessary for the Congress to consider other, supportive, funding options as well.

For example, ARTBA believes the core federal highway and transit programs should continue to
be primarily financed over the short-term through the motor fuels excise and the other current
HTF funding mechanisms (i.e., heavy truck sales tax, tire excise).

We also believe, however, that for America to remain competitive in world markets, the federal
government should initiate the accelerated development of an expanded surface

transportation system for freight movement— he “ Cr i ti c al Commerce Cor
construction program. The 3C program would add new capacity and support other initiatives
t hat i mprove the flow of goods for the commer

¢CKS al AJKgl& ¢NIYyaLRNIFGAzY { SNBAOSaE ¢
A New Federal Revenue Stream to Finance a Freight Movement Program

We believe that the 3C system, which would include truck-only lanes, multi-modal transfer
centers,newmulti-st at e corridors and “l ast mile” conne:
ports, rail hubs and airports, should be funded with a new dedicated federal freight-related

user fee/tax. ARTBA engaged PricewaterhouseCoopers LLP (PwC) National Economics &

Statistics Group to delineate the structure for such a tax and analyze its budgetary impact.

The proposed new federal excise tax would be assessed on the value of transportation services
provided by trucks with gross vehicle weight ratings (GVWRs) of more than 26,000 pounds (DOT
Class 7 or Class 8 vehicles).

The “Highway Transportation Services Tax” (HT
Highway Trust Fund taxes currently paid by these commercial vehicles. It would be structured
similarly to the current excise tax on air cargo services (see Internal Revenue Code Sec. 4271).

PricewaterhouseCoopers has provided ARTBA with a detailed description of how such an excise
would be structured, implemented and administered. It has also provided us with detailed
annual revenue projections that could be expected from this mechanism through FY 2019.

ARTBA believes that a “Highway Transportation
Commer ce Corridors” freight network program an:
regional significance, much as outlined in the bipartisan House Transportation & Infrastructure

Committee surface transportation program authorization proposal.
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By financing these new, large expenditure programs focused at meeting national goals with a
dedicatedr evenue stream from the “Highway Transpor
traditional motor fuels excise, additional monies from the later revenue stream would be

113

“fr-epd for investments in the traditional C O
The Role of Private Financing & Public Private Partnerships

Given the “gap” between current federal inves
neededfort he future, ARTBA believe all funding opt

serious consideration by Congress.

While private sector financing of transportation infrastructure and public-private partnerships

(PPPs) certainly can—and should—playalargerr ol e i n meeting the nation
transportation needs, these financing mechanisms should be viewed as supplementary to

traditional public funding of transportation improvement programs. And it must be recognized

that the decision to enter such agreements are state and local, not federal.

The reality is that the number of transportation projects and/or facilities that will attract private

investment and support PPPs will always be constrained due to the underlying requirement of a

stable cash return to private investors—and the whims of state and local politics. Therefore,

t he Congress cannot “depend” on private finan
the federal share of necessary investment.

That said, the Congress should take actions to facilitate these types of non-federal investments.
These should include:

e Reauthorizing and expanding the federal credit program for surface transportation
(originally authorized for the Transportation Infrastructure Financing and Innovation Act
of1998—k nown as the “TIFIA” program) with a |

broadened scope and increased flexibility.

e Raising the cap on Private Activity Bonds for highways and intermodal projects to S50
billion.

e Allowing states to toll existing portions of the Interstate Highway System, provided the
resulting revenue is restricted to use for financing transportation investments.

e Creating a federal infrastructure bond program specifically for high-cost transportation
infrastructure projects.

e Making the express lanes pilot demonstration program available to all states.
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e Creating federal programs that make “seed
toll projects.

e Creating grant programs to finance “up fro

e Modifyingor removing the provision in Title 23
direct competition between the public and private sectors.

Concluding Remarks

Mr. Chairman and distinguished members, you have an awesome responsibility. The scope,
condition and performance of the surface transportation network that our children and
grandchildren have available to them will, in great measure, be determined by the decisions

that you make in terms of funding the next authorization bill.

Be assured that the American Road & Transportation Builders Association stands ready to
provide any assistance it can to you as you develop solutions.
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