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SUMMARY OF SUBJECT MATTER

TO: Membets of the Committee on Transportation and Infrastructure

" FROM: Subcommittee on Highways and Transit Staff and the Subcommittee on Railroads,
Pipelines, and Hazardous Materials Staff

SUBJECT: Hearing on the National Sutface Transpottation Policy and Revenue Study
Commission Report: “Trangportation for Tomorrow”

PurrosE Or HEARING

The Committee on Transportation and Infrastructure is scheduled to meet on Thursday,
January 17, 2008, at 11:00 a.m., to receive testimony from members of the National Surface
Transportation Policy and Revenue Study Commission regarding the Commission’s
recommendations on preserving and enhancing the nation’s intermodal sutface transportation
system to meet future mobility, economic and quality of life needs.

BACEGROUND

Congress established the National Sutface Transportation Policy and Revenue Stady
Commission (“Commission”) in Section 1909 of the Safe, Accountable, Flexible, Efficient
Transportation Equity Act: A Legacy for Users (“SAFETEA-LU”). In establishing the
Commission, Congress charged it with forecasting the sutface transportation system necessaty to
support our economy 50 yeass in the future. The analysis is anticipated to enable Iawmakers to
establish long-term goals regarding the transformation of the sutface transpottation system, and to
move beyond simply making changes at the matgins to the existing system. It was also hoped that
the Commission’s recommendations would belp Congress formulate short-, medium-, and long-
term strategies necessary to achieve these goals, as well as mechanisms to finance the investments
pecessary to meet these goals. It was Congressional intent that the Commission’s report would aid
efforts to develop a surface transportation system that will support out pation’s econotmic
competitiveness, gtowing population, and imptove quality of life.
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Congress provided the Commission a very broad mandate to: (1) project the expected
demographics and business uses that will impact the surface transportation system 15, 30, 4nd 50
yeats in the future; (2) determine the expected uses of out surface transportation system in the same
timeframes to support a strong and competitive economy, including recommendations regarding
design and operational standatds, Federal policies, and legislative changes; and (3) develop short-
term and long-term alternatives to supplement of replace the Federal fuel excise taxes as the
principal revenue soutce to support the Federal Highway Trust Fund.

Chaired by the Secretary of the U.S, Department of Transportation, the Commissicn is
comprised of 12 members. The Commission includes eight Republican appointees and four
Democratic appointees. President Bush appointed four members, including the Sectetary of
Transportation. Then-Speaker Hastert, then-Minotity Leader Pelosi, then-Majority Leader Frist, and
the.n—l\'ﬁnonty Leader Reid each appmnted two members of the Commission. The Commissioners
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related industries; and public interest organizations.

Amarica’s surfa :
testimony from national transportation advocates, pohcvmakcrs‘ industty, labor, and fxom the
general public. The Commission held ten field hearings arcund the country, whete the
Comrmssloners heard testimony ftom 231 witnesses. The Commission also met 12 times in
Washington, D.C., where they heard testimony from 62 witnesses

Throughout this process of hearings and public meetings, the Commission determined that
several themes emerged:

1. The Fedetal government needs to play a continued role in the nation’s transportation
system. The Federal role must be focused on core activities, and Federal regulations
need to be reformed to deliver projects more efficiently.

2. Far greater surface transportation investment is necessary by all levels of government
and the private sector,

3. Structural changes must occur in the program to address metropolitan and freight
congestion.

COMMISSION RECOMMENDATIONS

The Commission’s report, which is supported by 9 of the 12 Comruissioners, concludes that
incrementa) changes to the existing Pederal surface transportation system are no longer acceptable.
The Commission recommends a “new beginning,” and expresses concerms with reauthorizing the
Federal sutface transportation program in its current form. This conclusion is based on the finding
that the nation is outgrowing the current surface transportation systetn, threatening passenger and
freight mobility and economic compeunvencss. It is also based on the conclusion that the program
has lacked a national vision and purpose since the completion of the Interstate System, which has
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undetmined the public’s understanding of the importance of continued surface transportation
investment.
The new Federal compact the Commission envisions includes:

» A strong Federal role in surface transportation;
» Increased expenditures from all levels of government and the private sectos;
-~ » A commitment to the more effective use of tax dollas;
> Federal funding that is conditioned on petformance measures and cost effectiveness; and
» Program reform to eliminate waste and delays in program delivery.

SURFACE TRANSPORTATION NEEDS ANALYSIS AND INVESTMENT GAP

The Commission report identifies a significant surface transportation investment gap, and
calls for an annual investment level of between §225 and $340 billion—by all levels of government
and the private sector—over the next 50 yeats to upgrade all modes of surface transportation
(highways, bridges, public transit, freight rail and intercity passenger rail) to a state of good repair.
The current the annual capital investment from all sousces in all modes of transportation is $85
billion.

Currently, 868 billion is invested annuazlly in capital improvements to Federal-aid highways
and bridges. According to the analysis in the report’s base case scenatio, sustaining this rate of
investment (in constant 2006 dollars) over an extended period of time would lead to significant
deterioration in system operational performance and physical condition. The Commission’s
highways base case analysis found that

¥ Delays experienced by travelers on principle arterial highways to increase by one-fifth by
2020, by onc-half by 2035, and double by 2050.

» The situation would be mote acute in urban areas where delays are projected to grow by
over one-half by 2020, mote than double by 2035, and quadruple by 2055.

> The percentage of vehicles miles traveled occurting on National Highway System
roadways that meet U.S, DOT’s standard for “acceptable” ride quality would decline
from approximately 85 percent in 2005 to just below 60 percent in 2055.

Currently, transit capital investment from all sources is approximately $13 billion annually.
The Commission’s base case transit analysis found that if the current level of transit capital
investment is maintained (in constant 2006 dollars), without significant changes to the cutrent
institutional structure, transit ridership would grow due to growth in population, however, transit’s
markeétshate and the overall condition of transit assets would decline over time.

With regard to freight rail, if the forecast of Global Insight, Inc’s economic output of the
U.S. is correct and total freight movement increases 92 percent over the next 30 years, the
performance of out nation’s freight rail system will degrade significantly if it maintains its current
market share unless there ate expansions to the capacity of the system. For example, currently 88
percent of primaty freight rail cutrently operates at levels below its theoretical capacity, meaning
there is sufficient capacity to accommodate periodic maintenance activities and to recover from
incidents that interfere with routine operations. Further, nine percent operates near its theoretical
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capacity and three percent operates at its theotetical capacity limit, meaning there is Bmited
accommodate maintenance needs or accommodate incidents.

However, if there is no additional capacity added by 2035, the Commission pzojects that the
percentage of rail corridors operating below capacity would decline to 44 percent and cortidors
operating at capacity would increase to 15 petcent and cortidors operating above their theoretical
capacity would increase to 30 percent, which is characterized by unstable flows and service
breakdown conditions. This situation would be experienced in terms of routine service
interruptions and a constant questionability of product delivery.

In identifying.the long-tetm capital investment needs, the Commission’s analysis developed 2
number of scenarios to determine the investment levels necessary to maintain or improve the
opetating performance and condition of the current surface transportation network. As noted
above, the reporr calls for a total investment level from ail soutces in the range of $225 billion to
2340 hillion annually
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The highway investment scenarios analyzed in the report range from the estimated costs of
maintaining cuirent condition aind performance levels, to more aggressive invesiment strategies
designed to reflect the impact of maximum levels of cost-beneficial investments. The low end of
the range assumes aggressive strategies to reduce energy consumption and travel demand, as well as
implementation of new technologies to impmve opcmtional performance. A key aspcct of this
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assumes aggxess:ve expansion of the highway system capacity, including efforts to improve rutal

connectivity and sepatate freight and passenger traffic.

For public transportation, the low wid of the scaiario range represents the estimated cost of
smaintaining the current level of condition and operating performance. The high end of the zange
represents the estimated cost of improving the current level of conditions and operating
performance while accommodating significantly higher levels of transit ridership and matket-share.

The Commission’s freight rail investment analysis finds that the annual funding level
necessary to maintain freight rail’s market share would be approximately $5.3 billion a year through -
2035. The Commission projects that the average cost will increase to §5.7 billion a year between
2035 and 2055, reflecting the assumption that less expensive capacity improvement options will be
exhausted by 2035, leaving only the more expensive options of adding second, third, or fourth
tracks. The high end of the tange, §7.7 billion a year, assumes incteasing rail’s market share 20
petecent, which would require 34 percent additional rail capacity investment over the same time
period. . -

For intercity passenger rail, the Commission projects that re-establishing the national
intercity passenger rail network between now and 2050 would cost $357.2 billion in capital expenses,
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for an annualized cost of $8.1 billion. However, the range of costs reflects different pedods of
intercity passenger rail needs. The immediate annual capital costs from 2007 to 2015 are $7.4 billion
a yeat, reflecting limited new services coming online slong with upgrading existing rail service. From
2016 to 2030, the Commission projects the majority of new services will be coming online and
furthet upgrades will be required for existing tail service that will reflect the high end of the range at
$10.6 billion a year. Finally, the low end of the range reflects the long-term capital cost needs from
2031 to 2050 of $6.6 billion a year.

PROGRAMMATIC RESTRUCTURING TO ADVANCE TO THE NATIONAL INTEREST

‘To address the concern over the lack of a mﬁpnal vision, the Commission recommends
condensing the numerous existing Federal surface transpottation programs down to ten areas of
Federal interests. These ten focus areas are based on a desired outcome, as opposed to the current
modsl otganization of the surface transportation system, DOT, in conjunction with state and local
governments, multi-state coalitions, users, and public and private stakeholdets, would establish a set
of performance standards in each of these areas. The approach would be mode neutral, and would
allow Iocal and state governments to choose the modal options best suited to achieve the outcomes
required to meet its performance standards, The Commission calls for the U.S. DOT to be
reotganized to reflect these functional areas, instead of the various modal administrations that
curreatly exist

The ten functional program ateas that the Commission recommends are:

» Rebuilding America: A National Asset Management Program
This program aims to keep Ametica’s existing infrastructure propetly maintained in an
cfficient and cost-effective manner. It would focus on the Interstate system, the NHS,
transit assets, intercity passenger and freight fail, and intermodal connectors, all areas the
Commission identified as having a strong Federal interest. State 2nd local governments
would be required to have a program of asset maintenance that conforms to national
standards.

> Freight Transpottation: A Program to Enhance Global Competitiveness
' This program would provide public investment in crucial, high-cost infrastructute on the
Federal-aid highway system, with a focus on the Interstate Syster and the NHS. It
would also include public-private partnerships that have the potential for national and
regional benefits, including facilitating international trade, relieving congestion, and
creating intermodal connections around ports.

» Congestion Relief: A Program of Imptoved Metropolitan Mobility
This program would aim to reduce congestion in metropolitan areas of one million or
more in population. The report notes that this would involve substantial capital
investment and requite comprehensive local strategies. Projects under this progtam
would include demand management initiatives such as congestion pricing, improved
operations, increased transit capacity and ridership, and expanded highway capacity.

> Saving Lives: A National Safe Mobility Program
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This program would create a national plan for safety that would inform investment
decisions in all surface transportation programs and would create new safety initiatives as
well. DOT would develop the national strategy, and the Commission recommends a
goal of cutting surface transportaton fatalities in half by the year 2025. States and
metropolitan areas would be responsible for developing broad strategies to reach their
specific goals across all modes.

Connecting America: A National Access Program for Smaller Cities and Rural
Areas

This program aims to bting surface transportation connections to the rural and urban
areas that were not developed when past highway and rail networks were created. The
program goal is to create high-performing connections for frcxght and passengers in
these underserved ateas.

1 v b O von LXsovbn (D amvaeritbe £l mnd A . . 2F
Intercity Pagsenger Rail: A Peogram to Serve High-Growth Corridoss By Rail

The Commussion views intercity passenger rail a5 a critical missing link in the nation’s
surface u:anspormuon infrastructure. §his program Woum create an mtctclty passenget
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passenger and freight operations.

Envirnamental Ste“mn!ut.:::a T v station Investment P-.usaaan ts S“p""‘i’t a
Healthy Environment

The Commission recommends investing 7 petcent of the total Federal sutface
transportation investment in environmental stewardship. This program would give more
flexibility to the states in their efforts to mitigate congestion, and would have sperific

7 emyhasxs on four broad categories: air quahty mcludmg smoothe!. trafﬁc ﬂow,

transpoxtanon enhancements; and programmatic mitigation, mcludmg banking both

s . a O Y [ .
money and land to preserve endangered habitats, Ten percent of the program funds

would be spent on each of the four categoties, with the remaining 60 percent for the
state’s discretion.

Energy Security: A Program to Accelerate the Development of Envitonmentally-
Friendly Replacement Fuels

This program calls for investing $200 million per year over the next decade into
transportation energy research and development in conjunction with ongoing research
being conducted by the U.S. Department of Enetgy.

Federal Lands: A Program fot Providing Public Access

This program would continue the Federal government’s role in providing transportation
access to Federal lands, The goal of this program is to alleviate the pressure on Federal
lands coming from increased toudsm and utban growth in nearby arcas.



» Research, Development, and Technology: A Coherent Transportation Research
Program for the Nation
This program would monitor research efforts across America and internationally, and
would target funds to research gaps. It would also invest in robust, predictable data
collection and petformance modeling.

" The Commission does not envision that these programs would operate independently of one
another, Because individual projects may contribute to achieving performance goals in multiple
- functional programs, the Commission believes that coordination of planning activities chmzcd for
each program will be essential, :

The current surface transportation program tequires state and local governments to
undettake a comprehensive public planning process, which should consider land use, development,
safety, and security issues, to develop a plan to meet the tegion’s transportation goals. The
Cormmission’s recommendations would differ in that the plans called for in the report would have to
be developed to meet specific performance standards, and major projects identified in the report
would have to be shown to be cost-beneficial, The Commission recommends that planning
activities continue to be funded through a percentage of the total authotized funding for the Federal -
surface transportation program. These plans would be designed to meet national performance goals,
and would setve e basis for apportioning funds ¢ es on a “cost-to-complete” basi

consistent with a national strategic plan compiled by the U.S, DOT.

NATIONAL SURFACE TRANSPORTATION COMMISSION (“NASTRAC”)

In addition to these 10 functional programs, the Commission recommends the cteation of
an independent NASTRAC, modeled after the Postal Regulatoty Commission, the Base Closure and
Realignment Commission, and public utility commissions. The bipartisan, 10-member Commission
would work with U.S, DOT, state and local officials, and stakeholders to develop performance
standards in the 10 focus areas. These performance standards, and the plans developed to achieve
these standards, would be the basis for the national transportation strategic plan,

From this national transportation strategic plan, NASTRAC would deterroine the cost of
financing the plan and would recommend “appropeiate revenue adjustments” to Congress to
implement the national transportation strategic plan. The NASTRAC recornmendations would
come before Congress and could be struck down by a two-thirds veto. If no actions were taken, the
recommendations would become law, and no amendments would be permitted.

PROJECT DELIVERY

The Commission’s report outlines several recommendations to streamline the delivery of
transpottation projects. The core of these recommendations revolve around the need to expedite
the permit process within Federal agencies and to reduce redundandies in the National
Eavironmental Policy Act (NEPA) Process, which requires environmental impact studies (EISs) to
be performed for major Federal actions that significantly effect the environment.
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To improve the NEPA biocess, the Commiesion recommends several reforme:

v

Simplified NEPA process for projects with few significant impacts similar to the “1040
EZ tax return.”

Revise the Council on Environmental Quality (CEQ) regulations to allow a single EIS in
the NEPA Process rather than the cutrent requirement for a draft and final EIS.

Revise CEQ regulations to nartow the number of “reasonable alternatives” based on
project-level decision, community values, and funding realities,

Make changes to the early planning process, such as handling impact identification and
mitigation issues eatly in the planning process in an integrated fashion.

Encourage the Federal Highway Administration to set minimum conditions to determine
genetal project location, medal choice, and develop a risk management plan duting the
scoping period.

> Finally the “risk design” approach should be standardized so that project sponsors can
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The Comtnission also recommended improvements to expedite the permit process. Greater

fination requirements among Fedesal agencies should be :mpaemented mcli.\umg setting time
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reviews, and cstabhshmg a cabinet-level appeal process where U.S. DOT can seek redress for

Several of these recommendations wete addressed in SAFETEA-LU. Under the
environmenuai review process, the iead fedetal agency is provided an opportunity to define the
project’s purpose, need, and establish alternatives as eatly as practicable in the process. Additionally,
to limit delays to projects, Congress must be notified of any delays greater than thirty days, and a
180-day statute of limitation was imposed for lawsuits challenging Federal agency approvals.

GENERATING THE REVENUES NECESSARY TO IMPLEMENT THE PLAN

The Commission reporr found that a significant increase in investments will be required by
all levels of government and the private sector to develop, construct and maintain the transportation”
system necessary to meet the Nation’s current and future passenger and freight mobility and access
needs. The report found that the annual investment requirement to imptove the condition and
performance of all modes of sutface transportation—highways, btidges, public transit, freight rail
and intercity passenger rail—ranges between $225 and $340 billion by all levels of govemnment and
the private sector.

To generate the revenue to achieve this level of investment, the Commission recommends
increasing the FPederal motor Fuel excise tax by between 25 and 40 cents per gallon to achieve this
investment target with the traditional Federal shate of 40 percent of total transportation capital
costs. The report also recommends that any rate increase be indexed to inflation and/or
construction material costs, and phased in over five years.

The Commission calls for the motor fuel excise tax to be the primary recommended user fee
because the excise tax will continue to be a viable revenue source for sutface transportation at least
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through 2025. The teport calls for the identification of an altetnative uset-based tevenue source to
be phased in beyond the 2025 timeframe. The Commissioners believe that a vehicle miles traveled
fee is a promising alternative revenue source, provided that substantial privacy and collection cost
issues can be addressed.

Under the Commission’s recommendations, a testructured and tenamed Highway Trust
Fund (“HTF") would be retained—the Sutface Transportation Trust Fund (“STIF”). The STTF
revenue would be dedicated to surface transportation investment, and would retain many aspects
and structural features of the HTF, such as budgetary firewalls, and Revenue Aligned Budget
Authority ("RABA”).

The Commnission also recommends establishing other user-based fees to assist in meeting
the investment shortfall, such as designating a portion of current Customns duties ot imposing a
containet fees for freight projects, and/or creating ticket taxes for passenger rail and public
transpottation improvements. They also call for tax incentives to expand intermodal networks; and
recommend increased utilization of “congestion pricing” on Federal-aid highways in major
metropolitan areas and expanded flexibility for tolling the Interstate, as long as these alternatives
protect the public interest and the revenues generated ate restricted to transportation purposes in
the travel cotridors where the fees are imposed. The report also calls for encouraging public-private
partmerships provided that conditions are included to protect the public interest and the movement .
of interstate commerce.

COMMENTS FROM COMMISSIONERS NOT SUPFORTING THE COMMISSION’S FINAL
RECOMMENDATIONS

Three members of the Commission, including Commission Chair Secretary of
Transportation Mary Peters, did not support the report’s recommendations. This minority cites the .
decline in system performance and the politicization of investment decisions as today’s most
pressing transportation problems, and recommends using the principle of supply and demand to
solve them, They assert that congestion and system unreliability will wotsen if we continue to rely
on a “Federal-centric tax-based financing and regulatory system” that does not give encugh control
to State and local governments.

The minority recommends sustaining carrent motor fuel and diesel excise levels, while
shifting more financial responsibility to private sector investors and the public as a whole through
increased tolling, congestion pticing, and public-private partnerships. They also tecommend a
Federal role that is limited to maintaining the Interstate System, alleviating freight-related
bottlenecks, and providing States with analysis, incentives, and flexibility regarding the adoption of
matket-based reforms for their highway systems.

Though the minority finds sevetal areas of agreement with the majority’s findings—such as
the importance of the transportation system, the need for sustained investment, opportunities for
simplification, consolidation, and streamlining of Federal programs, and the need for greater
accountability and rationality in investment decisions—they generally disagtee with the
Comimission’s conclusions and recommendations. The minority’s disagreements with the teport are
summatized in seven points:
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‘The minority argues that Federal fuel taxes are not a solution to our surface transportation .
problems, and are ineffective, wasteful and regressive, They assert that the majority fails to
adequately consider alternatives such as direct pricing. 'The Commission does envision
replacing the fuel tax with a mote direct user fee, such as vehicle miles traveled fee, in the
year 2025, however, the minotity would prefer this transition take place much sooner.

The minority characterizes the Commission’s vision: of the Federal role in 2 national
transportation system as “unnecessarily lacge.”

The minority disputes the definition of “needs” that the Commission used to estimate fuel
tax calculations. They contend that there ate far fewer transportation investments that are
justifiable on a cost analysis basis than the report suggests.

The minoriy cails the Commission’s proposal to create an mdependent governance
commission (“'NASTRAC”\ to oversee a national transportation plan “neither practical nor
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within the same cotridor ot network.

The minority suggests that the Commission takes an inconsistent approach to eatmarking by
recognizing the inefficdencies of earmarking while, at tha same time, recommending that
certain percentages of transportation funding be set aside for purposes outlined in the
repott,

The minority argues that the energy research and investment recommendations are more
appzopnately Ieft to thc Department of Enexgy

PREVIOUS COMMITTEE ACTION

The Subcommittee on Highways and Transit held a hearing on January 24, 2007, regarding

the nation’s sutface transpottation system and the challenges and changes it will face 30 to 50 years
into the future, as well as to examine how the system will need to adapt to support the changing and
expanding economy.

The Subcommittee on Railroads, Pipelines, and Hazardous Materials met to hear testimony

on the Benefits of Intercity Passenger Rail on June 26, 2007,

The Full Committee on Transportation and Infrastructure met on September 25%, 2007, to

hear testimony on Rail Competition and Service.
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HEARING ON THE NATIONAL SURFACE
TRANSPORTATION POLICY AND REVENUE
STUDY COMMISSION REPORT: TRANSPOR-
TATION FOR TOMORROW

Thursday, January 17, 2008

HOUSE OF REPRESENTATIVES,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The Committee met, pursuant to call, at 11:00 a.m., in Room
2167, Rayburn House Office Building, the Honorable James L.
Oberstar [Chairman of the Committee] presiding.

Mr. OBERSTAR. The Committee on Transportation and Infrastruc-
ture will come to order.

Over the last 115 years, there have been 4 transformational mo-
ments, episodes, in the history and evolution of surface transpor-
tation policy in America. The first was 1894 when a group of
bicyclists gathered 150,000 signatures on a wheel and presented
them to a Committee of Congress in the House, asking for a
$10,000 study for a system of paved roads to take the newfangled
horseless carriages off the bicycle trails, which were creating ruts
and causing cyclists to have faceplants or headers as they called
them in those days.

Congress complied. The study was completed and led to the next
episode which was the establishment of the Bureau of Road Inquiry
in 1896 in the U.S. Department of Agriculture, leading to the cre-
ation of the Bureau of Public Roads in 1916.

The third transformational episode was 1956, the establishment,
enactment of the interstate highway, the National System of Inter-
state and Defense Highways and the Highway Trust Fund with a
dedicated revenue stream to sustain the construction of this ex-
traordinary facility.

The fourth transformational moment was 1991 at the end of the
interstate era and the beginning of the post-interstate period, the
enactment of the Intermodal Surface Transportation Efficiency Act.

This Commission’s report will, in time, be seen as I see it now
as the first transformational chapter in the transition to a new era
of transportation policy for the 21st Century. The report does pre-
cisely what commissions should do: lift our vision above the hori-
zon, challenge our thought processes with innovative ways of ad-
dressing established vexing, complex problems that appear to be ir-
reconcilable.

The report goes further. It sets forth specifics on how to accom-
plish, how to carry out their recommendations.

o))
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It remains for us in the public policy arena in the Executive
Branch and the Legislative Branch to summon up the political will
to act upon this compendium of proposals in order to transform
America’s transportation portfolio into a vibrant, sustainable en-
gine of economic growth underpinning and enhancing the greatest
economy in the world.

Thank you for your splendid work, for your intense effort and for
this purposeful report.

I yield to the Ranking Member, and I will announce that we will
have statements from Mr. DeFazio subsequently and from Mr.
Duncan. Then we will proceed to the Commission because we are
here to hear them, not to hear one another.

Mr. Mica. Well, I thank Chairman Oberstar for his opening
statements and for yielding time. I have a rather lengthy state-
ment that I would have included in the record.

Mr(.1 OBERSTAR. Without objection, it will be included in the
record.

Mr. MicA. It is unfortunate, but Secretary Peters, our Secretary
of Transportation, will not attend or participate in today’s hearing
or provide her testimony. I don’t want to get into the dispute on
her having her own panel, which has been accorded to cabinet
members of various administrations. But, in any event, I would
like to ask unanimous consent to submit Secretary Peters’ state-
ment for the record.

Mr. OBERSTAR. The Secretary’s statement will be included in the
record, without objection.

Mr. MicA. Thank you.

Mr. MicA. I want to also reiterate the comments of the Chair in
thanking the Commission for their service and also for your vision
in trying to develop a blueprint for our Nation’s infrastructure not
only in the short term but in the long term. I have had an oppor-
tunity to read through your recommendations, and I think it can
serve as a template for the investment in our Nation’s infrastruc-
ture that is so urgently needed.

I think you have done an incredible job in assessing the need.
You have correctly assessed the need. We are probably looking at
a requirement for investing three to four times what we are invest-
ing now in our Nation’s highways, rail, ports, airports, all of our
infrastructure.

I believe that you have provided us with some options by which
we can expand the investment and some of those will be measures
that Congress must consider, particularly as we head towards 2009
and reauthorizing our surface transportation programs.

Some of the areas of agreement are indexing, better leveraging
our existing funds through creative financing and bonding, and
public-private partnerships. One of the things Congress has failed
to do 1s establish clear Federal policy on public-private partner-
ships. This is a term that requires definition so that we can move
forward and use public-private partnerships as an important ele-
ment in expanding the dollars that we have available.

You have also identified a need of trying to expedite the project
delivery process. Improving this process is so important in saving
us not only time but money, and I would like to see what I call a
437 day process adopted at least for projects that are replacement
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in nature such as the bridge that collapsed in Minnesota. A project
that would otherwise take some 7 to 8 years and many times the
cost to complete will be completed in 437 days. Again, I think a rec-
ommendation of your Commission is that we expedite the project
delivery process.

I do have some concerns with the report, of course, and maybe
you have heard my comments when the report first came out and
proposed a potentially 40 cent increase which would be about a 200
percent increase in the gas tax. I did have my reservations. The
press asked me what I thought the chances were of something like
that passing Congress, and I think my comment was that it has
a snowball’s chance in hell.

I did notice that there was quite a bit of snow coming down and
the temperature had dropped precipitously as we began the hear-
ing, but I still wouldn’t give it a much better chance.

[Laughter.]

Mr. MicA. I believe that using some of the mechanisms and the
options that you outlined, though, that we can adjust those figures.
I don’t believe—and share the dissenting opinion—that just in-
creasing the gas tax is the answer, and I don’t think that was your
solution.

My Secretary of Transportation in Florida provided me with a
chart that is up on the screen, that shows how dramatic fuel con-
sumption has decreased, and that chart dramatically illustrates the
challenge that we face.

[Information follows:]
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Mr. MicA. We have nine million vehicles now using some alter-
native fuels. Congress has passed a requirement that we double
some of the synthetic fuels, and I think even the marketplace will
hasten what we see here.

So, even if we increase the gasoline tax by a dollar or 100 per-
cent, it is not going to resolve our problem nor sometimes things
that need to have the right political climate nor with $3 plus a gal-
lon of gas currently at the pumps will we see that proposal pass
in Congress as some may advocate.

I think consolidation of the 108 surface transportation programs
is also a worthy goal that has been recommended. However, I
would caution any elimination of mass transit as a separate pro-
gram. I think that mass transit is one of the solutions, and it
shouldn’t be sidelined.

For the future of our Nation I believe that we might just as well
start now with your proposal. In the next few days and weeks, we
will hear proposals for stimulating our economy which is lagging.

I would hope and ask Mr. Oberstar and others on the Committee
that building our Nation’s infrastructure be an investment that we
look at on a joint basis because rather than sending folks a check
of a few hundred dollars for which they will go out and probably
buy some more imported goods, we could be investing in our Na-
tion’s infrastructure, and I would hope that that would be a key
component, that we build on some of the recommendations not in
September 2009, but now.

So I would propose, finally, that we take your good blueprint and
the items we can agree on in investment in infrastructure and use
that as part of an economic stimulus package.

So, with those comments, Mr. Chairman, I am pleased to hear
the members of the Commission and their report to us today. I
yield back.

Mr. OBERSTAR. I thank the gentleman.

Just for a point of clarification, Secretary Peters in her capacity
as Chair of the Commission was invited to testify with the Com-
mission. But since hers is a minority report, just as with the Su-
preme Court, when the Chief Justice is not in the majority, he does
not deliver the opinion from the bench. The Justice designated to
write the majority opinion does so.

So, the Secretary was invited to participate with the Commission
or to testify separately or to testify at a separate hearing. She de-
clined those options.

As for the future of the gas tax and the Secretary’s views there-
upon in this Administration, they will be here when we make those
decisions.

Mr. DeFazio.

Mr. DEFAZIO. Thank you, Mr. Chairman.

I want to thank the members of the Commission for their work
and the grist they have provided for the coming debate over the re-
authorization of the surface transportation legislation in the next
Congress.

I think the most important thing for Members of this Committee
and the Administration to know from this report is the extraor-
dinary and growing gap between the needs of the American people,
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the traveling public, the American economy and the Nation’s infra-
structure.

We only need to travel to some of our competitor nations, China
and others, to see what massive investment is doing to promote
their economy and their economic competitiveness. Here, we are in-
vesting at a rate of a third world nation, and we are moving toward
a third world transportation system: more congested, less safe, in
fact at times, catastrophically unsafe as we saw with the bridge
collapse last summer.

Now, the most controversial thing is going to be how are we
going to pay for those investments. As the Chairman said, that is
something to be decided at a future date or how close are we going
to come to your numbers, but your numbers are astounding.

We are basically, in aggregate, between the private sector and
the public sector at all levels, investing, by what I think is a pretty
well documented in your report, about one third of what we should
be investing if we want to have a more competitive, less congested
and safer future for the American traveling public, more fuel effi-
cient and kinder to the environment.

We are investing in aggregate, again well substantiated in your
report, less than we need to maintain the investment of the Eisen-
hower generation in the national transportation infrastructure.
That is astounding.

Every day, we are losing ground. Every day, we are moving clos-
er to more bridge collapses. Every day, our roads are more con-
gested, and we are not even investing enough to maintain the ex-
isting system. That is an extraordinary condemnation of the cur-
rent process.

I, too, regret the Secretary isn’t here today. I would have loved
to have her come and defend the indefensible, which is her position
that we need to phase out any Federal involvement and there is
no Federal obligation to the national transportation system. She
says that by saying we should freeze the current levels of invest-
ment by the Federal Government, and we will solve all the prob-
lems through rationing, otherwise called congestion management.

Ration the system, price people off it, price independent truckers
off it, price working Americans off it, and it will be less congested.
The Lexuses will just speed their way to work. That is not a solu-
tion in the national interest.

Secondly, of course, she says privatization will solve all. All we
have to do is add on the costs of the borrowing and the profits in-
stead of financing it through public entities. That doesn’t seem to
be a real rational argument to me.

Then finally, of course, she’s a big fan of tolling. This is unbeliev-
ably simplistic coming from the person in this Administration most
responsible for setting a path to the future. But, luckily, when this
Congress or the next Congress sets a path to the future, we will
be dealing with a different and hopefully more enlightened Admin-
istration.

I look forward to the testimony and discussion.

Thank you, Mr. Chairman.

Mr. OBERSTAR. I thank the gentleman.

Mr. Duncan, Ranking Member of the Subcommittee.

Mr. DuNcaAN. Thank you very much, Mr. Chairman.



7

First, I want to join Chairman Oberstar and Ranking Member
Mica and Chairman DeFazio in expressing my appreciation to the
Commission for this report.

I think considering the quality of the membership of this Com-
mission and the hard work that they put into it—20 months of
work, 22 hearings, 300 witnesses—I think that we should pay more
attention to this report than probably any report we have ever re-
ceived, and I think that all the Members of the Committee or hope-
fully all the Members of the Committee will thoroughly review and
study this report.

The Commission has clearly recognized the importance of the
transportation system to the Nation’s economic prosperity and the
enormous challenges we will face addressing these needs over the
next 50 years, and I might say we are going to have to if we are
going to keep up with our global competitors who are moving
much, much faster in these areas at this time than we are.

The report identifies opportunities to simplify and consolidate
programs and funding categories. More flexibility for States and lo-
calities is a good thing.

I do agree with Chairman DeFazio, though, that there is an im-
portant and legitimate Federal role in these areas. People in Ten-
nessee use the highways and the infrastructure in California and
vice versa, and it is the same for the entire Nation.

The report makes concrete proposals to streamline the current
planning and environmental processes for transportation projects.
This is something that we really need to work on. Once again,
other countries, China and Japan and India and most other coun-
tries that are moving forward economically, move much faster than
the seven to ten years that it typically takes on major highway
projects and other transportation projects.

The report recommends that funding decisions be based on per-
formance and outcome and relying more on public-private partner-
ships. These are all areas of agreement that give us real change
and improvements in the way that the Federal highway, transit
and safety programs are organized and managed.

We need to also encourage, in every way possible, more domestic
energy production because we have to bring down these costs for
the American people or at least hold them stable and not have our
Country and our people as vulnerable to foreign energy producers
as they are now.

In addition to that, the conservative foreign policy columnist,
Georgeanne Geyer, wrote, in 2003, words that I think are very pro-
phetic. She wrote that Americans will inevitably come to a point
when they will have to choose between a government that provides
services at home or one that seeks empire across the globe.

We know, we all know that we have spent, I think some esti-
mates are $750 billion or $800 billion on the wars in Iraq and Af-
ghanistan, and we are still spending at staggering rates. But, on
top of that, we are spending megabillions in many, many other
countries, in fact, every other country around the world through
every department and agency almost of the entire Federal Govern-
ment.

We have to reach a point where we have to start putting our own
people and our own needs first once again. We need to tell other
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countries we need to have trade and tourism, and we need to have
cultural and educational exchanges, and we need to help out dur-
ing humanitarian crises. But we have to start.

It is perhaps a quaint and old-fashioned notion that the first obli-
gation of the American Congress should be to the American people,
and it is certainly true in this area. We will fall drastically behind
if we don’t starting doing that in the very near future.

I hope that we will enact many of the recommendations of this
Commission as we go forward in the very near future, and I want
to thank the Commission once again and especially Vice Chairman
Schenendorf who served us so long and faithfully here on this Com-
mittee.

Thank you very much, Mr. Chairman.

Mr. OBERSTAR. I thank the gentleman for his thoughtful observa-
tions. He has been a very productive and considerate Member of
this Committee for a very long time, and I appreciate his observa-
tions.

You heard from us, at least some of us. Now is our turn to hear
from you.

Mr. Schenendorf, welcome back to the Committee in a different
role. You are used to sitting on this side of that table except during
markups, and now you come to us in a new capacity and we are
delighted to have you back in familiar environs.

Normally, witnesses have five minutes to present their views,
but this is a very substantial subject matter, and so we give you
such time as you may require to present the report and then to al-
locate time to your fellow commissioners.

If T understood right, you chose to go in an alphabetical arrange-
ment. It is up to you, whatever you wish to do with the panel. The
time is yours.

TESTIMONY OF VICE CHAIR JACK SCHENENDORF, OF COUN-
SEL, COVINGTON AND BURLING; COMMISSIONER STEVE
HEMINGER, EXECUTIVE DIRECTOR, METROPOLITAN TRANS-
PORTATION COMMISSION; COMMISSIONER STEVE ODLAND,
CHAIRMAN AND CEO, OFFICE DEPOT; THE HONORABLE
FRANK BUSALACCHI, WISCONSIN DEPARTMENT OF TRANS-
PORTATION; COMMISSIONER MATTHEW ROSE, CEO, BUR-
LINGTON NORTHERN SANTA FE; COMMISSIONER FRANK MC
ARDLE, SENIOR ADVISOR, GENERAL CONTRACTORS ASSO-
CIATION OF NEW YORK; COMMISSIONER PATRICK QUINN,
CO-CHAIRMAN, U.S. XPRESS ENTERPRISES; COMMISSIONER
RAYMOND R. GEDDES, DIRECTOR OF UNDERGRADUATE
STUDIES, CORNELL UNIVERSITY DEPARTMENT OF POLICY
ANALYSIS AND MANAGEMENT; COMMISSIONER TOM
SKANCKE, CEO, THE SKANCKE COMPANY; COMMISSIONER
PAUL WEYRICH, CHAIRMAN AND CEO, FREE CONGRESS
FOUNDATION

Mr. SCHENENDORF. Thank you, Mr. Chairman.

I am Jack Schenendorf. I am Of Counsel with Covington and
Burling, a law firm in Washington, D.C. I have had the honor of
serving as the Vice Chair of the Commission, and it is in this ca-
pacity that I am testifying before you today.
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Before discussing our recommendations, on behalf of all of the
commissioners, we would like to thank our Chair, Secretary Mary
Peters, who did an outstanding job in guiding us through this effort
and all the Department of Transportation staff assigned to the
Commission especially our Executive Director, Susan Binder. Their
professionalism, expertise and dedication were instrumental in our
success.

Our recommendations are the product of a bipartisan consensus
of a diverse group of commissioners, five appointed by Republican
officeholders, four appointed by Democratic officeholders, from both
ends of the political spectrum and everywhere in between, from all
regions of the Country, the CEO of a company that relies on trans-
portation services, the CEO of a trucking company, the CEO of a
rail company, a State transportation official and a local transpor-
tation official. Despite our differences, we were all able to coalesce
around the findings and recommendations in the Commission’s re-
port.

I should also note that three of the commissioners dissented: Sec-
retary Peters, Former Deputy Secretary Cino and Commissioner
Geddes. Once you have thoroughly studied and memorized the
Commission report itself, I would encourage you to read their dis-
senting views that are also included in the report.

My oral testimony today will focus on our key recommendations.

Our first key recommendation is that to keep America competi-
tive, we are recommending a significant increased investment in
our national surface transportation system, and we are recom-
mending that investment start now. We cannot afford to wait.

Any effort to address the future transportation needs of the
United States must come to grips with the sobering financial re-
ality of such an undertaking. We estimate that the United States
needs to invest at least $225 billion annually for the next 50 years
to upgrade our existing transportation network to a state of good
repair and to build the more advanced facilities we will require to
remain competitive. We are spending less than 40 percent of that
amount now.

Our second key recommendation is that we are recommending
that the Federal Government be a full partner with States, local
governments and the private sector in addressing this looming
transportation crisis. We believe that the Federal Government
must continue to be part of the solution both in terms of providing
leadership and in terms of providing a fair share of the resources.

Our third key recommendation is really the heart of our rec-
ommendations. It is reform with a capital R. We are recommending
fundamental and wide-ranging reform of the Federal transpor-
tation program. We do not believe that the Federal program should
be reauthorized in its current form. Instead, we are calling for a
new beginning.

We are recommending that the existing 108 and some odd Fed-
eral transportation programs be replaced with 10 new programs
that are performance-driven, outcome-based, generally modal-neu-
tral and refocused to pursue objectives of genuine national interest.
We are also recommending that the project delivery time be re-
duced dramatically, and we are recommending a BRAC-type com-
mission to help depoliticize the process.
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We believe that a mission or sense of purpose must be restored
to the Federal program. Since completion of the interstate system,
the program has had no clear mission. It is now essentially a block
grant model with little or no accountability for specific outcomes.

We believe this must change. That is why we are recommending
these 10 new performance-based programs. These programs would
be as follows:

First, a program designed to bring our existing highways, bridges
and mass transit systems into a state of good repair. Second, a
freight program designed to speed the flow of goods to enhance
U.S. global competitiveness;

Third, a program designed to reduce congestion in our largest
metropolitan areas with a population of a million or more by some
sort of performance standard like reducing congestion by 20 per-
cent by 2025, something that people can understand and can meas-
ure.

A program designed to improve access and mobility in smaller
cities and rural areas; a program designed to improve safety by
cutting fatalities by 50 percent by 2025; a program designed to pro-
vide high speed passenger rail service in the Nation’s high growth
corridors of three to five hundred miles long.

We would also propose programs designed for environmental
stewardship, energy security, Federal lands and research and de-
velopment.

These programs would give rise to a national surface transpor-
tation strategic plan that would guide Federal investment. U.S.
DOT State and regional officials and other stakeholders would es-
tablish performance standards in the Federal program areas out-
lined above and develop detailed plans to achieve those standards.
Detailed cost estimates would also be developed.

These plans would then be assembled into a national surface
transportation strategic plan very much of the type that Congress-
man Mica has been talking about. This Federal investment would
be directed by the national strategic plan. Only projects called for
in the plans would be eligible for Federal funding, and all levels
of government would be accountable to the public for achieving the
results promised.

This would be a dramatic new way to run the program, but we
believe that it would restore a sense of mission, a sense of mission
that the American people agreed was in the national interest and
therefore the American people would be willing to pay for it.

Our fourth key recommendation involves financing and to close
the investment gap, we are recommending a wide range of revenue
enhancements. Mr. Chairman, there is no free lunch when it comes
to infrastructure investment. Policy changes, though necessary, will
not be enough in their own to produce the transportation system
the Nation needs in the 21st Century. We need significant new
funding as well.

Here are our major financing recommendations: First, as a gen-
eral matter, we strongly support the principle of user financing
that has been at the core of the Nation’s transportation system for
half a century, and we are also recommending continuation of the
budgetary protections for the Highway Trust Fund so that user
fees benefit the people and industries that pay them.
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With respect to specific recommendations, let me start with the
long term recommendations first. The most promising alternative
to the motor fuel tax for the long term appears to be the Vehicle
Miles Traveled fee, provided that substantial privacy and collection
cost issues can be addressed. We are recommending that we transi-
tion to the VMT fee as quickly as possibly and have suggested spe-
cific steps for the next reauthorization bill to hasten that process.

Like the National Academy of Sciences, we think it is going to
take until 2025 to get there because you have to basically solve the
problems with the system, get the whole system in place and then,
to a certain degree, you have to turn over the fleet in order that
all the vehicles basically have the equipment in them to allow for
this type of system and to minimize the retrofit.

Now, maybe it will be sooner than 2025. Maybe it will be 2020,
2015. Maybe it will be 2030. But we think we need to move as
quickly as possible in that direction.

With respect to the interim, in other words, the period from 2010
until the time that this replacement fee can be put in place, what-
ever that period of time is, we are recommending a comprehensive
set of recommendations for how to pay for the program.

First, we are recommending that the Federal motor fuel tax be
raised by 25 to 40 cents per gallon over 5 years. This increase
would be phased in over a five year period, so it would be 5 to 8
cents per gallon per year, and it should be indexed for inflation.

This works out in year five, if the Congress were to adopt this,
this would mean to the average motorist 41 cents a day or 66 cents
a day or somewhere in that range for the 25 to 40 cent increase
in the gas tax.

Second, we are recommending other Federal user fees to address
the funding shortfall such as a freight fee for goods movement
projects, dedication of a portion of the existing customs duties and
ticket taxes for passenger rail improvements. Tax and regulatory
policy can also play an incentivizing role in expanding freight and
intermodal networks.

In addition, we are recommending that Congress remove certain
barriers to tolling and congestion pricing under conditions that pro-
tect the public interest. This will give State and local governments
that wish to make greater use of tolling and pricing the flexibility
to do so.

More specifically, we are recommending that Congress modify
the current Federal prohibition against tolling on the interstate to
allow tolling to fund new capacity on the interstate as well as the
flexibility to price the new capacity to manage its performance. We
also are recommending that the prohibition be modified to allow
congestion pricing on the interstate in metropolitan areas with pop-
ulations of greater than one million.

During this interim period, we are also recommending that Con-
gress encourage the use of public-private partnerships including
concessions for highways and other transportation modes. Public-
private partnerships can serve as a means of attracting additional
private investment to the surface transportation system, provided
that conditions are included to protect the public interest and the
movement of interstate commerce.
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We also expect and anticipate that State and local governments
will have to do their part in raising revenues in order to close this
investment gap.

Let me end by saying in this interim period, until you can phase
in the replacement for the Federal motor fuel tax, we do not see
any way to raise the money that is necessary without having the
increase in the motor fuel tax be a significant part of the solution.
Pricing is a part of the solution. Tolling is a part of the solution
and private sector investment.

All those things are a part of the solution, but you also need sig-
nificant increase in the motor fuel tax unless you want to shift to
the general fund to finance this program which we are not recom-
mending.

Let me close by saying that a failure to act would be devastating.
The surface transportation of the United States is at a crossroads.
The future of our Nation’s well being, vitality and global economic
leadership is at stake. We must take significant, decisive action
now to create and sustain the preeminent surface transportation
system in the world.

A failure to act, that is a failure to reform the Federal program,
refocus it on the national interest and raise sufficient revenue to
close the investment gap would be devastating. The United States
would be unable to compete effectively in the global marketplace
and our quality of life would suffer substantially. This is not the
outcome we want.

We must find the political leadership and the political will to
make the necessary reforms and the necessary investment. It will
not be easy, but we cannot afford to not do so.

We cannot sit back and wait for the next generation to address
these ever increasing needs. It will be too late. The crisis is now,
and we have a responsibility and obligation to create a safer, more
secure and ever more productive system.

We need to create and sustain the preeminent surface transpor-
tation system in the world, and we need to do it now.

Thank you, Mr. Chairman.

I would like to turn to the other members of the Commission. I
will just alternate back and forth and start with Commissioner
Heminger.

Mr. HEMINGER. Thank you, Jack.

Mr. Chairman, Mr. Mica and Members of the Committee, my
name is Steve Heminger. I am Executive Director of the Metropoli-
tan Transportation Commission which is the Metropolitan Plan-
ning Organization for the San Francisco Bay Area. I was appointed
to the Commission by Speaker Pelosi.

Since I am the first commissioner to speak, I would like to say
I am sure on behalf of all of us that we owe a great debt of grati-
tude to our Vice Chairman who, because of our outcome, as you
might imagine, has had to carry additional duties that the Vice
Chairman normally may not. So we thank you, Jack, for your lead-
ership.

I would like to dwell just in my brief time, Mr. Chairman, on two
of the new program areas that we are recommending, the first in
metropolitan mobility.
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The Census Bureau tells us to expect 120 million more fellow
citizens by the year 2050. From a transportation point of view, that
kind of growth wouldn’t be too tough to handle if it were spread
all across our wide Country, but it won’t be. Most of those new
Americans will live in metropolitan areas. These metropolitan
areas are already the economic engines of the Nation, and they are
bound to become even more so as America’s population continues
to urbanize and cluster near large cities.

In our commission work, as Jack indicated, we have focused on
major metropolitan areas with more than one million residents.
These 50 or so areas account for 60 percent of the Nation’s popu-
lation in GDP, but they capture an astonishing 90 percent or more
of national market share for 3 key transportation indicators: traffic
congestion, transit ridership and population exposure to auto-re-
lated air pollution.

In a nutshell, these major metros are where the action is. That
is why our Commission report recommends that one of the ten new
programs focus on restoring mobility to these dense urban centers.
We think the Nation should set ambitious targets to reduce traffic
congestion in these areas from today’s levels, not just to slow the
rate of increase.

In order to do so, metropolitan officials surely will need more re-
sources, but they will also need more authority as well to experi-
ment with strategies like congestion pricing to help unclog some of
our key commute and freight corridors. With the added resources
and authority, we believe strongly should come accountability to
meet the mobility targets that they set.

In brief, the Commission believes that it is time to stop com-
plaining about traffic congestion and do something about it.

The second area I wanted to cover is traffic safety, and I regret
to say that, here, our track record on highway safety in America
is truly a national tragedy. Every year, over 40,000 Americans die
on the Nation’s highways. That is equivalent to a 9/11 every
month, month after month, year after year.

We constantly hear transportation officials claim that safety is
job one, and the current Federal bill is even named SAFETEA. Yet,
the death toll continues.

With the exception of some rural roads that need to be upgraded,
our highways themselves are pretty safe. It is the drivers who are
dangerous. Driver behavior is where we need to devote much more
attention than we have in the past just as countries very similar
to ours like Great Britain and Australia have done so and achieved
much lower fatality rates than our own.

Every State should have a primary seat belt law, yet only half
do. Every State should have a motorcycle helmet law, but only 20
do. Every State should have an ignition interlock law that prevents
repeat drunk drivers from starting their car if they are not sober,
but less than a handful do.

Our Commission report, proposes an aggressive but achievable
goal of cutting traffic fatalities in half by 2025. We can reach that
goal but only if the combined might and muscle of our Federal,
State and local government are brought to bear especially in the
area, once those laws are passed, of enforcing them to make sure
they are complied with.
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If we do reach that goal, Mr. Chairman, it would mean 20,000
more Americans every year would be able to tell their loved ones
about their drive home from work each day.

Thank you very much.

Mr. OBERSTAR. I am going to intercede for just a moment to ob-
serve your observations are quite right. I participated recently in
a European Union discussion on highway safety, and the same
issues pertain in Europe with five million people, fewer miles of
roadway, fewer miles driven, 42,000 fatalities but the same con-
cerns that you cited.

Thank you.

Mr. SCHENENDORF. Commissioner Odland.

Mr. ODLAND. Thank you, Mr. Chairman.

I am Steve Odland, the Chairman and CEO of Office Depot. I am
pleased to be here as a business leader and a commercial user of
the highway system and our entire surface transportation system.

Office Depot is nearly a $16 billion office supply company. We op-
erate in 34 countries. We have shipments to over 1,200 stores here
in North America, and we have next day delivery of supplies to
businesses, education, government, hospitals from over 32 different
distribution facilities in the United States.

We do over 100,000 deliveries per day. We are third largest
internet retailer in the world with nearly $5 billion in sales.

As a user and a contributor to the system, I believe the surface
transportation system is at a crossroads. The future of our Nation’s
well being, our vitality and our global economic leadership is at
stake. We must take significant action now to create and sustain
the preeminent surface transportation system in the world.

Surface transportation is obviously important. It is important to
defense, but it is very important to commerce. People move to and
from their places of work. We move goods and services within the
Country, and we move goods and services to the ports for export
and from the ports for import.

The United States now has incredible economic potential and sig-
nificant transportation needs. We have said before we need to in-
vest $225 billion a year for the next 50 years to upgrade the exist-
ing system to a state of good repair and to begin creating a more
advanced surface transportation system to sustain and ensure our
long term economic leadership.

The needs of the infrastructure are clear. This is not the first
commission to identify the needs of the system, but it is time for
us to face the facts. Continued under-investment in business as
usual policies and programs will have a detrimental effect on the
United States and our ability to compete in the world economy as
well as on the everyday lives of Americans.

Steady economic growth and increasing and shifting population
make a high performance transportation system more important
than ever. To maintain the margin of the U.S. competitive advan-
tage, a transportation network providing fast, reliable, cost effec-
tive performance is critical.

We have some things that are working very well. First of all, the
interstate highway system works well. The consistency of the sys-
tem for the users and the ease of use is very important, and we
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have capacity outside of the urban areas, and we also have capacity
inside urban areas during certain times of the day and week.

But the issues are metropolitan congestion, our road conditions,
safety, and we have a lot of congestion. By estimates, congestion
costs our Country between 78 and 200 billion dollars a year. So we
can argue about the needs of the investment, but we are investing
today, and it is called waste through congestion.

Congestion causes us to carry more inventory and therefore inef-
ficient use of capital. It causes us more variable operating costs. It
causes lowered customer service, lowered efficiency and profits and
less global competitiveness.

In a just-in-time world, America needs to ensure it has the right
capacity in the right places to compete just in time. That local
truck that delivers goods to a neighborhood store is often the last
move in the supply chain that spans half the world while the final
retail price of those goods reflect 10,000 miles of hard-gained
freight transportation efficiencies within that chain.

As we said, over the next 50 years, the population will grow by
nearly 50 percent, but our GDP can triple in that period of time.
In order to accomplish that, we need the capacity in the system to
do it. If we don’t step up and focus on this, we risk slipping from
first place in the world to second or even third place as other coun-
tries pass us by.

Maintenance and expansion of our freight system will require a
set of policy tools and incent more private investment and direct
public funds towards projects which alleviate the capacity con-
straints and allow for more traffic to flow across an efficient, sus-
tainable intermodal freight network.

Now, when it comes to funding and financing, every option must
be used to address these problems. The gas tax is one of these
means. In effect, it is, we believe, a user fee.

In the system, overhead is already in place to ensure that 100
percent of every dollar collected is available for investment. Con-
trast that to tolling authorities which can use up to 50 percent of
their collection to cover their overhead.

While I believe strongly in the free market and a capitalist sys-
tem and I believe in the role of the private sector, the Federal Gov-
ernment also plays a role in funding and managing the surface
transportation sector within a combined effort with the private sec-
tor. But we need to depoliticize this process.

Outside of this town, people don’t think in terms of politics. We
think in terms of moving goods and moving people. The politics are
getting in the way for Americans, and Americans are beginning to
criticize our elected leaders and our private sector leaders. I think
everyone from Congress itself to business to mainstream America
is frustrated with the current process.

This recommendation creates a lot of new things. NASTRAC is
one of them. NASTRAC is recommended to help take the politics
out of the governance of this 50 year plan and ensure the funding
is targeted at the projects that are required for the entire 50 year
plan and the entire U.S. system. This precedent for a Commission
has been set in other areas and has been successful.
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We realize this is a bit visionary on our part, but we were asked
to be visionary and step out of our comfort zone, and we hope that
you consider that.

Our transportation system has helped us to build the greatest
economic powerhouse in history. This has allowed us to become the
greatest superpower Nation in history. We should seek to build on
that legacy for the next 50 years, and our recommendations are de-
signed to create and sustain what we believe will be the pre-
eminent surface transportation system in the world.

Thank you, Mr. Chairman.

Mr. SCHENENDORF. Commissioner Busalacchi.

Mr. BusavLAccHI. Thank you, Jack.

Good morning, Mr. Chairman, all Members of the Committee.

My name is Frank Busalacchi. I am Secretary of the Wisconsin
Department of Transportation and also the Chair of the States for
Passenger Rail Coalition.

As a commissioner, I have had a unique opportunity to share my
perspective and goal for a new direction in national transportation
policy, one that includes a Federal-State funding partnership for
intercity passenger rail similar to the partnerships that exist for
highways, transit and aviation.

The Commission heard testimony from State and local officials
and others asking for additional public investment in intercity pas-
senger rail. The Commission agrees that passenger rail must be a
part of a multi-modal solution. It can help alleviate highway and
airway congestion, high gas prices and the impacts of global warm-
ing.

We don’t envision rail replacing other modes. We see rail pro-
viding greater mobility to help meet the needs of our growing and
aging population.

To assist the Commission in advising Congress, I engaged a pas-
senger rail working group to provide analysis. This group created
a 2050 map and cost estimates for passenger rail improvements.
The map focuses city to city connections in corridors of 500 miles
or less. The map provides one perspective on the future of pas-
senger rail. It is entirely illustrative.

Individual States will be responsible for their own rail plans and,
with Congressional support, they will be empowered to implement
them.

Of the 10 new transportation programs recommended by the
Commission, intercity passenger rail is the only modally focused
program. The Federal Government will fund 80 percent of the pro-
gram similar to other modes. Fifty years ago, a bold vision and
strong commitment to funding the interstate highway system made
it all possible.

Today, both our highway and aviation systems are congested. It
is time to invest in another mode and to provide our citizens a
modal choice.

I commend my colleagues on the Commission for agreeing to this
bold new vision for passenger rail. We are united in our view that
this Nation needs passenger rail if it is to achieve its vision of
being the preeminent transportation system in the world.

Thank you.

Mr. SCHENENDORF. Thank you.
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Commissioner Rose.

Mr. RosE. Thank you, Jack.

Chairman Oberstar, Ranking Member Mica, it is always good to
be here, testifying. Sometimes it is more enjoyable than others and
this is one of those days.

[Laughter.]

Mr. ROSE. Most of you know me as the freight rail individual, so
I will limit my remarks to the impact of freight rail.

The Commission essentially concluded that freight rail capacity
needs to be expanded systematically over the next 50 years and
also determined that freight rail market share should be increased.
In sum, here is what the report recommended:

First, promoting private investment, the report recognizes that
private investment is and always will be the primary means of
meeting these goals. It states that rational regulatory policies—eco-
nomic, safety, security, labor and environmental—are fundamental
to sustaining private investment. It also supports incenting private
investment in freight rail network expansion.

Second, promoting public-private partnerships, the Commission
made freight-related programmatic recommendations that I predict
will be hotly debated in freight stakeholder circles. The Commis-
sion believes that there ought to be a freight program to help ex-
pand and decongest freight networks and recommends more fund-
ing for freight programs from a variety of sources and broad eligi-
bility across these programs.

Additional funding should include gas tax revenues and also a
portion of the customs fees, any revenues the Federal Government
might realize from greenhouse gas regulation and a freight fee.

Trade is the key driver for these increasing volumes. So I think
that customs duties are an appropriate source of revenue to help
fund this freight program. Diverting just 5 percent of the customs
duties would generate almost $2 billion annually, and it would not
displace freight between any ports of entry. Also, collection and ad-
ministration is already established.

The Commission was not specific about any form of the freight
fee which Congress might authorize such as container fee or a way-
bill surcharge, but it did clearly state that it must not burden com-
merce. No local and State proliferation of such fees, no private sec-
tor administration requirements since steamship lines, trucking or
rail companies will find it hard to pass along a fee to the ultimate
customer.

The Commission recognized that the payers of such a fee must
realize the benefit of improved freight flows. This is a fundamental
user fee principle. Shippers agree to pay for the Alameda Corridor
because they can see the benefits, capacity and throughput as well
as a benefit to the surrounding Los Angeles neighborhoods.

I will, no doubt, be asked, should there be a freight trust fund?
The rail industry has long had no trust that the funds would flow
to project those projects to meet the goals of goods movements
versus the political earmarking process. The Commission makes a
variety of recommendations for creating transparency and account-
ability in directing funds to high priority freight projects.
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Achieving responsible governance around project funding will be
critical to obtaining the freight community’s support. I could not
support any freight fee and related freight program without it.

I would like to mention the passenger rail provisions of the re-
port. I urge this Committee to commit itself to a bold vision of high
speed passenger rail in the next transportation bill, a vision in
which high speed passenger rail is the starting point rather than
the end point. Incrementalism, where more passenger rail is added
to the existing freight networks until it is completely full will be
frustrating and potentially counterproductive in light of growing
freight revenues.

The Commission envisions high speed rail and was clear about
the need to protect and expand the underlying freight railroad net-
works where joint use exists. The key principles where passenger
rail is feasible focuses on corridor service, negotiating at an arm’s
length mitigating the present and future rail capacity impacts and
paying for the capacity costs of the passenger traffic.

In an era of rising gas prices and full recognition of transpor-
tation’s impact on the environment, Americans need a real pas-
senger rail alternative but, quite frankly, we can’t do it on the
cheap.

Finally, for the first time, this Commission has demonstrated the
need to integrate freight into the Nation’s infrastructure policy.

I look forward to any questions you might have.

Mr. SCHENENDORF. Thank you, Matt.

Commissioner McArdle.

Mr. MCARDLE. Good morning. Thank you very much, Mr. Chair-
man.

My name is Frank McArdle, the former Managing Director of the
General Contractors Association of New York which represents the
heavy construction industry and am now a Senior Advisor with
that group.

I want to begin by acknowledging my Congressman, your col-
league, Congressman Nadler, and I want to tell you perhaps a little
story to reflect the value of the investments that you make in the
system.

Some 30 years ago, when Congressman Nadler and I lived just
a block apart, we spent many a Saturday morning at the corner of
94th and Broadway, talking about transportation, spending an
hour or so almost every week on the issues.

When we started that dialogue, the New York City subway sys-
tem had been allowed to run down and deteriorate and wear out.
There had been no substantive investment in maintenance or up-
grading, and the New York City economy reflected that. Businesses
were fleeing because they could not get people to their places of
fvoré( in Manhattan from the homes and apartments in which they
ived.

But an investment program started, and the system is well es-
tablished, well directed towards a state of good repair, and the
economy flourishes.

There is a very simple measure of how effective the dollars you
provided in that effort have been. When we started our dialogue,
you could buy a one bedroom apartment on the West Side where
we lived for $20,000. Today, 30 years later, you would be paying
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$800,000 for that one bedroom apartment, and people do it every
day because they want to be in a Manhattan that works well be-
cause of its mass transit system.

But that system will only survive and expand, as so many other
elements will, if you continue the kinds of investment programs
that we recommend.

I want to make one other point to you, and that gets to the issue
of energy. We now rely on petroleum for 97 percent of the energy
that runs our transportation system, 97 percent. Two thirds of all
the petroleum we use in the United States goes into transportation.
That is 16 percent of the world’s production, and it is increasingly
in the hands of people who do not like us.

The programs we laid out for you in every aspect of metropolitan
mobility, freight or rural and smaller cities programs, they will
help us better focus on transportation in a way that will in fact re-
duce our dependence on foreign oil.

In addition, we have two other proposals that I would call to
your attention. One is a major investment program in the research
for alternative fuels and a second recommendation that you act to
accelerate the development of the infrastructure and the fleet con-
versions to those alternative fuels. We will not get to alternative
fuels as quickly as we can unless the infrastructure is in place for
the drivers to rely on, and you can help make that possible.

Thank you.

Mr. SCHENENDORF. Thank you.

Commissioner Quinn.

Mr. QUINN. Thank you, Jack.

good morning. Thank you for the opportunity to appear here
today.

My name is Pat Quinn. I am Co-Chairman and President of U.S.
Xpress Enterprises which is a trucking company headquartered in
Chattanooga, Tennessee. As a participant in an industry that basi-
cally lives on our Nation’s highways, I have a keen perspective of
how the changes that are occurring there are limiting the growth
of our economy.

This report properly identifies, I think, the future infrastructure
investment needs that have to happen in our economy.

Commissioner Odland, who is also a customer of ours, properly
said that the delivery of goods depends upon just-in-time delivery,
and I can tell you that every day just-in-time delivery is becoming
more of I will get it there when I can and sometimes if I can. It
is due to the congestion.

We heard the estimates of $78 billion to perhaps $200 billion a
year wasted in that, and more than 40 percent of that is due to
bottlenecks. These bottlenecks that are occurring in our major cit-
ies and freight bottlenecks have to be addressed or Congressman
DeFazio’s statements are exactly right. We will become a third
world economy from a transportation standpoint because the infra-
structure just is not there to move goods.

It simply means when delays in that cycle happen, it puts more
goods on the road to meet the needs of the customers because there
is more of it in transit. That almost is a self-fulfilling prophecy of
doom. We just add that much more congestion there to meet the
same delivery requirements.
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And so, I think investment in the infrastructure has to occur,
and I think that our report properly recognizes that.

It explicitly recommends that a new freight transportation pro-
gram should target efforts to eliminate freight bottlenecks and
those inefficiencies that develop from them, system-wide improve-
ments targeted to trucking productivity should address incident
management, innovative off-peak freight delivery systems and tech-
nology and equipment improvements.

It also recommends that the U.S. Department of Transportation
begin the formation of a national freight transportation plan by es-
tablishing performance standards such as congestion, hours of
delay, ability to support heavier and larger vehicles and national
goals intended to meet the needs of private freight haulers and
shippers.

While we are encouraging the increased utilization of tolling and
public-private partnerships and other funding mechanisms, as a
user again with paying, obviously, the majority of fuel taxes by the
industry that is out there, it is sometimes difficult to recommend
that those be increased, but I think that there is no alternative
today but to.

That is the mechanism that exists. It is the fairest mechanism,
and I think that it is what we have to use because the needs are
just overwhelming. They have to be met at this point in time.

Lastly, certainly Commissioner Heminger properly noted the
safety concerns as I do too and concur in his views on that. We
have to address safety on our Nation’s highways. From our own
company as well as the companies that we serve on the highway,
we are all concerned about that. There are innovations and things
that can happen out there to make our highways safer both for the
movement of freight but for the movement of our families and our
friends.

Thank you very much for this opportunity.

Mr. SCHENENDORF. Commissioner Geddes.

Mr. GEDDES. Thank you, Jack.

Thank you, Chairman Oberstar, Committee Members and fellow
Commissioners.

My name is Rick Geddes, and I am an Associate Professor and
Director of Undergraduate Studies in the Department of Policy
Analysis and Management at Cornell University.

Thank you for the opportunity to serve on this distinguished
Commission. It has been a pleasure to serve with such a distin-
guished group of colleagues.

I have noticed recently in some coverage of the Commission’s re-
port that it is focused on some of the respectful disagreements
amongst the commissioners on some of the recommendations. I am
quite concerned that if that focus continues, the importance of a
number of the key recommendations on which this Commission is
unanimous will be lost, and I think that would be unfortunate. I,
therefore, want to emphasize just a few of the concepts of rec-
ommendations, some of which Jack covered in his opening state-
ment, which the Commission unanimously supports.

This Commission unanimously supports the need for substantial
increase in investment in the Nation’s surface transportation infra-
structure.
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This Commission unanimously recommends that Federal trans-
portation programs be simplified, consolidated and streamlined.

This Commission unanimously recommends that overall project
delivery times be drastically reduced.

This Commission unanimously recommends that Federal pro-
grams be refocused on a small number of key areas where there
is a compelling national interest.

This Commission unanimously recommends that a performance-
driven, outcome-based approach be adopted with regard to all in-
vestments in transportation infrastructure.

This Commission unanimously recommends the use of cost-ben-
efit analysis in the assessment of the efficacy of investment deci-
sions.

This Commission unanimously recognizes that tolling and pricing
are important components of any solutions to the formidable prob-
lems facing our Nation’s surface transportation infrastructure.

This Commission recognizes that private investment has an im-
portant role to play in the funding of our Nation’s surface transpor-
tation infrastructure.

This Commission recognizes that all modes have an important
contribution to make in solving our Nation’s surface transportation
infrastructure problems.

This list is only a short list of the recommendations on which
this Commission, after a long and arduous process, has found una-
nimity. I believe that all of these recommendations, if adopted, will
have important beneficial effects on our surface transportation sys-
tem, going forward, and I believe that this will be a lasting con-
tribution of this Commission.

I look forward to your questions. Thank you.

Mr. SCHENENDORF. Commissioner Skancke.

Mr. SKANCKE. Thank you, Jack.

Good morning, Mr. Chairman, Ranking Member Mica and Mem-
bers of the Committee.

My name is Tom Skancke, and I am a transportation consultant
in Las Vegas, Nevada. It has been an honor for me and a privilege
to serve on this Commission for the past 22 months with such dis-
tinguished and credible people. I cannot imagine 12 other individ-
uals that could have served our great Nation in this capacity.

I would also like to thank you, Mr. Chairman and Members of
this Committee, for the additional time for us to complete our
work. I don’t believe that this job could have been done in the 12
months that we were allowed originally.

As my colleagues know, I have spent most of my professional life
working in the private sector to bring to completion important
needed transportation projects across this Nation. I have done so
within the framework and rules and regulations and laws passed
by Congress, and I must say that the transportation crisis of the
Nation that we have never seen before, one that is likely not to
change unless Congress does something very quickly and very
swiftly.

I would like to thank the Ranking Member for bringing forward
this morning in his comments the project delivery process. That is
where I would like to focus my comments today because I believe
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and we have heard across the Country that the project delivery
process causes a lot of waste in both time and in money.

As we traveled across America in our field hearings, listening to
the American public and DOT directors across the Country, we
learned and it was proven to us that when you add one Federal
dollar to a transportation project, that adds a minimum of ten to
fourteen years to a project before it actually gets started for con-
struction. Now some will say that is about the NEPA process, and
I will tell you that the elaborate process surrounding NEPA is a
part of the problem but not the entire problem.

I realize that this process is an environmental hot button here
in Washington, D.C. and across the Country, and I will likely have
to start my car from a remote location if I continue this debate on
the delivery process. But when you add one Federal dollar to a
project, it adds fourteen years to the delivery time.

I am not going to discuss today what happens with you in the
New Starts Program because that is an entirely different subject,
but let me explain to you briefly.

For a $1 billion project today in 2008 dollars, by the time that
project is completed in 2022, the cost of that has cost the American
taxpaying public an additional 3 to 4 billion dollars. When you add
inflation, review time, product cost increases, public bidding proc-
esses and the like, ladies and gentlemen, we are spending money
we just don’t have and future money that can better be spent else-
where.

If I may, Mr. Chairman, if that $1 billion took only five years in-
stead of fourteen years, we could not only have the project earlier
to meet the community’s needs, but we would have more money to
authorize for more projects. We could maybe upgrade 200 addi-
tional $50 million interchanges. We could fix maybe 150 other
bridges.

We could add additional freight and passenger rail lines, improve
our transit system and we could add capacity equal to hundreds of
additional lane miles with new technology, lanes or up to date de-
sign to provide congestion relief and save money.

The leftover money, Mr. Chairman, we could maybe provide for
more bike lanes, pedestrian walkways and have cleaner, safer and
healthier environment.

The delivery and funding crisis is not coming. The delivery and
funding crisis has arrived.

The United States is a great Nation that has created the inter-
state highway system, brought the automobile to the masses,
adopted the locomotive and built a cross-continental rail system
thereby developing at the time the world’s preeminent transpor-
tation system. Other countries envy what we have which is why
they are now trying to emulate what we have done.

To that end, Mr. Chairman and Members of the Committee, I en-
courage you to work towards making our transportation system not
just the one to be envied by the world but one that is delivered in
a timely manner. By doing so, we can stay ahead of the competition
and save our American taxpayers more on their hard-earned money
for additional transportation projects, for their personal quality of
life.
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This report is more than just a report about an increase in the
gas tax, and I hope we don’t get lost in that fact.

This Commission has spent 22 months of hard work. Most of us
have traveled many, many miles on our own budgets. In fact, this
Commission ran out of money four months ago.

Thanks to many of us on this Commission. I would like to ac-
knowledge a couple of them. This report here today, the executive
summary was funded by Steve Heminger in San Francisco. Frank
Busalacchi and his team at the Wisconsin DOT funded the inter-
city passenger rail working group report.

Most of us traveled to and from Washington, D.C. for the past
four months on our own budgets, and we did so because we had
a job to do, and I believe that the job that we did is one worthy
of significant consideration.

I want to thank you all for your time and your years of dedica-
tion to our Nation and the people who live here.

It is an honor for me to be here today, and I thank you for your
time and attention. I will be happy to answer any questions, Mr.
Chairman, from the Committee. Thank you.

Mr. SCHENENDORF. Finally, to wrap things up, we have Commis-
sioner Weyrich.

Mr. WEYRICH. Thank you, Mr. Chairman.

I am Paul Weyrich, Chairman and CEO of the Free Congress
Foundation. I served on the Amtrak Board for six years. I was Vice
Chairman of the Amtrak Reform Council. I did transportation ap-
propriations work in the Senate. In point of fact, I have been in-
volved with transportation for many, many years.

Half of the Country does not have any mass transit and, of the
cities that have transit, many don’t operate a system worthy of get-
ting people out of their automobiles and into usually buses. People
do not like to ride buses which is why the Commission rec-
ommended an increasing dependence on electric rail throughout
the Country, particularly the cities that do not have it now.

In fact, at our retreat, we kicked around the notion almost of an
entitlement based on the size of the city with electric buses for
smaller communities and then light rail. Frankly, there aren’t
many communities that would have heavy rail. Most of them al-
ready have it.

But what we have to do is to fund a first class transit system
to the point where people have the incentive to get out of their
automobiles and into the transit system such as we have in St.
Louis where over half of the people riding that system could drive
but have chosen the transit system rather than driving.

So, ladies and gentlemen, it is imperative that we offer people a
choice. Nobody wants to put a gun to anybody’s head and tell them
they have to ride transit. Rather, we want to have the kind of sys-
tems in place as we have now in some of the newer cities that are
attracting large numbers of people, communities where everybody
said that light rail wouldn’t work and it is working very well, but
we want to have that in other communities to the point where peo-
ple will say I want to ride that. I will leave my car at home because
I have the right kind of choice.

I think transit, after the great society, became a program that
really was aimed at the transit-dependent and it became thought
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of as a program for the poor and the elderly and so on, but look
at Metra in Chicago. Most of the people riding that commuter rail
system are Republicans. Most of them are business people. Most of
them come into Chicago with their suits and briefcases. It is a
beautifully run system, and that is the kind of system that we are
talking about.

Thank you, Mr. Chairman. I know that you are deeply committed
to the cause of transit, and I look forward to working with you on
this project.

Mr. SCHENENDORF. Thank you. That is it from us.

Mr. OBERSTAR. I want to note for the record that this may well
be a record. We have had nearly a quorum of the Full Committee
who have sat here spellbound, I hope—at least I have been—for
more than an hour while we listened to others instead of talking
to each other or just talking.

Splendid presentation, thoughtful contributions from each and
exceptional dedication and showing of a wide variety of interest but
all imbued with a sense of mission and of history. As I said at the
outset, I think this will be, the Commission’s report will be a trans-
formational moment in the history of transportation and will be
looked upon as the beginning of the 21st Century transportation
initiative.

There is an old saying about how to make an omelette. First, you
have to break some eggs.

You have broken the eggs in that spirit, taking the mold of trans-
portation as we have known it and crafted it. Many of us have been
here for a long period of that last 50 years of transportation and
have contributed to shaping the mold that you have now proposed
to break. To reshape a national surface transportation strategic
plan, a national surface transportation commission based on the
BRAC and the postal rate commission.

A stern message to the Committee, to the Congress, to the Ad-
ministration: do not reauthorize in its current form. And a sugges-
tion of what to do, instead of an admonition, a suggestion, 10 sug-
gestions, specifics, more money into the system but subject to ben-
efit-cost analysis, performance-based outcomes and 9 points on how
to measure them, a project delivery process.

I hope the Commission members looked at what we did in
SAFETEA-LU on project delivery. Unfortunately, no State to my
knowledge has yet implemented that project delivery initiative that
then Chairman Young charged me with establishing and which we
included in the bill in the House and passed the Senate. But the
States, I know of no circumstance where a State has implemented
it, but that is a good starting point and you are right to signal this
out.

Then Commissioner Weyrich, on the transit issue, thank you for
tracing the history. That was a very, very incisive and insightful
reminder of the evolution of the transit idea. We need to shape a
new or renewed mission statement for transit, and I look forward
to working with you to develop that.

Mr. Skancke, this is a citizens commission, but it is probably the
first time the citizens have funded their own commission to do
work for the Federal Government. For that, we apologize on behalf
of our colleagues on the other side of the Hill who have failed.
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I just want to say that this House, on a bipartisan basis, has four
times passed the technical corrections bill to provide the authoriza-
tion for the funding for the commission. We will find a way, I hope,
to do it retroactively, and I know that Mr. Mica joins me in that
initiative because we participated in the last Congress and in this
Congress.

I noted that each of the commissioners in one way or another
said that the funding recommendations are not the centerpiece but
a part of an overall picture. In that respect, I find it very dis-
appointing that the Department of Transportation is, in effect, dis-
torting the Commission with their various statements, trying to
concentrate attention on proposals for an increase in the user fee
or the gas tax.

I remind those observers of the scene that in 1956 when the
Highway Trust Fund was enacted, it was with a three cent user
fee. A year passed, the Federal Highway Administration came back
to the Congress. My predecessor was one of the five co-authors of
the Interstate Highway Program, John Blatnik. His portrait is over
there in the corner.

They said we need an additional cent. It passed the House on a
voice vote. It is hard to get even the prayer passed on a voice vote
these days.

We need what you have all described and demonstrated, a set-
ting aside of partisanship in favor of policy. Policy-ship is what we
need.

Thank you for your report.

Now Mr. Mica.

Mr. MicA. First of all, I am pleased to see the Commission rec-
ommend a national strategic infrastructure plan. I tried to lobby
some of you individually to go that route. I have been on the Com-
mittee only 15 years—Mr. Oberstar, 32 years—but I quickly real-
ized in assuming our side of the aisle’s responsibility that we just
do not have a strategic national infrastructure plan.

People, we are competing against China, Inc. and E.U., Inc. It is
all about infrastructure trade and business, and we don’t have a
plan.

So, Mr. Schenendorf, I don’t know if you were responsible for
this, but the Commission, I guess, agreed unanimously we need
that.

I notice you put that in a commission. Then you also gave them
some teeth which I have some questions about, and that would be
to have the commission set the fluctuating rate for the tax. Is that
correct and what is the thinking there?

Mr. SCHENENDORF. I think initially the plan, the national stra-
tegic plan would be developed by State and local governments. It
is really a bottom-up planning process, and that would really be
done by the State and local governments with DOT.

Mr. MicA. Right.

Mr. SCHENENDORF. The commission would simply validate var-
ious parts of it.

Mr. MicA. But then the part I question is to date that responsi-
bility for setting the tax or the fee has been basically Congress, and
you are shifting that to the commission.
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Mr. SCHENENDORF. What we are basically saying is that once you
take this plan and you get the cost estimates, that the commission
would then basically validate the cost estimate and say if you are
going to be able to achieve these performance standards over this
period of time, here is what you need to authorize and here is what
that would translate into in user fee increases.

Mr. MicA. You are not advocating the commission assume the re-
sponsibility for enacting it.

Mr. SCHENENDORF. It would sent to the Congress for an up or
down vote like BRAC. Frankly, that proposal came out and is an
attempt to kind of depoliticize the issue and provide a mechanism
whereby Congress can come to a yes or no on making the invest-
ment that is needed for the infrastructure.

Mr. MicA. Okay. Well, first of all, you identified the need and did
a great job in that. The issue and Mr. DeFazio and Mr. Oberstar
and others have said it is all about raising the money. I mean we
can all identify the need, but we have to raise the revenue to ad-
dress the need.

Now I would liked that Commissioner Skancke, he identified one
element which is the process and how much that costs. How much
do you think we could achieve in increased production or in in-
creased project dollars by speeding up the process?

You gave sort of an example. Again, in the scheme of what we
need, what do you think we could do by increasing and reforming
the process?

Mr. SKANCKE. Congressman, Ranking Member Mica, we did not
do an analysis of what we thought we could save, and we are
happy to do so. But what we heard across the Country was the fact
that when you add a dollar, it slows the process down.

And so, we did not actually say how much we could save but if
you just take an example of just one project of a billion dollars, you
could save about three billion over that whole year.

Mr. MicA. One of the things that my Administration has not
been good in supporting is bonding and taking the revenue stream
that we have now and leveraging that out. That is one of the things
I think we can do other than just increasing taxes. Again, if we do
a number of these things, we save money. We put projects forward
by speeding up the process.

I asked the staff and Mr. DeFazio also said that we are getting
into a third world level of infrastructure, but the way we finance
it is third world.

I went with my wife to visit some of her relatives in Poland, and
the way they financed building their house was every month they
would buy a few more bricks. They do the foundation first, the
plumbing and would go year after year because there was no fi-
nancing, and that is what I think we are doing, third world financ-
ing.

Bonding, to me, $500 a month, if you add $1,000 a month to
build your house, it would probably take you all 30 years to build
it. On an $83,000 house, 6 percent that $500 could finance.

Do you see bonding also as one of the elements of getting us to
the dollars that we need, Mr. Schenendorf?

Mr. SCHENENDORF. Yes. Part of our recommendation, I mean we
view tolling which typically is bonding projects and public-private
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partnerships which often are as definitely an essential part of the
solution, and it is a piece of the solution. I don’t think we had any
witness come before us and say that that was the entire solution.

Everybody, I think, recognizes there needs to be more investment
and, in the interim period, it is the motor fuel tax that can really
provide that additional amount.

Mr. MicA. Well, again, I have my concerns about how that dimin-
ishes. As it diminishes, it keeps us sort of at a level. Even if we
increase 5 cents per year, in 5 years, say the authorization period,
we increase it 25 cents. We are basically flat, given the information
that the Secretary of Transportation of Florida gave me.

My final point, I have to compliment Paul Weyrich. As a fellow
conservative, he and I are of the same ilk. But his vision for years
and years in trying to educate folks, not only in the past but today,
on how cost-effective transit, mass transit and high speed rail sys-
tems and transit alternatives can be not only from a conservative
fiscal standpoint but now for energy and for the environment. So
I salute you and thank you for your contribution to the Commis-
sion.

I yield back.

Mr. OBERSTAR. I thank the gentleman.

Amidst all the hand-wringing about the future of the Highway
Trust Fund and alternative fuel vehicles, the latest report from
DOT shows a 700 million gallon increase in fuel consumption in
2007 over 2006. We are not falling behind. It is increasing.

I want to encourage Members to be brief, and I tried to set that
tone myself at the outset, so that we can get comments and obser-
vations from all Members.

Mr. DeFazio, the Chairman of the Subcommittee.

Mr. DEFAZ1O. Thank you, Mr. Chairman.

Just quick, a little bit off the topic here but Mr. Busalacchi, I be-
lieve, would be interested in addressing this question, perhaps oth-
ers.

We are having a bit of a discussion here about what would con-
stitute an effective stimulus package for the American economy,
and many of us on this Committee believe investment in infra-
structure would be. We are getting a little push-back from some of
those in our leadership who believe it couldn’t happen soon enough.
Could you comment on that, Mr. Busalacchi?

Mr. BusaraccHI. Certainly. Just to give you a little history, the
last couple of months, in the State of Wisconsin, I have had brief-
ings with our Department of Revenue and Department of Com-
merce about the economy. We have kind of looked at it. Our own
budget shop, we look at it and we see what is going on. Of course,
everybody is a little nervous, Congressmen.

I brought our people together, our staff together, our planners
and I said, look, if there was an injection into transportation, is
there a way that we could turn this around quickly? Because there
is a school of thought out there, Congressmen, that oh, it takes too
long to get these things and to get them up and running. That is
not true.

If that were to happen, we could turn it around very, very quick-
ly, and I believe that other State Departments of Transportation
could do likewise. These bills are jobs bills. It is not like you get
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nothing for what you are doing here. These create a lot of good, and
I feel very strongly that we could do that.

Mr. DEFAz10. But this construction season, you could let con-
tracts and put people to work?

Mr. BusALACCHI. Absolutely, absolutely.

Mr. DEFAz10. All right. Thank you. Thank you for that.

Commissioner Schenendorf, in your prepared testimony, I
thought you made an interesting comparison and that was between
the potential impact of your recommended increase in the gas tax
and the hot lane tolling, what the costs would be per day. Do you
want to elaborate on that a little bit because I thought that was
a very interesting observation and comparison?

Mr. SCHENENDORF. As you know, we have recommended a blend
of solutions, and I guess the point is that none of these solutions
come without pain. The gas tax solution which is part of the solu-
tion, if it were implemented at the levels we are talking about, that
would translate into, for the average motorist, 41 cents a day at
the 25 cent per gallon, up to 66 cents a day at the 40 cent per gal-
lon range.

Contrast that now to this project in Northern Virginia which is
a public-private partnership, which is being funded as a congestion
management project. They are estimating that the average fee per
trip is five to six dollars. So, every time a car gets on that 14 mile
segment, on average in rush hour, it would cost five to six dollars.

The rate that they are charging of 10 cents a mile at the low end
and a dollar a mile at the high end, if you get 20 miles to the gal-
lon, that would be an equivalent of either a $2 gas tax or a $20
gas tax for your trip on that road.

The only point just to make is that if you talk about tolling or
public-private partnerships, none of these things are cheap. We
think there is a role for public-private partnerships and premium
services like that, but it is only a piece of the solution. You can’t
implement that everywhere to solve the entire problem, and that
is why we have recommended a combination of solutions.

Mr. DEFAZzI0. Right. I would note, and I am going to ask for fur-
ther comment here because I am particularly concerned about some
of these arguments we are receiving about congestion pricing. I
think there are some very substantial equity issues.

There is an allegation that trucking companies could very easily
schedule to deal with congestion pricing. Anybody who would say
that has not been involved or is not familiar. It may come from
academia.

But the trucking industry would say like last week we had snow-
storms. People were delayed in the Siskiyou summit. Say we im-
pose congestion pricing in Portland as some have advocated, well,
gee, your schedule would get kind of messed up because of the
snowstorm and now, well, I guess you have an alternative. You
could drive up over the mountain, through the pass, up the east
side and then come back down and go around Portland to avoid
congestion pricing or you can continue on your trip.

That is just scheduling. That’s interruption. But even normal
scheduling is difficult for truck drivers in terms of weather. They
don’t determine when deliveries are ready and when they have to
depart. To say somehow the entire economy would rejigger itself
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and the trucking industry could avoid high costs and congestion or
we just pass those costs on in the products, I think is a little Polly-
anna-ish.

But I go beyond that to the issue of equity for average con-
sumers. I see in the chart, in 5-38 here, it looks like basically the
fuel tax seems to be inversely proportional in terms of equity ac-
cording to this chart to congestion pricing. That is it looks like eq-
uity by income group for the fuel task gets a pretty high rating and
equity by income group for congestion pricing gets an abysmal rat-
ing.

People don’t determine when they go to work. Now I don’t quite
understand the choice that people would have to make. The choice
is you don’t determine when you go to work.

Say you live on the east side of town and you work on the west
side. We impose congestion pricing. There is not a viable mass
transit alternative that will get you there within a reasonable time.
What is your choice? Sell your house? Move? Quit your job? Tell
your boss, hey, boss, I'm coming in two hours later, I have to avoid
that congestion pricing?

I don’t think it is going to work real well.

Mr. Geddes, can you tell us how you are going to deal with these
equity issues with congestion pricing?

Mr. GEDDES. Certainly, I would be happy to, Mr. Congressman.
I think that one of the beauties of our economy today is its flexi-
bility. I think we have one of the most flexible economies in the
world, and I think that the number of ways in which our economy
would adjust to a new system.

Mr. DEFAZzIO. No. I want to deal on the big. I want to deal with
how do we come to an equitable position here?

We are going to impose congestion pricing. Now people live
where they live; they work where they work. Suddenly, you are
confronted with congestion pricing. You can’t choose what time you
go to work. You go to work when congestion pricing is imposed.
What are your alternatives as a consumer?

If there isn’t a viable mass transit option, what are your alter-
natives here? Quit your job? Sell your house? Move? Say sorry,
kids, we are moving?

Mr. GEDDES. My brother owns a small business in Baltimore
and, because of congestion in that area, has moved to several
shifts. He has an early shift that starts at 7:00 and a later shift.

Mr. DEFAZIO. But the workers didn’t get to determine that, did
they?

Mr. GEDDES. No, they didn’t.

Mr. DEFAZzI0. He is an enlightened and somewhat flexible owner
or manager.

Mr. GEDDES. They get to determine which shift they would like
to work on. It is their preference.

Mr. DEFAZI1O. Right.

Mr. GEDDES. And I assume he could go to a third shift if he
wanted, if people didn’t want to travel during peak times.

Mr. DEFAZ10. But using congestion pricing, if I may, to manage
demand I would call rationing. Now we know rationing doesn’t
work real well because it distorts the market. As an economist, you
have to agree that we start rationing, you are going to create some
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distortions in the market because that is what you are talking
about here, rationing. I mean you get to the point.

Let me use a concrete example, the Indiana toll road. One of the
many prescriptions is they have to meet a certain congestion stand-
ard on that toll road. There is also a non-compete agreement, 10
miles either side.

Now the owner-investor, Macquarie, has to meet that congestion
standard. They could meet it by, as you point out, making invest-
ments that have very low rates of return in new capacity on that
r(f)‘fgd or they can meet it by jacking up the price and driving people
off.

Unfortunately, when you drive the people off the road to meet
the congestion standard, they flow into the corridor, 10 miles either
side, where they have a non-compete agreement with the State.

Then you have what I think economists call an external dis-econ-
om)(ri. That is we have now clogged up all the roads around that
road.

They are meeting the standard. They are getting their profit-
ability, but the State now and the people have a problem which
they can’t solve because we have a non-compete agreement. That
is one example of congestion pricing, and that is rationing, and it
distorts and causes inadvertent effects.

I just can’t see how this is some grand solution when people don’t
have viable alternatives that are comparable.

Mr. GEDDES. Would you like me to respond?

Mr. DEFAZIO. Sure.

Mr. GEDDES. I will be happy to do so.

So, in terms of your terminology at the beginning regarding ra-
tioning, keep in mind that price is the way that we ration almost
all goods in our society. That is the way we determine how many
tomatoes people buy and how many cars people buy, gasoline.

Mr. DEFAZIO. Sure, but we are talking here about public infra-
structure.

Mr. GEDDES. Right.

Mr. DEFAZIO. There is a difference when it is public infrastruc-
ture.

Mr. GEDDES. But it is inappropriate to apply, to say that this is
somehow different, that this is rationing and when people decide
to buy tomatoes or not to buy them because of the price, that that
is somehow rationing.

What we are doing is consistent with Economics 101 where you
gation the good by the price and by the people’s willingness to pay

or it.

Mr. DEFAzIO0. But we are talking about public infrastructure,
public good here. Basically, what you are saying is people who can
afford to use the system should be able to use it, and people who
can’t afford it shouldn’t be able to use it. You don’t think this is
going to cause some massive dislocation and inequity in this econ-
omy for workers and business?

Mr. GEDDES. Keep in mind. Keep in mind that with a large num-
ber of other goods that we consider to be public utilities or network
industries, electricity for example, natural gas.

Mr. DEFAz10. I am glad you brought up electricity, and you must
be an advocate of deregulation. I am one of very few people who
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opposed the energy deregulation here in Congress back when we
authorized it in wholesale, back in the early nineties, and I have
been opposed to the California deregulation and predicted it would
be disastrous.

Of course, now the studies are out. Every State that has deregu-
lation, people have seen the gap grow by four cents a kilowatt hour
from two cents a kilowatt hour.

We had regulated rates of return and a public infrastructure.
Now we have it deregulated. People pay a massive amount more.
They still get electricity. The people in the regulated markets still
get electricity.

You think this is a net benefit? I mean the only people I know
of who thought this was great were like Ken Lay and the people
in Enron, and the problem was they got caught.

Mr. OBERSTAR. The gentleman’s time is expiring although his en-
thusiasm is not.

[Laughter.]

Mr. DEFAz10. Thank you, Mr. Chairman. Mr. Chairman, perhaps
Mr. Geddes and I can continue this at another venue.

Mr. OBERSTAR. I think that would be appropriate.

Mr. DEFAZIO. The point I am trying to make here is there may
be limited applicability for this function, congestion pricing. But to
say congestion pricing, tolling and freezing the Federal investment
and relying on the private sector is going to solve this problem, I
think is absurd.

Thank you, Mr. Chairman.

Mr. OBERSTAR. We will explore those matters in further hearings
over which the gentleman will preside.

Mr. Petri.

Mr. PETRI. I would observe on that last point or discussion that
queuing or congestion is another form of rationing, and the ques-
tion is how you want to do it. We have a lot of social services where
we don’t provide more resources, so we end up rationing through
delay. That is one of the complaints in the health care area, that
people worry about some changes that might be made.

But, in any event, if we don’t come up with the resources, we
don’t increase the capacity. If you have more time than money you
prefer, I suppose, using time, but overall it is probably more effi-
cient for society to figure out how to maximize the utilization of the
existing infrastructure to increase production and people getting to
work and all the rest.

But, in any event, I would like to ask a question that reflects the
concerns that Mr. Rose and Mr. Skancke both expressed too. You
suggested a major transformation of the system, and you have
talked about the huge need that we have and the consequences to
our Country if we don’t maintain and improve our infrastructure
that underpins our economy and our standard of living.

But there is a lot of resistance in the Country and in the political
process because of perceived pork-barrelling, but it really is
thought we are not getting value for money spent, that there is a
lot of cost that is unnecessary both in procedures and in various
requirements and delays. As a result, it costs two or three times
as much to do something through the system that we have at the
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Federal level than to figure out some other way to do it because
we can’t reform it.

How important is it to reform the system?

You talked about a big increase in investment. I think people are
willing to pay for what they get, but how are we going to assure
them that they are going to get value for this increased invest-
ment? How important is reforming the system, in other words?

Do the two go hand in hand or, at the end of the day, if we have
a stalemate out here, should we just figure out some way to in-
crease taxes and hope it works?

I don’t know who would like to respond.

Mr. SCHENENDORF. I think a number of us may want to respond
to this. Let me just take a quick first crack at it.

I think that is what we thought was one of the number one
things. First of all, you need both. We are recommending that you
have to have both together. You have to have reform, and you have
to have increased investment.

I think we came to the conclusion that in order to get the in-
creased investment, you really have to restore a sense of purpose
and mission to the program.

In the days of the interstate program, people knew what you
were trying to accomplish. They were willing to pay to get that.

Today, it is very hard to discern what the program is really try-
ing to do. Consequently, you have the donor-donee fight. You have
the Members trying to get earmarks because that is the way they
can show back in their districts.

We are giving you a program here where we are recommending
a performance-based program that we think people will buy into
this and say these are the things we need to do and here is what
it is going to cost. Then that will help you to be able to politically
raise the revenues to do it.

We think, without that reform, you really won’t be successful in
trying to raise the revenues. I don’t see the American people sup-
porting big increases in user fees to just say it is the same thing
and they really don’t know what the money is being used for.

But I do think this is a point that a number of commissioners
felt very strongly about, and I would like to give anybody that
wants to a chance to talk about it. Steve?

Mr. HEMINGER. Thank you, Jack.

I will give you, Congressman, one example from California where
you may be aware that most of the counties in our State, where
the population lives have raised sales taxes on themselves. Our
current voting standard is by two thirds vote, public vote. They
have done so not with a blank check. They have done so only be-
cause they are presented with a program of investment, itemized
projects that will deliver improved performance.

I think when you make that kind of contract with people, I think
they are willing to invest. They are willing to put their money
where their mouth is. We have some of the worst traffic congestion
in America, and people are willing to pay for solutions to it.

I think that kind of strategy can work nationally if we can de-
velop, as Jack said, a national strategic vision for how we want to
improve performance, reducing congestion, savings lives, speeding
goods movement. If we can offer those promises, and it is risky to
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promise and we need to be accountable for the promises if we make
them, but if we can, I think we have a different discussion with the
public about whether additional revenue is desirable.

Mr. SCHENENDORF. Anybody else?

Mr. ROSE. I don’t really have a lot to add. I think it is all around
transparency and governance of how this would work.

We studied a number of the privatization, public-private partner-
ships around the Country. When somebody comes in and monetizes
a piece of infrastructure and then those funds don’t go back into
the infrastructure, I think it is a real problem, and it has to be
around transportation. Even though our society and where we have
this infrastructure has other issues, it has to go back into transpor-
tation.

I know, certainly from any time I am dealing with customers,
when we are talking about user fees, container fees, anything like
that, their biggest concern—and unfortunately it is well founded—
is that the money will be siphoned off into other projects, not just
about transportation. When we lose that credibility—we jointly—
we lose, quite frankly, the trust of our shippers and their answer
is no, just say no to everything.

Mr. OBERSTAR. I thank the members. I know other commis-
sioners. We are running up against votes on the House floor.

I want to depart from the order to recognize the former Chair-
man of the Committee, Don Young, under whose Chairmanship the
current law, SAFETEA-LU, was shaped and out of which emerged
this Commission. He was detained earlier today with other commit-
ments, and I want to recognize the gentleman at this point.

Mr. YouNG. Thank you, Mr. Chairman, and again I want to con-
gratulate you on having this hearing, and I want to congratulate
the panel.

When the Chairman and I decided to set up this Commission in
SAFETEA-LU, we were hoping that suggestions would come out to
solve the problem about congestion and where we are going in the
future.

I am one that had supported and will continue to support the
raising of monies for our infrastructure because the importance to
compete globally is on transportation, and we have not kept up. It
is that simple.

I am little frustrated when people come out with the idea there
is a magic wand. You may as well have this pencil doing it. Some-
one is going to pay and how we pay for it has to be decided, and
that is going to be up to the Chairman and the Members of this
Committee and how we raise those dollars and what we have to do.

I am pleased with the report. I am a little disturbed about some
people who don’t agree that the money should be raised. We all
deal with public-private endeavors. That can play part of it. Tolls
can play part of it. But, overall, we are going to have to have the
public participate in upgrading this infrastructure that is 50 years
old.

My only one question in your debate and discussion and, by the
way, welcome, Jack. Glad to see you back down there. Mr.
Skancke, good to see you here and Mr. Rose. We have all these nice
people on this panel. I will tell you that right now.
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The gentleman from California mentioned the county putting
taxes in this proposal. Is this an interstate transportation proposal
or does it include intra? I mean this is what I am interested in.

Mr. HEMINGER. Congressman, what we tried to do in our report
is identify areas for investment of genuine national interest, and so
I would think that would predominantly be interstate travel, al-
though in metropolitan areas quite a bit of it may be intrastate.

We recognize that there are a lot of needs out there. They are
all important. It is just they are all not the responsibility of the
Federal Government. What we tried to do in our report is identify
those areas like freight, metropolitan mobility and safety that real-
ly rose to the level of genuine national interest, so that we could
refocus the Federal program in those areas.

Mr. YOUNG. The reason I ask that is because you recognize when
Eisenhower passed the first highway bill, one of my arguments was
it went east and west or west and east and we needed to develop
north and south, and that is crucial.

I do expect the communities being involved. If they know they
are going to get their tax dollar spent right there, I think they are
more inclined to support it on an intrasystem if we are going to be
writing this bill with the idea of a national transportation system
which includes rail, includes highways, includes new bridges, et
cetera, so we can compete globally.

I know it has been mentioned before, but China is building more
highways now than we have total in the United States because
they want to be able to compete and they want to connect one an-
other, their provinces with one another, which made our Nation
great.

We just got behind, and people say, well, we can’t afford it now.
Boy, oh, boy. I have an old saying: You shouldn’t plant the tree
today. You should have planted it 20 years ago. You shouldn’t wait
any longer, and we shouldn’t wait any longer on this transpor-
tation.

Again, Mr. Chairman, I appreciate your indulgence and appre-
ciate your leadership in this issue. I just hope we can come up with
a solution to it.

Mr. Schenendorf?

Mr. SCHENENDORF. I would just add that the national freight
program that we are recommending and the national rural access
program that we are recommending would both provide for upgrad-
ing the kinds of corridors that you are talking about.

Mr. YoUNG. I thank you.

Thank you, Mr. Chairman.

Mr. OBERSTAR. I assure the gentleman we are going to start
planting trees today.

Mr. Rahall.

Mr. RAHALL. Thank you, Mr. Chairman, and I do want to salute
you for calling this hearing and so quickly upon the release of this
study Commission’s report.

I have been following the morning’s hearing very closely and
heard each of the testimonies and the opening statements of my
colleagues. I heard you refer to scrambled eggs, Mr. Chairman, and
I thought you were serving an omelet lunch, so I can down here
immediately.
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[Laughter.]

Mr. RAHALL. I might also add that, Jack, I heard you and other
members answer numerous questions during the press conference
upon your release over C-SPAN Radio as my wife and I drove up
here Tuesday afternoon along our beautiful interstate system. She
slept rather soundly, but I enjoyed listening to every comment and
question.

[Laughter.]

Mr. RAHALL. I know you answered numerous questions from the
media during that press conference on Tuesday during the release
of this report.

I salute each of you for the work that you have done, the time
you have taken from work schedules and your personal lives to con-
tribute to a transportation study as you have given this Nation. It
is a very important work. It is going to be around with us for some
time to come.

To those who might say that Congress perhaps should abdicate
its responsibilities and turn these tough decisions that are needed
in the future over to an outside commission to make those rec-
ommendations much like many recommend in regard to Social Se-
curity, I would say, bad idea. Congress is not going to abdicate our
responsibilities and certainly not under the very capable leadership
of the Chairman of this Committee, Jim Oberstar.

You have recognized the reality of our surface transportation
needs. In your mission to develop a fair and just system, you have
shown a firm commitment both to the reality that more investment
is needed and the consequences if that investment is not used more
effectively.

I do want to commend you for recognizing that our transpor-
tation needs cannot be solved by public or private sectors alone but
that a strong public-private partnership is needed.

This is what we have experimented with in West Virginia. We
have had coal companies that have mined the coal, thus generating
much needed revenue to our State and local units of government
and leaving in place the roadbed for future Federal and State
transportation infrastructure investment, hopefully at less cost
than might otherwise be needed. It is this type of partnership that
we need to certainly develop more of in the future, and I commend
you for recognizing that.

I do have a concern, though, and this leads to my question, that
perhaps the Commission has not paid enough attention to the very
rural needs of our Country. As you know, most of this Nation is
rural and rural America has needs that must be considered. As I
am sure each of you are aware, it can cost us up to $24 million per
mile in a rural part of our Country such as southern West Virginia
to build a road versus a mile in a flat state.

So I would ask you this question. You did focus most of your re-
port on congestion and other issues in the more urban areas, but
what about rural roads? What is your thinking about an equitable
financing plan to address these parts of the Country where it is
much more costly to build roads than flat States?

Mr. SCHENENDORF. Thank you for raising that point, and we
really did take rural America into account in this report. Maybe we
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didr(li’tdtalk about it as much as we should have in the report, but
we did.

The program that would bring our Nation’s infrastructure into a
state of good repair, that would apply to all rural roads as well. So
we would be bringing that program itself. We would make a major
investment in rural America just to bring the existing system into
a state of good repair.

Our national freight program, a lot of the improvements that are
going to be needed for freight and the corridors that will be up-
graded will be in rural areas.

Then we have a special program that is targeted to rural Amer-
ica and smaller cities, all of the cities outside of a million which
has its own program. The rest of America would be picked up in
another program for rural access and mobility in rural areas and
smaller communities.

Then, on top of that, also our safety program, a lot of the safety
issues are in rural America and a lot of the improvements that
would be made in that program would be on routes that are in
rural America.

So I think that when you look at the overall recommendations
that we have, there will be plenty of targeted investment in rural
America to make sure we preserve a national network and that we
provide access to all of America, including our small communities.

Mr. RAHALL. Thank you. Thank you, Jack.

Mr. Chairman, that concludes my questions. I appreciate it.

Mr. OBERSTAR. I thank the gentleman especially for raising that
point. I note that point four in the ten new Federal programs rec-
ommendation deals with connections to smaller cities and towns,
and I think that is an appropriate recommendation.

The gentleman from Ohio was very generous and forbearing, al-
lowing former Chairman Young to proceed ahead of him. Thank
you. The gentleman is recognized.

Mr. LATOURETTE. It is my pleasure and thank you very much,
Mr. Chairman. I think actually the former Chairman bumped Mr.
Nadler, but I am happy for your gratitude.

Mr. Schenendorf, welcome back. There are days when I wish you
were back with the Committee. As proud as we were of SAFETEA-
LU, I kind of felt the Administration rolled us a little bit on that
bill, and we could have used some of your brass knuckle approach
that you employed in TEA-21 in negotiating with the other body
and with the Administration.

Mr. Rose, always good to see you.

Mr. Weyrich, you and I have never met, but actually it was a
seminar that I attended in 1993 at the Free Congress Foundation
that propelled me to become a candidate for Congress. Although I
never became the conservative Mr. Mica wanted me to be, I appre-
ciated the instruction that I received.

Mr. Schenendorf, you mentioned the magic words and, Mr.
McArdle, I am glad you mentioned Mr. Nadler because when we
do these bills, the donor-donee State issue raises its ugly head. I
will say on the record that New York City and New York State has
no fiercer champion than Jerrold Nadler when it comes to defend-
ing the right of New York to get all the money from Ohio and any
other State he can get it from.
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[Laughter.]

Mr. LATOURETTE. But I would say, when you are talking about
whether it is breaking the mold and making omelets or whatever
the case may be, I think you have hit the nail on the head in your
comment that when Dwight Eisenhower and others envisioned the
national highway system, people knew what they were getting.

People in my State ask questions sometimes, particularly in light
of one of the items that has received a lot of the attention in your
report is the other rather suggested increase in the fuel tax. People
in my State do ask questions, and they say if you are going to ask
us to pay up to 40 cents a gallon more, are we going to be building
roads in Ohio or are we going to build roads for Mr. Nadler, even
though he makes eloquent argument that he subsidizes farmers in
Ohio and so forth and so on?

I guess the question I have of you: Did you all talk about the
donor-donee State difficulty in crafting these recommendations and
could you share with us, any of the commissioners, sort of the
thoughts that you were having?

Mr. SCHENENDORF. We did talk about it. We talked about it ex-
tensively. I think the conclusion that we came to was that because
of the under-investment that is going on in the Country and be-
cause of the lack of clear mission, that basically the needs are so
great that every State says in the absence of a Federal vision, a
common goal, we ought to get back as much as we can.

So you have all the States trying to get back as much as you can,
and it affects Members of Congress. You have people coming to you
and saying all these good projects that need to be done, and so you
use the bills to try to deal with that.

What we are proposing here with these performance-based stand-
ards are programs that people would see as being in the national
interest, and they would be able to put that above the just grab-
bing the money to get it back. Consequently, these programs them-
selves, if people will buy into them and the vision that is in there,
will restore to the program a sense of purpose and mission similar
to what it had in the interstate system, where people were willing
to put the common good.

Every State is going to benefit significantly from this program.
Every district would benefit significantly, and it would benefit in
a way that there would be clear goals that people would under-
stand and government would be accountable.

We think if these kinds of reforms can be made, the people will
be willing to pay for it because they will have a sense of what they
are getting and they will feel a part of the process. All of these
projects that would be funded would be coming from the bottom up
through this planning process that would result in a strategic plan.
So, all of America would have an interest in ensuring that this pro-
gram was adequately funded.

Mr. LATOURETTE. I think that is a laudable goal. I do think, just
to respectfully disagree, I think the pressure is on those of us that
come from donor States and is going to continue to remain pretty
significant.

I thought that Chairman Young and then Ranking Member, now
Chairman Oberstar had a great notion in SAFETEA-LU that the
way we solve the problem isn’t to punish Mr. Nadler and take
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money away from him. It would be to grow the pot, so that other
States reach a certain level.

If that is the goal and that is where we intend to go, I think it
can work. But just saying we are going to continue as we are, I do
think donor States legitimately have question.

The last question with my last 53 seconds, because of there reli-
ance on an increased fuel tax, the report also recommends an en-
ergy security tax credit that would have as its goal to reduce our
use of petroleum-based fuels. The question I have is I heard the
Chairman’s observation about we are selling more gasoline or using
more gasoline.

Those two things together, while it is laudable to reduce our use
of fossil fuels, if the main revenue stream is going to be as a result
of the increased excise tax on fossil fuels, don’t those two?

We had a little dust-up last year on the children’s health care
bill. I happened to be one the Republicans that supported it, but
I found it a little anomalous that we were going to fund it with a
cigarette tax and we had to create 11 million new smokers in order
to get the revenue stream necessary to fund the bill. Aren’t you
doing the same thing with the gasoline tax?

Mr. SCHENENDORF. Well, I think the gasoline tax in the interim.
We are proposing to shift over to a Vehicle Miles Traveled fee as
soon as we can. I mean we have provisions in there to try to hasten
that transfer, but in the interim period, I think we see the fuel tax
as the way to raise the funding and raise the significant amounts
that will be necessary.

The replacement, part of the stream would go toward basically
hastening replacement fuels and bringing them online. Of course,
they could ultimately have a user fee also. I mean as we go forward
and we see what these replacement fuels are, it may be that that
is a possible source of revenue as well.

So this is all going to have to play out over time, but we think
we are trying to push the program in the right direction while
making use, from a revenue perspective, what we have in front of
us today.

Mr. LATOURETTE. Thank you.

Thank you, Mr. Chairman.

Mr. OBERSTAR. I thank the gentleman.

Mr. Nadler, by the way, we have 6 and a half minutes remaining
on this vote and 365 have not voted yet. You have plenty of time.

Mr. NADLER. Thank you, Mr. Chairman.

Let me just briefly comment on the donor-donee thing and then
get to the question I wanted to ask.

The donor-donee thing is obviously if people realized that there
are artificial limits on how much. For instance, New York has 33
percent of the person miles on mass transit, and yet there is an ar-
tificial limit of 15 percent in the law in how much mass transit aid
any State could get. If you abolish that, you might start getting a
little more fair.

Plus, the fact that if you don’t look only at transportation ac-
counts, New York State has a balance of payments deficit with the
Federal Government between 14 and 18 billion dollars a year. The
one account where we have a balance of payments surplus is sud-
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genly the one that is unfair, but we will save that for a different
ay.

I gathered from looking, from reading the report that the basic
idea of the report—I don’t want to ask a question on this though—
is to give the money functionally and to abolish the block grant al-
location formulas, and that is not a bad idea.

But my question goes to freight rail. The report observes that
there is a shortfall in capital funding for freight rail, that the rail-
roads can’t raise the money themselves sufficiently, that assuming
the revenues increase with tonnage and railroads maintain their
current level of effort for capital expansion, there will be a big
shortfall.

Options for funding, all a part of the shortfall, include invest-
ment tax credits, PPPs, customs duties and container fees depend-
ing on specific characteristics, but this does not seem to envision
any action to supply enough funding to increase market share for
rail as opposed to less energy efficient forms of transportation
which, given the congestion on our highways and given global
warming and everything else we are talking about, it seems we
should be going to.

So my first question: Is it envisioned that the general proceeds
of the gasoline and other taxes that we are talking about could be
used for freight rail on a functional analysis or would this be
walled off? If so, how do we get sufficient funds to look at increas-
ing market share for freight rail as the environmental and effi-
ciency considerations would seem to indicate that we should do?

First, I think Mr. Rose, then Frank McArdle.

Mr. RoOsE. Congressman, that is a question we talked about a lot,
and this freight rail study we did is really the first time that the
Country has ever taken a look at the national freight railroad net-
work. I run one of the railroads. We know exactly what our capac-
ity is, what our bottlenecks, but we never brought these major rail-
roads together to look at how the whole Country flows freight.

Clearly, what we struggled with was how to get modal shift, how
do we get market share shift to increase more freight rail in con-
junction, not against the trucking industry, quite frankly, as a
partner with them. We did not resolve that in the study itself, and
so these numbers that we are talking about in terms of the size of
the investment of $147 billion is really just to stay up with some
sort of gross ton mile growth around 2 to 2.5 percent which is what
we get into is the compounding of that result requires that kind of
capacity.

So we did not. We were not able to address what would it take,
what would it cost to increase another 1 percent or 2 percent or 3
percent of market share shift.

Mr. NADLER. Is it envisioned in the report that this Commission,
NASTRAC or whatever it is, under the functionality concept could
use general revenues from the system for freight rail if it judges
it advisable in a given thing?

Mr. ROSE. Yes.

Mr. NADLER. Thank you.

Mr. McArdle?

Mr. MCARDLE. Yes, I think it is critical to understand that these
programs, particularly the freight program and the metropolitan
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mobility, truly intersect in the metropolitan areas where we need
critical investments to expand capacity in freight rail. We need to
add a port the equivalent of Seattle and Tacoma every year to our
port capacity, but we need to add those connections as well, and
those are most critically to be rail.

Again, a discussion you and I have had over many years, as you
know Congressman, and you actually made provision if you recall
when you did residential development on the West Side, that we
in fact have facilities examine in hopes of preserving and expand-
ing rail’s market share into Manhattan. It is critical that we do
this and that we have bottom-up planning in the metropolitan
areas that accommodates freight and makes the kind of capital in-
vestments that make freight work where the most difficult conges-
tion problems are confronted today.

Mr. NADLER. Thank you.

Mr. OBERSTAR. We will recess the Committee hearing. We have
six, possibly seven, votes on the House floor, and that could take
the better part of an hour which would give the Commission mem-
bers time to refresh themselves in our sumptuous environment in
the Rayburn cafeteria, following which we will resume the hearing.
We will send runners to notify you when that will be.

The Committee stands in recess.

[Recess.]

Mr. OBERSTAR. The Committee will resume its sitting after the
recess and the extended votes with apologies to our witnesses for
their long interruption.

Next on the list is our colleague from the State of Washington,
Mr. Baird.

Mr. SCHENENDORF. Mr. Chairman, just before we start with the
questioning, I just needed to say that we had a couple of commis-
sioners, because of travel arrangements, that had to leave and we
have somebody who may have to leave during the questioning. I
just wanted to let you know, all because of prior travel arrange-
ments.

Mr. OBERSTAR. Thank you very much. I assumed that there
would be difficulties for some of the commissioners given the ex-
tended voting that just occurred. In fact, we are having a fallout
of Members who had travel plans and, newly liberated by the last
vote of the day, chose to report home to constituents.

Mr. Baird.

Mr. BAIRD. Thank you, Mr. Chairman.

I thank our witnesses for your excellent testimony earlier today
and for sticking around. We hope the remaining time will be worth
your while. It certainly will be worth ours.

I was just earlier this morning over in the Budget Committee
where the big focus, of course, is on an economic stimulus package.
The alliterative vernacular there, I think, is targeted, timely and
temporary.

I would prefer that it be practical, permanent and paid for. It
strikes me that infrastructure investment is, as was discussed ear-
lier, one way to do that. As opposed to a temporary influx of a tax
cut or some other thing which will, I think, be rather evanescent,
I would rather have us do something that creates jobs immediately
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and creates an infrastructure resource that will maintain the econ-
omy for some time to come.

So, when you get a chance, substitute those three Ps of practical,
permanent and paid for, for the three Ts that are so popular right
now.

Mr. Skancke, this is meant, as I mentioned to you personally a
moment ago, as a friendly question really. I have long had a con-
cern, as have many of us on this Committee and elsewhere, about
the delays and expense that go with some of our regulatory proc-
esses, however well intentioned they are.

You cited a figure for if there is a single dollar spent, you can
add 10 years to the project. In just a minute, could you tell me the
source of that and how this derives?

I have a couple other questions, hence the one minute restraint.

Mr. SKANCKE. Sure, Mr. Chairman, if I may. Congressman, we
got that in testimony from the Nevada Department of Transpor-
tation as well as from CalTrans and just about every DOT across
the Country. For example, in the State of Utah, they don’t put any
Federal dollars into their major projects program because it slows
the process down 10 years.

Mr. BAIRD. Has there been a breakdown, an analysis specifically
of where the delays derive and where the expenses derive?

We have a major cross-river project, and I was how looking at
how some of the initial money was spent. A fair bit of money any-
way had been spent to translate this EIS into multiple languages
without necessarily any realistic understanding of whether or not
it was people who spoke those languages were desperately inter-
ested in the EIS for the project.

Are there other things that we can look at that says this is su-
perfluous, it doesn’t necessary help the environment or help the
process but costs us money and costs us time? Has someone done
that analysis?

Mr. SKANCKE. We have, Congressman. It is on pages 12 and 13
of our report in Volume 1 that outlines the process by which a lot
of these agencies could review these at the same time. In fact, is
it necessary to have a preliminary and a final EIS statement done
when, in fact, most DOTs know within the first 90 days of the envi-
ronmental process pretty much what is going to come up in that
process? So do you need to do a preliminary and a final?

Agencies need to coordinate better. Give them the authority. Give
the department the authority to coordinate with the Army Corps
of Engineers and EPA and all the other agencies that are reviewing
a document. It should not take two to three years for those agen-
cies to review those documents.

Mr. BAIRD. One of our issues has been to try to promote parallel
processing of permits versus serial processing because what we find
in our region is that sometimes, at the end of the day, the third
agency who is supposed to give you the permit tells you to do some-
thing different than the first agency and you are back literally al-
most to or maybe worse than square one.

One of the discussions earlier had to do with if we do gas tax or
congestion pricing, that may affect residential choices. I respect the
concern about that, but it seems to me that a portion of our conges-
tion mitigation, however we do it, ought to actually address this de-
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cision of you may think you are buying a house for “cheaper,” 40
miles from where you work, but what is your time worth, what is
the commute worth, et cetera?

Someone once told me that one of the best ways we could reduce
commute times was put more money into inner city schools because
when you ask people why they live in the burbs, it is so they can
get their kids a quality school. It would be much more of a win-
win to invest in inner city schools, so every kid could get a good
education, and we wouldn’t have to drive to work so our kids could
get educated somewhere else as some people say.

Any thoughts or anything in this document—I haven’t had the
chance to peruse it yet—that talks about this kind of decision proc-
ess or alternative mechanisms?

Mr. SCHENENDORF. I think that our metropolitan planning, our
metropolitan program that we have, the performance standard,
would address it, and Steven Heminger is our expert on that.

Mr. BAIRD. Steve?

Mr. HEMINGER. Congressman, I think the idea we had with the
metropolitan mobility program and vesting that accountability and
responsibility in officials in those areas is that they are in large
part the same officials who are making local land use decisions,
and I think putting the responsibility on them, frankly, will marry
those two subjects together a lot better than they are today.

Too often, we have local land use decisions trying to match up
with State or multi-State transportation decisions, and the match
doesn’t occur, and so our idea with that program is to try to place
that accountability and responsibility where it belongs.

Mr. BAIRD. As policy-makers, what it often leaves us doing is
somebody decided we would build X new development, X miles
away from the center of the city, and then they come to us and ask
for the earmarks to build the transportation 10 years too late. You
are always sort of chasing your tail, and it doesn’t work very effi-
ciently.

Mr. HEMINGER. And Jack did talk earlier about the fact that we
do need to go a long way to restore public confidence in the pro-
gram. I think one of the things that really frustrates the public is
they don’t know who is it on traffic congestion, and it is so easy
to point the finger at somebody else. It is the business that locates
here. It is the local land use decision. It is the Federal Government
because they won’t provide the funding.

We are trying to instill in all of our recommendations with this
performance approach a level of accountability, so the public, once
we make a promise to them, they can track our progress in trying
to fulfill that promise.

Mr. BAIRD. Mr. Chairman, could I be indulged for one last ques-
tion?

One last question, actually a comment, Mr. Weyrich, I very much
appreciated your observation of the merits of investment in mass
transit.

I serve on the Budget Committee, as I mentioned, and one of the
things we hear a lot in that Committee is the need to do dynamic
scoring of tax cuts. I think we also ought to do dynamic scoring of
infrastructure investment.
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Here is a case I think you illustrated well where investment—
and someone else on the Committee also was talking about, this
gentleman—that investment in infrastructure spurred vast in-
crease in value and economic development. I would just open that
briefly for comment.

Mr. WEYRICH. The street car line in Portland, only 4.5 miles, has
spurred $3.5 billion in economic development.

But you talk about a stimulus package. For example, Salt Lake
City is ready to go on two more light rail lines. They have done the
preliminary engineering, and you could give the money tomorrow
and they would hire people and start construction.

Mr. BAIRD. That would be practical, permanent and paid for.

Mr. WEYRICH. I dare say that this is true of other systems be-
cause many of them have another branch that they want to build.
I mean the minute Charlotte opened their system, right away there
was talk about, well, we want one here and we want one there. So
I strongly urge you to examine that.

Mr. BAIRD. I appreciate the comment.

Mr. McArdle?

Mr. MCARDLE. If I might.

Mr. OBERSTAR. Just one moment on that before you proceed and
I will certainly recognize you but following up on Mr. Baird’s ques-
tion to Mr. Weyrich. The Federal Transit Administration has estab-
lished a cost effectiveness index for rating transit projects. How do
you calculate into the cost effectiveness index the investment con-
sequence of a decision to build that commuter or light rail project?

You cited the billions of dollars investment in Washington, D.C..
Over $30 billion of investment has taken place along the metro
stops created for Metro.

In Dallas, Texas, on the Dallas Area Rapid Transit West, the 20
mile line generated $1.2 billion in private sector investment. Before
they put a shovel in the ground on DART East, on that 20 mile
segment, $120 million of private sector investment was announced
a couple years ago when I was there at that moment.

All those are investments in the community. They generate eco-
nomic activity. Why can’t they be calculated into the cost effective-
ness index?

Mr. WEYRICH. Well, they ought to be and they are not. The De-
partment does not recognize any of the potential of any of these
lines. Even a mere street car line can generate all kinds of eco-
nomic activity, but they won’t allow us to calculate that in as to
the advisability of building it or not.

Mr. OBERSTAR. I would suspect that Mr. Rose, in deciding wheth-
er to add a second line or a third line on freight movement, would
look at the benefits to be derived from that investment.

Mr. RoSE. We have. I mean that is exactly how we do projects,
but again it is a little easier for us because we are able to control
our own destiny around those investments.

Mr. OBERSTAR. Thank you. I appreciate the opportunity to inter-
rupt. Please proceed, Mr. McArdle.

Mr. McCARDLE. Congressman, I think you can look as well to
what has happened on the New Jersey Gold Coast to see the ad-
vantage of light rail investment. I think New Jersey Transit itself
has been extraordinarily surprised by the amount of net invest-
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ment that has occurred there along the coast opposite Manhattan
where people have, in fact, used the light rail to site not only of-
fices but in fact residential developments and the like, all of which
contribute net to the community.

But I did want to make one point. You have picked up on the
question of investment now, and I would urge you to go back and
look at the accelerated public works programs which I am sure the
Chairman remembers and others do.

Mr. OBERSTAR. Oh, yes.

Mr. MCARDLE. I was on the New York City side of that equation
and was pushing and managing those programs for the City of New
York in the middle seventies. We learned a lot about how to make
those things work quickly, and it took a lot of effort, as it always
does, to make those programs work.

So, as you are going forward to consider that as an economic
stimulus, I would urge perhaps to invite back those of us with less
and less hair to tell you of what worked for us because we really
did have to reinvest in the city to get programs out quickly to make
things work, and they were a lot of small projects, nothing big, lots
of small projects. It was very successful. Lots of infrastructure is
really where it paid off.

Mr. BAIRD. It is an outstanding example. Insofar as public tax
expenditures are fungible relative to direct investment, it is all
money we don’t have, but we are spending.

I would hope our leadership and the bipartisans and the Admin-
istration would say if we are going to put $100 billion into a stim-
ulus, I would rather see us give a guy a job and a way to work than
just a temporary tax cut. That would be my bias.

Thank you, Mr. Chairman, for your indulgence and thanks to the
witnesses.

Mr. OBERSTAR. Mr. Petri.

Mr. PETRI. I appreciate the tremendous effort you have all put
in. You know it is appreciated when you have the turnout the
Chairman spoke of earlier and a standing room only audience at
this hearing and a second hearing room filled with overflow crowd.
It is being recorded, and it will be broadcast, I suspect, repeatedly
on C-SPAN and other channels.

It is something that is the beginning. It is a final product of your
deliberations, but this is something that is hopefully a building
block for us to actually turn around and come up with a more mod-
ern and appropriate way of investing in our Nation’s infrastructure
going forward.

We don’t need to sell anyone on this Committee, and I suspect
very few in the Country, on the fact that at the end of the day we
have to fix the roof of our house. We have to fix the infrastructure
of our Country, and we have to expand it to account for changing
technology and changing demands in our society if we want to suc-
ceed.

The bottom line to me is that we pay one way or another. We
pay through waste and missed opportunity and inefficiencies, or we
pay, invest and benefit from a more efficient system and a higher
standard of living, higher quality jobs, and a more pleasant life-
style.
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So this is very important stuff, and I do hope that this is not the
end of the road for you and your commitment to it. I hope that you
will be willing as commissioners to spend some time, helping to ex-
plain your work to editorial boards around the Country, to public
talk shows and other fora that are appropriate and that you will
participate as we try to figure out how to develop some momentum
for probably, maybe a piece or two in this Congress.

But we reauthorize this program in the next Congress, and we
will have a new Administration one way or another. Each Adminis-
tration takes the successes and it has to build on areas that have
been neglected. This is an area, as a Country, where we have been
marking time and we have been neglecting our obligations. We
have to figure out how to change that, and you are part of the solu-
tion to that problem. So thank you very much.

Mr. OBERSTAR. I thank the gentleman. Very thoughtful, I
couldn’t have said it better myself.

Mr. Larsen.

Mr. LARSEN. Thank you, Mr. Chairman.

Mr. Chairman, I hope that you first noticed, at least on this side
of the aisle, all the northwest Members came back to the hearing,
and I hope that is taken into account as we move forward.

[Laughter.]

Mr. LARSEN. The Washington and Oregon delegations are well
represented at this second part of the hearing. We will remind you
if you forget.

Mr. SCHENENDORF. It is a lack of travel luck.

Mr. LARSEN. Yes, it has to do with lack of flights out of D.C.
more than anything.

Mr. SCHENENDORF. Their planes don’t leave until 6:30.

Mr. LARSEN. Where is Eleanor Holmes Norton?

[Laughter.]

Mr. LARSEN. The first thing I wanted to note and perhaps for Mr.
Schenendorf, Washington State has the largest ferry system in the
Country measured by vehicles and by passengers. It is certainly
not a tourist attraction. It is a major part of our transportation sys-
tem, and I noted it is considered part of the highway system.
Former Senator Magnuson was able to make that happen.

I note a lack of conversation about that ferry system or San
Francisco’s or New Jersey, New York or North Carolina and some
of the other folks, Alaska as well. How does that fit into your
thoughts?

Mr. SCHENENDORF. I think that we would view that as basically
being eligible the way it is under the current program. We weren’t
charged with looking at water transportation, so there isn’t much
in the report on that.

But, again, when you get back to the performance-based stand-
ards, if you are looking at that metropolitan area and you are say-
ing how do we reduce congestion by 20 percent by the year 2025,
it is going to make the local jurisdiction look at all of the alter-
natives. Highway construction, mass transit, it is also going to be
land use. It is going to be ferries. It is going to non-motorized ways
of moving around, bike paths and the like, because they are going
to have to put together a program that shows how they are going
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to get to a 20 percent reduction in the face of the growth that is
coming.

So we would envision ferry service as being an integral part of
that and basically, because it is eligible in today’s programs, that
type of thing would continue.

Mr. LARSEN. It is currently eligible for ferry capital construction
and terminal construction, and the States are largely left with the
operating costs, and those are largely passed on through rates to
the folks who use them as well. So I just was curious.

Any other comments from anybody on that issue?

Mr. HEMINGER. Mr. Larsen, if I could, I certainly won’t pass up
an opportunity to say something nice about ferry boats because
they are very important to our system in the San Francisco Bay
Area.

I think it is fair to say that one of the unsettling things about
our report is that generally we did try to strive for mode neutrality.
The intercity passenger rail program is the exception.

In the current program, you can find them really easy. There is
a ferry program. There is a bus program. There is a New Starts
program.

It is unsettling when you can’t find them right there in name,
but as Jack indicated the notion with a performance-based ap-
proach and a benefit-cost analysis is the cream will rise to the top.
I am very confident that in our large metropolitan areas, public
transit investments, rail, bus, ferry will rise the top and those will
feature prominently in these metropolitan mobility plans.

Mr. McARDLE. I think, equally, you are going to find new areas
looking at ferries because the road and the ability to build roads
is so constrained. I know that Jacksonville, Florida is aggressively
looking at ferries as an option on the Indian River and other places
because they see that as a key. They clearly, as they do their bot-
tom-up planning, are going to incorporate that in their capital in-
vestment program.

Mr. LARSEN. Okay. Mr. Rose, you sort of had the freight mobility
section of the testimony. Two questions, I suppose, if you could
touch on your comments in your testimony about the tax incentive
for capital investment on rail and with regards to the second issue,
the freight fee idea, whether or not you all contemplated a national
freight fee so you didn’t go State by State.

How did you propose and maybe build a wall around those dol-
lars so it goes into freight mobility?

Did you envision it going only into freight mobility and did you
envision it going only into rail or did it include waterside port in-
vestment? Did it look at grade crossings for truck traffic?

How did you envision the freight mobility dollars being used that
could be generated?

Mr. ROSE. Sure, yes. The answer to the first question in terms
of the size of the capital investment: Congressman Baird had to
leave, but when we think about stimulus, what he was talking
about, we roughly estimate that every billion dollars of rail con-
struction results in about 20,000 jobs.

So we are very interested in finding ways. We have, for quite
awhile, been discussing an investment tax credit, a stimulus that
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would simply provide a 25 percent investment tax credit to pull for-
ward investments that might otherwise be used later.

As far as freight fees, first, we believe that global trade has real-
ly changed our transportation infrastructure and our transpor-
tation requirements. Certainly, you understand that with what you
see in your area, and we are a big part of that.

When you look at the railroad growth over the last 10 years,
containerism has been the number one driver, and we expect that
to continue as we continue to trade globally and not just imports
of goods from China specifically but now exports as well. And so,
we know that this global trade is causing new distribution pat-
terns, new traffic patterns.

When we think about a freight fee, it is not just for rail. It is
also for highway. It is for intermodal connectors, getting in and out
of the ports.

We didn’t get into specifics, exactly how it would be spent, but
again getting back to transparency, governance, accountability,
other things that are so important.

Quite frankly, the easiest thing to do, I know it is not easy but
would be to take a percent of the customs fee which is variable
with growth in international trade. As I said earlier, a 5 percent
customs fee would equate to about $2 billion a year. That would
be a good first start.

We have also talked about a freight fee on top of that. The issue
for customers is going to be, again, accountability, how those agree-
ments, how those funds are going to be spent. I think if we can
prove to our customers that they really are spent on rail and high-
way infrastructure to facilitate the goods movement, then they will
be at least more accommodating to that.

The problem is there is a lot of history out there where freight
fees go to pay for different things and not transportation-related.
So we have a credibility issue that we will have to work through.
But some sort of formula could be granted on an origination area
and a destination area because the destination area also gets im-
pacted, and we believe that all that could be worked out.

Mr. LARSEN. If I may, Mr. Chairman, in Washington State and
this could also be in other States—I am just obviously more aware
of my own—we have a Freight Mobility Strategic Investment
Board. FMSIB, it is called. Its sole purpose is to consider the allo-
cation of State dollars to freight mobility projects.

That is how, in Washington State, we direct available dollars di-
rectly to local jurisdictions, whether they are port or city or county,
those jurisdictions, for direct investment into projects defined as
freight mobility. Then there is an accountability because it is
through this particular board. Other States may do that as well.

I am just curious if, again, there is any envisioning about the or-
ganizational structure, the flow of dollars like we run dollars
through our MPOs and RTPOs, thinking about running freight dol-
lars, identified Federal freight dollars through things like a
FMSIB.

Mr. ROSE. Yes, we have a couple models, a couple examples of
big projects. The Alameda Corridor is the best example. Again, it
was made up of people from the ports as well as railroad people,
very strict governance, very tight operating control. We had an-
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other one, Chicago CREATE, where we brought together the pas-
senger agency, the commuter agency, the State DOT, the Feds, the
railroads, the Metra.

Again, it is all about the governance and to make sure that the
projects that are going to be developed really are very specifically
related to decongestion and removing these choke points that we
have on the system. So that is what our vision would be to be able
to move a process like this forward.

Mr. LARSEN. Yes. Thanks a lot.

Thank you, Mr. Chairman.

Mr. OBERSTAR. I would like to now dig a little deeper into some
aspects of your recommendations.

The first is the national strategic plan. Your describe how it will
be stepped: Performance standards, detailed plans to achieve the
standard, cost estimates developed, plans assembled into a national
surface transportation strategic plan, and then only projects called
for in the plan would be eligible for Federal funding, quoting from
your report.

How do you propose to achieve that? What are your specific steps
going forward or are you describing a broad concept and leaving it
to the imagination of the Legislative Branch to fill in?

In responding, let me describe for you the setback we had in this
concept. In the fashioning of the current law, SAFETEA-LU, as I
traveled around the Country, I saw congestion choke points. Mr.
Shuster and I did that in the preparation as you recall very well,
Mr. Schenendorf, for TEA-21.

It occurred to me some years later after TEA-21 that we needed
a major capital investment in those choke points, maybe six or
seven or them. St. Louis comes to mind. Chicago CREATE comes
to mind. New York City comes to mind. The Alameda Corridor re-
gion came to mind immediately. The Alaska right of way into Se-
attle came to mind, not excluding others but at least a half a dozen
of these that would require in the range of a billion to two billion
dollars, something that really rises to the level of a national eco-
nomic impact.

We crafted a proposal with $17 billion committed to that concept.
Then because of the Administration’s intransigence on the total
dollar amount, we scaled that number back. The whole package
was scaled back.

It was an auction in reverse. We went from 375 to 350, then 325,
then 300. Anybody go for 275? The auctioneer was going in the
wrong direction. So we scaled that back. Eventually, in conference
with the Senate, we wound up with $3 billion.

I said to our colleagues on the other side of the divide—those are
the most difficult 200 meters in America to bridge—can we agree
on a half dozen projects to make these investments?

Oh, no, said the other said. Oh, no. We are the United States
Senate. We know how to make these investments.

So they chopped it up into little pieces and frittered a grand op-
portunity to make a major impact on America.

Now your idea has the advantage of taking it out of that milieu,
putting it into some autonomous proposition, an auto de fe, as it
is called in theater, operating by itself. How do you propose to do
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tha‘t?: and avoid the catastrophe that, frankly, we had in SAFETEA-
LU?

Mr. SCHENENDORF. I think the way that we envision this hap-
pening and let me, just as a practical matter, maybe describe the
state of good repair program as an example of how it would work
to prevent the kind of thing that you were talking about. I think
that we would model it very much in the way that the old inter-
state program was done.

Basically, what it would start as would be the Federal govern-
ment and the States and local governments and stakeholders would
develop the standards for state of good repair, so that when we talk
about that, what exactly would that be. A lot of States have al-
ready done that to try to say here are the level of road conditions
and bridge conditions that would have to be in order to be in a
state of good repair.

Once you had those standards and they had been agreed to, then
the States would go out and they would inventory their infrastruc-
ture against those standards. They would come back and say here
are all the projects that we have to do in this State in order to
bring our highway systems and our transit systems into a state of
good repair and here is what that is going to cost.

In addition to identifying them, they would do cost estimates the
way the interstate program had for each State in figuring out how
much it was going to cost to complete the interstate system in that
State. So there would be a cost estimate associated with the project
to bring it into a state of good repair.

Then the Federal funding that would be providing for that pro-
gram, you would have an overall cost estimate because you would
have all 50 States added up just the way the cost estimate for the
interstate was added up. Then you would have a sense of the total
cost.

You would have a number of years over which you were going
to try to bring the system into the state of good repair, and that
would give you an idea of how much money each year you needed
to provide for the program.

Then when you provided it for the program and each State got
their portion of the money, the only projects that they could spend
that money on were the projects that were identified in the plan
as being what was necessary to bring it into a state of good repair.

Mr. OBERSTAR. That is a good answer as far as it goes. Does this
approach envision scrapping the STIP, the State Transportation In-
vestment Plan, the 20 year plan each State does and substituting
therefore this broader plan?

Secondly, you say incorporating transit into that. Does that also
me?an that we would do away with the, roughly, 18.5 split for tran-
sit?

When the bill left our Committee, we had a goal of 20 percent
for transit over the 5 years of the bill. In negotiations with the
other body, that was scaled back. Would you eliminate that split
altogether?

Mr. SCHENENDORF. These plans, I talked about the plan for one
program, but you would have plans for each of the programs, and
then they would be knitted together into this national strategic
plan. That would substitute for the current planning process be-
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cause this would have all the projects in it just the way the inter-
state cost estimate had all those projects in it, and it would replace
the existing programs that guaranteed a certain amount to any
particular mode and would basically be needs-based. I mean it
would be cost to complete, and all of the costs that are associated
with bringing transit into a state of good repair would be in there
as well as the highway system.

It was our assessment that when you looked at all these perform-
ance-based programs, that there would be a huge increase for tran-
sit, a huge increase for intercity passenger rail as well as highway,
that we would be basically funding the transportation solutions
and that all the modes would do very, very well.

Mr. OBERSTAR. All right. So you would include in this plan the
162,000 miles, roughly, of our NHS. Anything that is within the
NHS would be subject to the national strategic plan?

Mr. SCHENENDORF. Right.

Mr. OBERSTAR. In Wisconsin, let’s say, Commissioner Busalacchi
is not here, but say Highway 53 in Wisconsin, if it were scheduled
for four lanes from Superior to Eau Claire, to be upgraded. Well,
it is already four lanes. Say six, if they were going to upgrade it
to six lanes, if that was in the plan, then that would be it?

Mr. SCHENENDORF. That would be funded on a cost to complete
basis, whatever is in the plan to meet the performance.

Mr. OBERSTAR. But if the Milwaukee interchange were not in-
cluded in the upgrade, they wouldn’t be able to do it?

Mr. SCHENENDORF. If it were not included, they wouldn’t be able
to do it.

Mr. OBERSTAR. In the strategic plan.

Mr. SCHENENDORF. But the plan is based off the standards, so
all of the needed transportation investments should show up in the
plan.

Mr. OBERSTAR. How do you update the plan to accommodate
changing demands of traffic?

Mr. SCHENENDORF. I think it is envisioned that the plan would
be updated whether it is every two years or every five years.

Mr. OBERSTAR. As we did previously with the interstate cost esti-
mate every two years.

Mr. SCHENENDORF. Exactly, every two, whatever you decided,
there would have to be a periodic review and updating of the plan,
and that would bring in new projects and it would change the cost
estimates or existing ones.

Mr. OBERSTAR. Excellent. I don’t want to pursue this further, but
I have other similar or other aspects of it, of your proposal. We will
go back to those.

Mr. LaTourette.

Mr. LATOURETTE. Thank you, Mr. Chairman.

This has been a long day for the witnesses, and I don’t want to
keep them a long time. But I think as I walked in you were talking
about the projects of national and regional significance that were
originally proposed for SAFETEA-LU, and I thought that that was
terrible result that we wound up. Rather than having billion dollar
projects that could really make a difference to the future of travel
in the Country, we wound up with things that are chopped up and
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may now never get built. They put $100 million here, $50 million
there rather than the billions of dollars that could have resulted.

I know that a number of us in Ohio were trying to get a $1.2
billion to reshape something effectively known as Dead Man’s
Curve, and it is called Dead Man’s Curve for a reason, but that is
not going to happen in my lifetime now as a result of decisions in
the Senate. So I want to echo your remarks.

I forgot in my last remarks to thank all of you for your service,
and I really appreciate the work that you have done.

Two, I am glad Mr. Nadler is not here, so I didn’t lose any money
in Ohio while I was out doing something.

But, three, there is one item of concern. We have used. When
this Committee put in State infrastructure banks, when this Com-
mittee put in the design-build approach and other things, we have
had some successes with attracting private capital.

For instance, the most famous example in Ohio is we have a
large company in Columbus called the Limited. The Limited want-
ed an interchange off of Interstate 71, and they were required to
pay for it because they were primarily benefitting from it. And so,
I am encouraged that the report seems to encourage public-private
partnerships.

What raises concerns, and I just need you to correct me if I am
wrong, is that you appear to recommend that new regulations
would replace the otherwise specifically negotiated agreements that
State could make relative to the attraction of private capital and
that we would have a national regulatory scheme of public-private
partnerships as opposed to Ohio negotiating their deal, Wisconsin
and Minnesota negotiating their deal. In my mind at least, it would
seem that these new regulations could limit a State’s ability to at-
tract private investment.

If you could just share with us your thinking as to why you went
that way in your recommendations.

Mr. SCHENENDORF. Sure. First of all, with respect to public-pri-
vate partnerships, what we are focusing on is where there are real-
ly current prohibitions against these kinds of things which is on
the existing interstate system. States and local governments that
enter into public-private partnerships on new roads that are State
roads or roads that don’t have Federal money in them, not on the
interstate system, that is up to the States. They can decide what-
ever they want to do.

The question is on the interstate system right now, tolling, these
kinds of agreements, congestion pricing, they are prohibited. They
can’t do any of them. States can’t do any of them today.

So the question is if you relax that prohibition and you say okay,
here, we are going to allow this to occur, would there be some con-
ditions that you would place on these agreements in a general
sense in order to protect the public interest because this is the
interstate system and it is something that the Federal Treasury
has paid for?

The same way in aviation, we prohibited taxes on passengers fly-
ing. We then allowed the PFC to be put in place, but that has con-
ditions on it. There is only so much you can put in. It is a certain
amount of money that has to be used for certain purposes. It can’t
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be diverted off the airport. That is the kind of thing that we have
here.

I think these are common sense requirements that we are pro-
posing, and so I do not believe that it is excessive regulation or
that it is trying to regulate something where the States can already
do something because the States today can’t put any of these pub-
lic-private partnerships on the interstate system.

Mr. LATOURETTE. Thank you very much.

Thank you, Mr. Chairman.

Mr. OBERSTAR. Back to Mr. DeFazio.

Mr. DEFAZIO. Thank you, Mr. Chairman.

I was talking to staff. I was trying to remember the number for
maintenance and repair on an annual basis, the portion. What do
you think? Is that a 110 to 140 range? Was that it?

Mr. HEMINGER. Congressman, I believe the figure we quote, we
have an investment gap of about $140 billion. The total need is
about 225 per year, all levels of government, and roughly half of
that, we estimate is rehabilitation.

Mr. DEFAZIO. So about 110, roughly.

Mr. HEMINGER. Correct.

Mr. DEFAzZIO. Okay. So here is the question that I would have
put to Mr. Geddes if he was here. Who in the private sector is
going to want to invest in rehabilitation of the existing system?

Mr. HEMINGER. Congressman, I have tried to address that ques-
tion in other public fora, and I scratch my head and don’t know any
investment banker that thinks they can make money on that. That
is why I think it is important that we talk about the finance ques-
tions not in the abstract but very practically.

In my view, I think in our view, where private capital will be
most attracted is in new capacity in high growth areas and, frank-
ly, the more the merrier. If we can attract as much of that as pos-
sible under conditions that protect the public interest, we think
that is great.

They are generally not going to be interested in rehabilitation.
They are not going to be interested in a lot of projects in areas that
aren’t growing as quickly, where the dividends won’t be as high. So
I think we have to acknowledge that there are limits to that strat-
egy just as there are limits to any financing strategy, and one of
the huge limits is on this question of repairing our existing infra-
structure.

Mr. DEFAZIO. There are even new capacity issues. I was going to
use a specific example. We have something, a need identified by
the State DOT in Oregon, something called the Newberg-Dundee
Bypass outside Portland, a rapidly growing area. Basically, we
have the old State highway there. It is a real problem.

My State went out and actually had Macquarie come in, paid
Macquarie to come in and do analysis. Macquarie said, yes, we can
do it. We can build it, but if we build it, you must toll the existing
infrastructure to drive people onto our facility so we can make
money. That was kind of the end of the conversation.

I think there are very severe limits here, especially again, Mr.
Geddes says here that there is a very low rate of return to trans-
portation projects. At the same time, we are going to finance every-
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thing, including maintenance, with the private money. It doesn’t
quite add up in my mind.

I guess one other issue I would raise is you guys include, as I
recall, indexation as one of your factors, and we haven’t indexed.
Roughly, according to analysis I have seen, we lost about 28 per-
cent of the purchasing power between 1993 and 1996 and in the
last 3 years, it looks like about 10 percent a year because of the
costs, the run-ups in construction.

By the rule of sevens, the Federal investment in infrastructure
under the Administration or the minority report proposal would be
halved within ten years.

Mr. HEMINGER. Congressman, if I could also mention, I think it
is important to look at the modal question as well. I think it is
probably the case that private capital will be more interested in
highway capacity that can be tolled, freight capacity that can be
freed, so they can generate income and pay themselves back.

Transit projects, by and large, as you know, require a public sub-
sidy for their continued operation. Now there are some. We are
building a project in San Francisco in the Bay Area at the Oakland
Airport, where we think that incremental piece of the system may
generate a surplus, and so there is a revenue stream.

Mr. DEFAZ1O. That is the one to the Oakland Airport?

Mr. HEMINGER. The Oakland Airport Connector, correct.

Mr. DEFAZIO. Is that a PPP or was it?

Mr. HEMINGER. It is.

But, by and large, I think a lot of public transit projects will not
be of the nature that they can generate a surplus to attract private
investment. So that is another whole class of important improve-
ments that may not be amenable to that strategy.

Mr. DEFAzIO. Mr. Weyrich, when you pointed out, I was fas-
cinated that you could just quantify the returns we are getting out
of some of this transit investment, the rail and light rail and street
car. Somehow, I mean maybe we could put your folks in touch with
the FTA folks. They say they can’t quantify that, and the Chair-
man referenced that in terms of the cost-benefit analysis.

Mr. WEYRICH. We have met with them and argued the case as
has the head of the street car coalition, and they are just blinded
to the subject. I mean it is not a case of they are not having the
information. It is a case of they are not willing to listen to the in-
formation. I am sorry that that is the case.

Mr. Simpson is a friend of mine. He says he has read all of my
publications on transit and so on, but apparently he hasn’t learned
much.

[Laughter.]

Mr. DEFAZ10. Well, I am not sure I identify him as the root of
the problem.

Do you do analysis to the level of this much?

Of course, part of the Portland street car was funded by the local
improvement district. So we did put some costs on the developers,
and they assumed those costs willingly because they knew they
were going to come out ahead.

But have you done analysis which would go to the point of these
products produce this much economic activity and the tax returns
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out of that to the local government or the Federal Government
would be about X?

Do you show what kind of ultimate return if you want to look
at it as we put the money out, how much of it we are ultimately
realizing back in terms of the increased economic activities?

Mr. WEYRICH. I believe we have.

Mr. DEFAZIO. I would like to get a look at that.

Mr. WEYRICH. My colleague, Bill Lind, has done a lot of that ac-
tivity.

Mr. DEFAZ10. He did? That would be helpful.

Mr. WEYRICH. It is almost predictable today if you have the right
kind of corridor. Now, if you don’t and you are not serving areas
where people want to go, then you can’t get the development that
we are talking about. But given that you are serving an area that
people want to traverse, I think it is fairly predictable what kind
of result you will get.

I mean even my little city of Kenosha, Wisconsin has generated
all kinds of housing and museums and buildings and so on, and yet
they want to extend the line four miles. They have been very fru-
gal. It is the lowest cost line in the Country, and yet FTA won’t
give them a dime.

Mr. DEFAZI1O. It doesn’t meet the cost-benefit analysis.

Mr. WEYRICH. Yes. Yes, exactly.

Mr. DEFAzIO. Okay. Just one other, again, I am sorry because 1
hate to pick on people when they are not here, but I will refer to
the minority report and not necessarily to Mr. Geddes.

The congestion pricing which they advocate, I don’t see any rec-
ognition. It seems to me congestion pricing should follow, say, the
construction of the mass transit alternative. You want to say to
people: Okay, we want you out of your car, but hey, guess what?
You can get there in a more fuel efficient way in a comparable
amount of time and not an extortionate expense.

As opposed to that, it appears to me that they may be saying we
are going to use the congestion pricing to begin to build alter-
natives or other projects, which seems to me really kind of perverse
or inverse in terms. I think you touched on some of those issues
in a way in the report.

Mr. MCARDLE. If I might, Congressman, From the perspective of
New York, which some people would have to be the first of the con-
gestion question.

Mr. DEFAZIO. Yes.

Mr. MCARDLE. Most of the people who now drive into Manhattan
are doing so in large measure because either they are subsidized
or they live in areas that were developed without mass transit, par-
ticularly in the outer boroughs of New York City and out on Long
Island. They are not driving in because they want to necessarily.
They are driving in because it is simply the fastest way to get into
Manhattan. They don’t have a mass transit option.

If you are going to price and then not give them a faster option,
people are going to walk out the door in the morning and, if it is
snowing like today, they are not going to want to walk to a bus
stop and then spend more and more time. They are going to hop
in their car.
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You will never actually change people’s behavior until you give
them a ride that is a comparable in comfort to what they get in
their automobile, and that is really what we are advocating.

Mr. DEFAzI0. I think that is an excellent summation.

I would go on to observe that both you, the Commission as a
whole and the minority, and the Administration have criticized ear-
marking. I would note that the congestion pricing in New York is
being driven by an unauthorized earmark of funds by the Adminis-
tration, and they are essentially bullying New York into adopting
congestion pricing and have given them a deadline by which they
must have congestion pricing. As opposed to this growing out of a
local concern, it is being dictated to them.

Mr. MCARDLE. I have made an observation, Congressman. We al-
ready have congestion pricing in Manhattan. You can pay 60 and
70 dollars a day to park your car, and people pay it because they
have a car, tourists particularly, out-of-towners. It is just not a
public price. It is captured by the garage owners and everyone else.
So you are already paying a congestion price.

Adding $3 to somebody who is now paying $70, half of whom are
already getting it subsidized by their business, is not going to
change behavior. People are driving. It is because they have to, not
because they want to.

Mr. DEFAzZIO. Thank you. Thank you. I appreciate it.

Mr. SCHENENDORF. Could I just add a point on the congestion
pricing?

Mr. DEFAZIO. Yes.

Mr. SCHENENDORF. On the congestion pricing, we tried to, in our
report, suggest some conditions that would apply in these kinds of
settings because it all gets down to the deal. Part of the thing in
congestion pricing people say is, well, if you can congestion price,
that will generate revenue that you can then invest in the corridor
and to provide alternatives. It would provide expanded capacity.

But if you look at the arrangement that was just agreed to in
Northern Virginia where you are going to be paying the one that
I cite in my testimony which is the five or six dollars average per
trip, the congestion pricing revenues that come from that are going
to the private sector for unlimited profits. There is no cap on the
profits. None of that money is going back into providing alter-
natives or into expanding capacity.

So the way that the deal is set up and how the revenue stream
is used is a very important issue when discussing these things.
Sometimes it is going back into or could be used for alternatives.
Other times, it is being siphoned off and is just going to go. For
that particular deal, the private sector gets to keep all of the
money subject to no price limitations whatsoever.

Mr. DEFAZIO. I wasn’t aware of that. Thank you for pointing that
out.

Thank you, Mr. Chairman.

Mr. OBERSTAR. Mr. LaTourette, have you a second wind?

Mr. LATOURETTE. All set.

All set. Then I have a few more.

hC‘;)mmissioner Weyrich, did I hear you say my little City of Keno-
sha’

Mr. WEYRICH. Well, I am from that area.
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Mr. OBERSTAR. Well, just parenthetically, I have three precocious
granddaughters living in Kenosha.

Mr. WEYRICH. Really?

Mr. OBERSTAR. Whom I come to visit frequently and have seen
the trolley and rejoice in its rejuvenation and have seen the invest-
ment that it has created and the re-stimulus or stimulus that it
has provided to the Kenosha economy. I was thrilled with your ob-
servation about it as a prime example of success in transit.

Mr. WEYRICH. You know how little that system was built for.

Mr. OBERSTAR. Yes.

Mr. WEYRICH. I mean it was under $4 million a mile. You get
these grandiose systems, $20 million, $40 million a mile and so on,
and it is making the consultants rich. But you see where it can be
built for much less and still be very functional and really beautiful
in the landscape there against Lake Michigan.

Mr. OBERSTAR. Exactly, exactly, it is marvelous.

One of the greatest dis-services that was done to transportation
was the development by the U.S. Post Office at the time, not U.S.
Postal Service, of hub and spoke distribution of mail. Some hotshot
came up with the idea that it would be a great idea to take a letter
mailed in Chisholm, my home town, to Buhl next door, five miles
away, and drive it 90 miles to Duluth, sort it and then drive it 85
miles back to Buhl from Duluth to be delivered instead of using the
railway post office where it was worked overnight and dropped off
very efficiently.

Then the railroad convinced the Postal Service to take the RPO
out, and then that segment was uneconomical. So they could apply
for discontinuance to the ICC and drop their LCL service as well
as their passenger service, and our rail passenger service dis-
appeared across the whole iron ore mining country of northern
Minnesota.

Mr. Weyrich?

Mr. WEYRICH. At the time that this was occurring, 1967.

Mr. OBERSTAR. Exactly.

Mr. WEYRICH. I was working for the late Senator Gordon Allott
of Colorado, and we asked for a GAO investigation of what was
happening. They came back and said that a fellow by the name of
Hardigan had initiated 364 illegal contracts with Sedalia-Marshall-
Boonville Stages, an airmail taxi company, to which he then be-
came vice president after he initiated this.

We asked the Justice Department to move on it, but of course
they were dis-inclined to do so. There is one of the swindles that
took place at the time.

Mr. OBERSTAR. Very, very keen observation.

A very sad chapter in the history of transportation because le-
gion are the mayors of communities that invite me and have done
over years to come and look at the transit systems, the trolley sys-
tems, the light rail that they once had in place and ripped up after
World War II because of the automobile. Now they want to replace
that transit that they once had. Boise, Idaho is a prime example.

They want to recapture that lost past, and we have to help them
do that. You rightly point out the intermodalism that is needed to
do so.
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On price versus faster option, a very, very keen observation, a
ride comparable to what you get in your automobile. Some have
heard me cite my own personal experience. I won a scholarship
when graduated from St. Thomas College in St. Paul to study at
the College of Europe and Brugge, Belgium, European Economic
Studies at the time of the creation of what we know today as the
European Economic Community.

I traveled. Well, this was before aviation. So I traveled by pas-
senger rail to the East Coast from Minnesota, the Queen Mary to
Le Havre, rail to Paris, rail from Paris to Brussels to Brugge, a six
hour trip from Paris to Brussels. May of last year, that 6 hour trip
was 80 minutes on the TGV.

I also traveled to Perpignan, 288 miles. It was four and a half
hours by steam locomotive. Now, 29, 30 years later, that same trip
was two hours and one minute with school children writing home-
work on the train, a ride comparable, better than what you get in
your automobile. We need to be able to do that in the United States
as well.

China is investing $162 billion in that kind of high speed pas-
senger rail. They are investing that much or somewhat less than
that but billions in freight rail to the interior of the country.

In the Minneapolis-St. Paul area, travelers just going to work
and back spend $2 billion a year on parking fees. That money could
be better invested in a regional transit distribution system.

Your report spends a good deal of time and numbers of pages on
the VMT, Vehicle Miles Traveled financing, and you raise four
principal issues—evasion, privacy, wear and tear, administrative
costs—and suggest a goal of 2025 of getting to that financing meth-
od. In your deliberations, do you think there is a way of short-cut-
ting that time frame?

Mr. SCHENENDORF. I think we have tried to make some sugges-
tions on National Academy of Sciences work, additional pilot
projects that would be more expansive than the Oregon case to try
to accelerate the time frame that it would take. There are just a
lot of unknowns here.

There are some breakthroughs. The technology is such that they
can be put in automobiles pretty quickly if it is going to develop
a way to retrofit existing vehicles to allow for the technology. So
I just think there are a lot of unknowns here, but the goal is to
try to get to that kind of VMT fee as quickly as one can, assuming
these problems can be overcome.

Part of it too will depend upon what the replacement fuels are
as we go forward, how we power our vehicles 10 years, 15 years
from now. If all of a sudden, there is one fuel that replaces the cur-
rent motor fuel, then it is conceivable that that would be another
method of raising revenue. But on the assumption that is not going
to really work, then it is really the VMT that would be the main
goal, and we think we are recommending things to get here as
quickly as you can.

Mr. OBERSTAR. Is it a consensus among the commissioners that
the VMT is a long term viable, responsible substitute policy option,
substitute for the current gas tax or user fee?

Mr. SCHENENDORF. I think it is and maybe from the commis-
sioners here, if anybody had any reservations. The Transportation
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Research Board has an extensive study that comes to the same
conclusion. I think we came to a very similar conclusion.

There are lots of different things you can do with the VMT.
There are lots of different ways it could be structured on pricing,
on just a straight fee, various fees for different classes of vehicles.
So, once you actually got the fee in place, there is a lot of different
things you could do with it, but I think all of the commissioners
that signed the report were comfortable with the recommendations.

Mr. OBERSTAR. And weight carried on the road surface, is there
sort of a threshold below which you wouldn’t factor in weight as
a charge and above which you would such as heavy trucks?

Mr. SCHENENDORF. Well, you certainly could. I mean you could
structure this any way that you wanted. I think it would be envi-
sioned that similar to the different classes you have today, you
would have different classes of vehicles under that system as well,
including heavy trucks paying a different rate.

Mr. OBERSTAR. Is there additional backup material to this sec-
tion in electronic form that you will be publishing?

Mr. SCHENENDORF. We have a Volume 3 which is going to be a
virtual volume, if Susan is still here, and that is going to include
a lot of the background materials for this.

Mr. OBERSTAR. I have staff who could access that for me. If I
learn the computer, then who needs you?

[Laughter.]

Mr. HEMINGER. Mr. Chairman, if I could speak for myself.

Mr. OBERSTAR. Yes.

Mr. HEMINGER. Jack is accurate that we have signed the report
and so we stand behind the recommendation, but I do believe the
obstacles he has laid out that need to be addressed are not small.
As you know and as we note in our report, there are currently
about 1,400 taxpayers for the Federal fuel tax. With the VMT fee,
it is potentially everybody. So the cost of collection is a very serious
issue.

I also believe personally that the privacy question is one as well.
Even though this kind of fee is being collected in Germany from ve-
hicles, from heavy vehicles, in the United States, we have I think
a different sense of privacy and civil liberties perhaps than Europe
does and may be willing to tolerate less the level of intrusion that
some may view this fee involves because it involves tracking the
movement of your vehicle.

So I don’t think they are necessarily showstoppers, but I do be-
lieve that the issues that we lay out in the report that need to be
addressed are quite considerable and will take some time, both
technically and politically, to get through.

Mr. OBERSTAR. That is a wise cautionary note.

Mr. McArdle?

Mr. McARDLE. Congressman, the weight issue is critical and it
is critical for the passenger vehicle as well as the truck. What I
have heard from people is why should SUVs pay the same fee when
they are imposing more wear and tear on the roads. So, something
that respects the weight. The way power to weight works well, I
think is critical.

On the technology side, I would simply point out to you that the
mobile phone industry, both here and in Europe particularly, have
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worked out very effective ways of pay as you go collection systems,
and that is really what we are talking about, something electronic
that they use to capture that revenue and in fact to respect the
kinds of privacy issues that are out there that become critical. I
suspect that is the direction that we will be heading in.

That is a technology they use and have figured out how to main-
tain their revenue streams without the kind of evasion that every-
body should worry about.

Mr. OBERSTAR. That is a very good observation, a very keen ob-
servation. I am concerned about weight on the road surface. Pave-
ment condition is a factor in determining the investment portfolio
into the future. Just as when the rail sector went to 286,000 pound
rail cars, you had to develop heavier rail, steel rail, better ballast
and better ties and going to concrete ties, in fact. Is that right, Mr.
Rose?

Mr. ROSE. Yes, we did.

I think what we want out of the Commission report is for trans-
portation in this case to be properly priced.

Mr. OBERSTAR. VMT is a good approach, but it is an appropriate
cautionary flag for us. Don’t expect it to happen overnight.

Freight movement is critical, as you have pointed out, to the fu-
ture of transportation. Your report does not address one item that
I have been nurturing for some time, and that is short sea ship-
ping. This has gained success in Europe but has not found a home
in the United States until just recently when I included it in our
energy conservation package.

That is point to point shipping on the saltwater coasts and on the
Great Lakes, a way of moving containers at lower cost to avoid con-
gestion points and something that is not competitive with but com-
plementary to, supplementary to rail shipment of containers.

It seems to me, for example, we are not going to, in a short pe-
riod of time, break the Gordian knot of Chicago because we simply
did not put enough money into Federal funds in the last transpor-
tation bill into that project, the CREATE project.

Bypassing Chicago by moving containers from, say, Duluth-Supe-
rior port that are coming in from Prince Rupert Island through
Canada into the United States at International Falls and then
some of them moving to Duluth and then going east relieves that
congestion. It shouldn’t take so long to move goods through Chicago
as it does, but it does because we haven’t addressed that problem.

Are you familiar with the concept of short sea shipping and do
you have some comments there, Mr. McArdle?

Mr. McARDLE. Certainly, it is something that people on the East
Coast and the I-95 corridor are looking at aggressively because it
is an effective alternative to trying to add lane capacity on I-95. 1
think you are going to see it emerge from Newport and Savannah
through the Northeast largely because the truck congestion on I-
81 and other places is so heavy.

I am also told it is being very aggressively pursued along the
Gulf Coast, particularly as investment in the Panama Canal ex-
pands capacity to come through and bring containers into places
like Tampa and the like. People are actively proposing it and in-
vesting in short sea shipping—say that fast—specifically to, in fact,
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feed the container volume along that area, given the kinds of rail
congestion that they see emerging over time.

Mr. OBERSTAR. Any others?

Project delivery, I won’t prolong this now, but project delivery is
critical. I referenced provisions on streamlining in the current law.
Do you have a section that expands upon that concept, Mr.
Schenendorf?

Mr. SCHENENDORF. Yes, we have expanded upon that concept
and, as I think Commissioner Skancke has indicated, this was one
of the important areas that the Commissioner really focused on be-
cause even if we get the reforms of the programs and even if you
get the additional money, in order to really earn back the trust of
people plus to actually get these facilities in place, we simply have
to shorten the time frame.

One of the ways we think that it will be easier is the perform-
ance-based programs that we are talking, the eligible projects. The
solutions will be developed at the local level and up through the
State. So the projects that are being funded will already have gone
through an exercise with the public of this is what we need to do
to reach the congestion target of 20 percent, and there will have
been a buy-in at the local levels in those metropolitan areas.

All these different plans that are being developed and stitched
together to be the national plan, there will be a lot of bottom-up
planning and project identification which should make those
projects less controversial when you actually get ready to go ahead
and build them because they will have been in this plan that was
developed in the way that the locals all had input at the time.

Mr. OBERSTAR. Well, there is much more food for thought in your
report. As I indicated at the outset of the hearing, Mr. DeFazio will
be conducting subsequent hearings on aspects of this report and on
the various provisions of the existing SAFETEA law and our total
body of transportation law.

But your report really causes all of us to rethink fundamental
principles all over again. That is a big challenge, but that is one
that we are up to on this Committee. At least, I am up to it. I know
Mr. DeFazio is. I know others on the Republican side are. We are
not going to stick our heads in the sand as this Administration has
done.

We have to note that just because there are new alternative or
synthetic fuels, their impacts on the Highway Trust Fund will not
adversely affect the fund so long as we generate revenues from. If
persons using hydrogen fuel are driving on the roadway, they have
to pay their fair share and pay their way in using it. Those filling
stations can be collection points. Electrical outlets can be collection
points. We have to proceed forward on that.

Despite global warming and high gas prices, the internal com-
bustion engine is not going to disappear from the road overnight.
We have got 270 million of them on the road. Until China started
building cars, we had 60 percent of all the cars and half of all the
trucks in the world rolling on America’s highways.

As your report rightly notes, the user fee collected at the pump
will continue to be the backbone of our revenue stream for the fu-
ture transportation system.
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As we gathered here in this room, meeting, the Department of
Transportation was sending out e-mails, a whole list of them across
the Country, denigrating the Commission’s report. They have bet-
ter things to do with their time than to stick their heads in the
sand and be captives to the past.

A knee-jerk reaction to the Minneapolis bridge collapse was to
say, oh, we don’t need to have a trust fund for structurally-deficient
bridges. Well, we have more bridges collapsing than we do. But do
we have to wait until a bridge collapses? Do we have a graveyard
mentality in this system like the FAA had at on time? No.

Twenty years ago, I conducted hearings in this Committee room
on the bridge program, 20 years after the collapse of the Mianus
Bridge. A witness at that hearing said, 20 years ago, the years that
have passed still have left bridge inspection and maintenance in
the Stone Age.

And so, we proposed fixes to it, including a reporting system
within the Federal Highway Administration. Nothing that the
chairman of the NTSB said this week reduced the number of struc-
turally-deficient bridges in this Country, and nothing but an in-
vestment in those bridges and better maintenance and better as-
sessment of their condition is going to fix the problem. Failure to
act just delays the day of reckoning.

This Commission has pointed out how we can get to that day of
reckoning, how we can avoid a day of reckoning, in fact.

As we proceed, we will be calling on you, Mr. Vice Chair, and
you, other members of the Commission, to come and help us think
our way through the policy maze to craft a new vision, a sustain-
able vision, a sustainable program for the future of transportation
in America. That will be your lasting epitaph and gift to America.

Thank you very much for your hard work.

Mr. SCHENENDORF. Mr. Chairman?

Mr. OBERSTAR. Yes.

Mr. SCHENENDORF. Thank you very much. It has been an honor
for us to appear before you today. I can say for all of the commis-
sioners, individually and collectively, we stand ready to help in any
way that we can.

Mr. OBERSTAR. Thank you.

The Committee is adjourned.

[Whereupon, at 3:03 p.m., the Committee was adjourned.]
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Commiittee on Transportation and Infrastructure

Hearing on “The National Surface Transportation Policy and
Revenue Study Commission Report”
Thursday, January 17, 2008

Statement — Congressman Jason Altmire (PA-04)

Thank you, Chairman Oberstar, for calling today’s hearing to discuss the National
Surtface Transportation Policy and Revenue Study Commission’s report entitled,
“Transportation for Tomorrow.” This report, required by SAFETEA-LU, will provide
our Committee with great insight on the challenges we tace while developing a long-term
plan to serve the transportation needs of our nation over the next 50 years.

I would like to thank the Commissioners for their dedication to this project. Over
the past 20 months. they met 22 times and heard testimony from almost 300 witnesses.
The result of this tireless ettort is a comprehensive, bipartisan plan, which I am confident
will aid in the development of a transportation system that tully supports our nation’s
economic competitiveness and growing population, and improves American’s overall
quality of life.

However. 1 do have initial concerns with the Commission’s recommendations,
particularly the increase in the tfederal gas tax. While | realize that improvements to our
nation’s transporiation system require significant investment. a $0.40 tax increase to
already record high gas prices will place an unbearable strain on America’s working
tamilies.

Chairman Oberstar, | would like to again thank you for holding this hearing and
look forward to hearing from each of our witnesses today.

i
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OPENING REMARKS FOR FULL COMMITTEE HEARING:
NATIONAL SURFACE TRANSPORTATION POLICY AND REVENUE
STUDY COMMISSION REPORT
JANUARY 17, 2008

it

Chairman Oberstar and Ranking Member Mica, thank you for holding this
hearing on the National Surface Transportation Policy and Revenue Study Commission's
proposal for how we can enhance our national transit system and mechanisms we should
consider to fund needed improvements. As Congress starts to work on the
reauthorization of SAFTEA-LU I think we all recognize the need to look at diverse
funding mechanisms for the surface transit trust fund. [ appreciate the members of the
Commission coming to talk to us today about their study and recommendations.

Nobody can deny we must invest more in replacing our aging transportation
infrastructure. In my home state of Missouri alone there are 123 structurally deficient
bridges, eight of which are located within the Third Congressional District. This
unacceptably high number is evidence that our bridges and highways are not well
maintained and that we must address deficiencies in our transportation infrastructure
policy. The Commissioners are right that we must ensure that all Americans are safe on
our roads and can get from place to place easily, especially around congested
metropolitan areas such as St. Louis. To meet these needs we must take a long look at
our highways, bridges, and transit and passenger rail infrastructure and identify key needs
that must be addressed through adequate funding.

However, as the price of oil continues to rise to the point where it has surpassed
one hundred dollars a barrel, [ do want to express certain reservations I have about
drastically increasing the gas tax. The price of gas over the last few years has hit the
pocket books and daily lives of many of my constituents. I have serious concerns about
how this will impact many of my constituents, especially those in the outlying suburbs of
St. Louis who must endure longer commutes. Given this, I look forward to learning more
about other funding mechanisms that the Commission has studied.

Again, I want to thank the Chairman and Ranking Member for holding this
hearing today and look forward to working with each of you going forward.

HittH
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Statement by Congressman Jerry F. Costello
Committee on Transportation and Infrastructure
Hearing on the National Surface Transportation Policy and Revenue

Study Commission Report: Transportation for Tomorrow
Thursday, January 17, 2008

Thank you, Mr. Chairman. [ am pleased to be here today as we examine the
National Surface Transportation Policy and Revenue Study Commission
Report: Transportation for Tomorrow. [ would like to welcome today’s

witnesses.

The United States transportation system is the envy of the world. We have
an extensive system of highways, ports, locks and dams, and airports. Yet
we have neglected to upgrade and modernize our infrastructure over the

years.

For example, currently, our Interstate System is almost 50 years old. Thirty-
two percent of our major roads are in poor or mediocre condition; one of
every eight bridges is structurally deficient; and 36 percent of the nation’s
urban rail vehicles and maintenance facilities are in substandard or poor

condition.

We should not build our infrastructure and then walk away without

maintaining it and modernizing it as it becomes antiquated. According to
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this report, a significant surface transportation investment gap exists that can
only be filled by an annual investment level of between $225 billion and
$340 billion by all levels of government and the private sector. For
comparison purposes, our current annual capital investment from all sources
in all modes of transportation is $85 billion — we fall far short of meeting the

Commission’s recommended level.

We must find a way to make the necessary improvements to our surface
transportation system to make sure the highest level of safety is maintained
and that the US economy remains strong. | am interested in hearing more
from our witnesses on the recommendations laid out in this report that would
hopefully establish long-term goals regarding the transformation of the

surface transportation system.

While we must decide what we are funding before we fund it, the report also
highlights funding our system. To that point, I believe we must look at all
options, including a tax on the barrel not at the pump in order to bring in
additional revenue. While I know many of my colleagues have proposed
ways of increasing funds for our highway trust fund, [ am interested in

hearing from our witnesses their thoughts and ideas.
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I look forward to today’s hearing as we examine this important issue.
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S, Wiy

Statement of Rep. Harry Mitchell
House Transportation and Infrastructure Committee
Full Committee Hearing
National Surface Transportation Policy and Revenue Study Commission Report:
“Transportation for Tomorrow”
117/07

Thank you, Mr. Chairman.

I look forward to hearing today about the National Surface Transportation Policy and
Revenue Study Commission’s report about our future transportation needs.

As our country continues to grow, our surface transportation system needs will change.

Take Arizona for example. Arizona is now the fastest growing state in the country, and
my district in Maricopa County is at the very heart of this growth.

With this growth, of course, comes need. And for Arizona, this means highways and
light rail.

The Arizona Department of Transportation estimates that Arizona will need at least $9
billion over the next 20 years for just 12 of its major highway corridors...and these

corridors represent just 36% of our state’s total highway miles.

The only thing more staggering about future surface needs in Arizona, is how quickly
they are growing.

1 look forward to hearing from today’s witnesses and learning what we can do today to
help surface transportation run smoothly tomorrow.

[ yield back the balance of my time.
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OPENING STATEMENT OF

THE HONORABLE ELLEN TAUSCHER (CA-10)
TRANSPORTATION AND INFRASTRUCTURE COMMITTEE
U.S. HOUSE OF REPRESENTATIVES

Hearing on
The National Surface Transportation Policy and Revenue Study Commission Report

Thursday, January 17, 2008
2167 Rayburn House Office Building

Chairman Oberstar, I would like to thank you for holding
this important hearing on the recently-released National
Surface Transportation Policy and Revenue Study

Commission report.

We established the Commission in the 2005 SAFETEA-LU
Bill and gave it broad discretion to investigate the future

demands on our nation’s surface transportation system.

We also asked the Commission to forecast the funding
levels that will be necessary to maintain and improve our

transportation infrastructure in the future.
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I would like to commend the Commission for their work.

The twelve Commissioners produced a ground-breaking
report, which will assist this Committee as we seek to

construct a new transportation plan for our nation.

I would like to recognize my good friend, Steve Heminger,
the Executive Director of the Metropolitan Transportation

Commission in San Francisco.

Steve and I have known each other for many years, and |

commend him for his contribution to this report.
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Unfortunately, many of my colleagues have chosen to
focus solely on the proposed funding mechanisms in this
report. While such discussions are ultimately necessary,

they are premature today.

First, we must examine the structure of a new plan for our

transportation infrastructure.

Increasing mobility within the most congested cities must
be a priority. Metropolitan areas of more than one million
people comprise sixty percent of our nation’s population,
but these areas produce eighty-five percent of traffic

congestion, transit ridership, and exposure to auto-related

air pollution.
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In the future, we must provide additional public
transportation options to reduce bottlenecks on highways

and manage population growth.

I commend the Commission for presenting innovative

ideas. This report will help our Committee produce a new

transportation plan in the coming months.

[ yield back the balance of my time.

i
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Chairman Oberstar, Ranking Member Mica, committee members, fellow commissioners:

Thank vou for the opportunity tn serve on this important Commission and 1o assist it in
its work. It has been a pleasure to interact with such distinguished colleagues. In the end I
found myself unable to agree with the majority of my fellow commissioners on several
important recommendations. However, I want to emphasize that we did agree on a
number of key issues, and that T have the utmost respect and admiration for my
colleagues on the Commission. Working with them has been a distinct honor and a
privilege.

I believe that the critical difference between my view and that of the majority comes
down to the question of whether the formidable transportation problems now facing our
nation are primarily a matter of raising additional revenue through higher taxes, largely
within the existing policy framework, or whether a fundamental change in our
transportation policy approach is needed. I believe that we must fundamemaily change

IRy R S S S 5. S S
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A New Policy Approach

Cur carrent approach, and that recommended in the 1majority report, is 10 1aise reveiue
through taxation, and then to direct transportation resources by command in a way that
we think 15 most etficacious. In our society, excepting perhaps national defense, the type
and quantity of the goods and services we consume are not determined in this manner.
They are not determined that way even for services that we consider to be public utilities
or network industries, such as gas, telecommunications, and many others.

The policy approach [ recommend instead places increased reliance on market forces to

allocate resources to where thev are most neaded. Tha technoloey exists fr\r"fﬂx tn rharna
allogate resources vRere Ingy are most neeged. 1ne techneiogy exists o {0 charge

users directly for their road use, without costly delays to pay tolls. As most economists
recognize, the ability to charge users directly for their use of a good or service is a critical
precursor to fundamental policy change.

The direct pricing of road services allows customers to face the full, true cost of using a
particular road. That is a very good thing. When consumers face that cost, they will take
it into account in their decisions about when and how to use the road. They will conserve
on the use of a particular road at a particular time when it is economically sensible to do
so. This will help to balance the capacity, or supply, of the road and the demand for it.
The current approach to road funding does not result in consumers facing accurate
information about the cost of using a road, and they thus do not conserve on its use. The
result is traffic congestion in many areas.

Such technological developments allow consumers to face not only the direct costs of
using a road, such as wear and tear, but it also lets them know of important costs they
impose on others when they use a road. The choice of one consumer to use a road
imposes a cost on all other consumers who are trying to use that road at that same time.
Those costs are known as congestion costs, and they are likely to be the largest costs
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associated with the use of many roads and highways in the United States today. A new
policy approach focused on proper pricing would give consumers the information and the
incentive to conserve on road use when it is most important to do so, which would
alleviate traffic congestion.

However, there is another salutary aspect of moving toward direct road pricing that may
be even more important. The price that consumers are willing to pay to use a road gives
unbiased information on how much they value that road. If consumers are willing to pay
more to use a particular road at a particular time, then they value that road more than
another. Resources to maintain and expand roads can therefore be spent where consumers
have indicated (through their willingness to pay) that they most value the road’s use.
Road pricing thus provides a crucial link between how much consumers value a road and
the supply of that scarce road capacity.

This link is critical to establish because the alternative, which we rely on currently, has
proven to be unworkable. That alternative is to direct transportation dollars to roads and
highways using the political process. Unsurprisingly, this process has resulted in
transportation dollars being spent unwisely. This is indicated not only by increased
earmarking in transportation legislation, but also by academic studies showing that
transportation spending has very low rates of return, and does very little to reduce
congestion. There is simply no reason to believe that the political process will direct
dollars to the most economically valuable projects. Indeed, in the absence of pricing of
roads, it is impossible to know which projects consumers value the highest. Pricing must
be instituted so that we can know which projects are most valuable, and thus where to
spend our scarce transportation dollars,

The fundamental problem facing much of our transportation system today is an
imbalance between the road capacity available at any given time and the demand for it.
That imbalance can only be corrected through proper pricing. Unfortunately, the majority
report suggests restrictions that would actually constrain the use of pricing relative to
current law. Basic economics indicates that further constraining the use of pricing is
unwise. Such restrictions should not be adopted.

The Funding of Infrastructure

The direct charging of customers for road use has another critical implication. When
customers can be charged for road use, there is no reason to use the political mechanism
to tax and then redistribute funds via the political process. Instead, investors will be
willing to put their own capital at risk to fund those projects. Indeed, billions of dollars in
private capital stands ready to fund U.S. infrastructure now.

The introduction of private investment has four salutary effects, among others. First, it
ensures that transportation projects will, in fact, be adequately capitalized. Second, it
transfers risk from taxpayers to private investors, who bear the risk voluntarily. Third, it
ensures that transportation dollars will be spent where they are most needed by
consumers, rather than where they provide the most political gain. Fourth, private owners



75

will have strong incentives to maintain and manage the infrastructure in a way that
maintains its value through time.

Again, the recommendations in the majority report would place additional restrictions on
the use of private capital in the funding of U.S. transportation infrastructure. There is no
policy justification for such restrictions, and they should not be adopted. Rather, all
possible steps should be taken to encourage private investment in our nation’s
infrastructure.

The Federal Role

The Commission had many months of hearings, testimony, personal study, and internal
discussions. After that inquiry, however, I was unable to discern a solid policy rationale
for collecting tax revenues at the state level, and sending them to the Federal government
for redistribuiion back to the states io fund iranspc:riaiiun nfrastructure, I believe there is,
CVCT, a rationale for Tederal DPIOY ision of a core s¢et uf what could be called “D‘ hlic
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The lack of a compelling rationale for Federal funding of transportation infrastructure
was one of the reasons I could not agree with the majority’s recommendation to increase
the gas tax This was coup!ed with the troubling extent of earmarking in recent

; mcreasedyspcndmg on c;opaestmn und,@r. the curregt,,syst,@m, as mentioned above.

It is also important to consider that the gas tax is a regressive tax, in the sense that it is
borne disproportionately by the poor and middle class. To raise such tax at a time when
the country is increasingly concerned about the issues of inequality, and when households
are spending larger portions of their budgets on fuel, would require a compelling policy
justification. I was unable to find such a justification. Increasing the gas tax will only
serve to perpetuate an inappropriate policy approach to surface transportation.

Although the majority on the Commission mentions in several places that it supports
new, innovative, and market-oriented ways to fund and manage surface transportation, its
recommendations would actually have the effect of constraining those mechanisms. I thus
found myself unable to endorse the majority approach.
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Response to Questions from Rep. Christopher Carney
Comumnittee on Transportation and Infrastructure
January 17, 2008

~

From

Mr. Raymond R. Geddes
Commissioner
National Surface Transportation Policy and Revenue Study Commission

Question 1: In many places, people drive not because they want to, but because there are
few practical alternatives. Enhancing transit usage, which has many benefits that include
easing congestion to helping improve air quality, means addressing the broader issues of
transit supportive urban planning, zoning, and land-use — Can you comment?

Answer: ] agree that transit use has many advantages. If those systems provide economic
benefits to riders, as your question suggests, then the riders will be willing to pay for that
service and the systems will be self financing. If that is the case, there is a large role for
private investors to fund those systems (i.¢. they need not be provided by transit
agencies). Even if revenue from fares did not cover the use of such systems, and it was
determined that subsidies were desirable, there would still be an important role for private
financing of those systems. Concessionaires could simply bid on the basis of the smallest
subsidy that they would accept to finance the system (rather than on the largest
concession payment). Indeed, this is that way that some toll roads are currently financed
in Spain.

Question 2: Should Federal transportation policy create incentives for transit agencies to
work collaboratively with communities to develop Transit/mixed-use (TMU) zoning
districts in the areas adjacent to transit stations?

Answer: That seems wise, but I do not believe that such relatively minor changes will
have a substantial impact on the transportation problems facing America. I believe that a
sea chance in our policy approach is called for. Elements of that approach (which include
value pricing and more private investment) were outlined in the Commission’s minority
report, which I signed.

Question 3;: What role do tax incentives play in the development of energy saving
technologies? In other words, do these technologies have a realistic chance of being
developed and implemented without financial incentive in the form of tax incentives
among others?

Answer; Around the world, government’s record in targeting and picking the winning
and losing industries and technologies is very poor indeed. I believe that it is better-for
government to simply provide a level playing field for all technologies and then allow the
marketplace to sort out which are successful and which are not. If technologies are
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energy saving, then consumers stand to realize those efficiencies, and will be willing to
pay more for such technologies,
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Response to Questions from Ranking Member Duncan
Committee on Transportation and Infrastructure
January 17, 2008

From

Mr. Raymond R. Geddes
Commissioner
National Surface Transportation Policy and Revenue Study Commission

_Question 1: The Commission recommends raising the gas tax by 25 to 40 cents per _
gallon. How does the Commission justify this enormous increase in the gas tax,
copsidering that gas already costs more than $3.00 a gallon?

Answer: | disagree with the majority’s view that fuel taxes should be raised, That is why
1 signed on to the minority report, which does not recommend a gas tax increase. Among
the many reasons for my disagreement with the majority on this are;

o The fuel tax is a highly unreliable source of funding, with revenues failing as gas
consumption falls, and vice versa. The system needs a more reliable funding
source.

o Funding transportation with fuel tax revenue is fundamentally at odds with
numerous national policies that discourage fossil fuel consumption. This makes
funding even more unreliable.

» The distribution of fuel tax revenue has become highly politicized in recent years.
It is not being spent on those projects with the highest economic return. It is
unlikely that this trend will be reversed.

¢ One of the main problems facing the current system is rising traffic congestion.
Studies show that increased taxes and expenditures under the current approach do
very little to address that problem.

Question 2: Transportation funding has increased rapidly in the last few years but system
performance has continued to decline. Why do you think a gas tax increase, which creates
additional funding, would solve the system performance problem?

Answer: I do not believe that an increase in the gas tax would address the decline in
system performance. That is one reason why I did not sign the majority report. I believe
that the only solution to declining system performance is tolling, where tolls are value
based, combined with increased use of public-private partnerships. That is, tolls need to
vary in a way that regulates demand for use of the facility at that time of day.

Question 3; The Commission recommends moving to a vehicle miles traveled (VMT) tax
to replace the motor fuels tax by the year 2025. Why would it take so long to accomplish
this transition?
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Answer: I did not agree with the majority on this point either, which is another reason I
signed the minority report instead. I believe a VMT, or direct user fee, could be done
much sooner. Indeed, Oregon completed a highly successful pilot study testing actual
VMTs, and Rhode Island recently suggested its introduction. The technology is
completely in place. It is only a matter of willingness to adopt the new approach. I
believe that, with sufficient willpower, it could be done in the next few years.

Question 4: The Commission report states that the U.S. needs to invest at least $225
billion annually for the next 50 years to upgrade our existing transportation network.
Currently, how much does the U.S. annually invest in transportation infrastructure? How
does this amount compare with other countries that now have or will have good ___
transportation systems?

Answer: Ido not recall the exact current investment number offhand, but it is
significantly below the $225 billion. Regarding other countries, the Commission did not
examine policies in other countries in detail, which I believe was a major failure. If it
had, it would have discovered that other countries (including Japan, Canada, Chile,
France, Spain, Portugal, and Italy among many others) allow a much greater role for
private investruent in surface transportation infrastructure investment than currently takes
place in the U.S. As a result of facilitating private investment, those countries have very
well financed transportation systems. It is worth noting that, even in the United States,
most other utilities (electricity, gas, telecommunications) are funded primarily with
private investment. All of those systems are well-financed,

Question S: In your testimony, you recommend that all 108 surface transportation
programs be consolidated under 10 general subject areas. It appears that you are merely
reorganizing existing programs into more general issue areas; how will this translate to
more successful federal programs?

Answer: I disagree with the majority on this as well. I do not believe that this
consolidation reflects a fundamental change in transportation policy and thus would have
little impact on performance outcomes, such as road quality, time to destination, bridge
and tunnel maintenance, etc, Nor would it affect incentives. I believe that much more
fundamental changes are called for, such as a switch to better funding and financing
mechanisms.

Question 6: Please detail your recommendations for how to shorten the time it takes to
complete environmental reviews and secure permits for transportation construction
projects.

Answer: I do not believe that times will be shortened under the current policy approach,
Calls and general exhortations to streamline the NEPA process will do little. I believe
that the increased use of public-private partnerships (PPPs), which introduce a party that
has very strong financial incentives to complete projects in a timely manner, will shorten
project completion times. If desired, I can provide data from other countries that indicate
that PPPs reduce project completion times by 50 percent or more.
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Question 7: What should the federal role be in regard to public transportation?

Answer: I assume by this that you mean fixed guide way train systems, such as light rail
and subways. I do not believe that the federal government should provide those systems
with any special subsidies. If those systems provide economic benefits to riders (such as
congestion free, timely travel), the riders will be willing to pay for that service and the
systems will be self financing. If that is the case, there is again a large role for private
investors to fund those systems. Even if revenue from fares did not cover the use of such
systems (and it was determined that subsidies were desirable), there would still be an
important role for private financing of those systems. Concessionaires could simply bid
on the basis of the smallest subsidy that they would accept to finance the system (rather
than on the largest concession payment). Indeed, least-acceptable-subsidy bidding is how
some toll roads are currently financed in Spain.

Question 8: What does the public transportation community think about the report?
Won’t public transportation run the risk of getting less federal funding under your
proposal than it now receives?

Answer: I do not know what the reaction was from the public transportation community
per se. I do know that the reaction of the transportation policy community to the majority
report was quite negative. Since I did not sign the majority report, I am not in a position
to defend its impact on public transportation funding.

Question 9: In the transportation community, there has been a lot of talk regarding the
benefits of public private partnerships. Why didn’t the Commission spend more time
discussion this financing option?

Answer: I believe that the failure of the Commission’s majority to thoroughly and
objectively study PPPs was a major failure on the part of the Commission, particularly
given the overwhelming success of PPPs in other countries, I decided to study PPPs on
my own, and have discovered a vast array of benefits of both greenfield and brownfield
PPPs. Those benefits could be realized in the United States. I believe that everything
should be done to encourage their increased use. In fact, 1 became so convinced that PPPs
are beneficial that I decided to write a policy monograph on their use in funding U.S,
transportation infrastructure.

Question 10: Among public funding, increased private funding, more tolling, and new
and innovative funding mechanisms, which source will raise the most revenue over the .
longest amount of time? Which source will be the most sustainable? And which one will
be most palatable to the American public?

Answer: I believe that public funding through fuel taxes will decline rapidly in
importance and sustainability over time. As motorists choose to drive more fuel efficient
cars and as U.S. policies to discourage fossil fuel consumption begin to bind, revenue
from that source will become less stable and will decline. That source should not be
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relied on. In contrast, tolling and PPPs will provide greater fractions of transportation
funding. Revenues from those sources have proven to be highly sustainable and reliable.
Regarding palatability, I believe that Americans will begin to accept more tolling and
private participation as their experience with those approaches increases. Motorists in
other countries that have used tolling and PPPs for decades have come to accept them.

Question 11: The Commission recommends an independent National Surface
Transportation Commission (NASTRAC) modeled on the Postal Regulatory
Commission, the Base Closure Commission, and state public utility commission. What
aspects of those groups should the NASTRAC incorporate and why?

Answer: I was one of the commissioners who suggesting study of a NASTRAC-type
approach, in part because I have written extensively about regulation of the U.S. Postal
Service (hence the reference in the report to the PRC). After that invetigation, I became
convinced that a NASTRAC approach should bé rejected for transportation. I came to
believe that it would not be adopted, but that if it were its decisions regarding distribution
of funds would quickly become just as politicized as those made currently. I concluded
that NASTRAC was inappropriate in this case, and would not help much.

Question 12; The restrictions that the Commission recommends placing on congestion
pricing and leasing of highways by private companies seem to put these financing options
at an artificial disadvantage relative to traditional funding sources such as fuel taxes. Can
you explain the thinking behind this recommendation?

Answer: ] also disagree with the majority’s recommendations in this regard. I think it
would be a profound mistake to place added restrictions on either congestion pricing or
on highway leasing, given that these are, in my view, the two critical steps in reforming
U.S. transportation policy. I believe that each would generate an array of benefits, and
every effort should be made to encourage rather than discourage them.
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Written Statement
Commissioner Matthew K. Rose

Hearing before the House Committee on Transportation and Infrastructure

on the Findings of the National Surface Transportation Policy and Revenue Study
Commission
2165 RHOB, 10:00 a.m., January 17, 2008

Good morning Chairman Oberstar, Ranking Member Mica and Members of the
Committee. [ want to thank you for the opportunity to appear before you today to discuss the
National Surface Transportation Policy and Revenue Study Commission’s report and findings.

At the outset, I would like to say that it has been an honor to serve on this Commission
and 1 was privileged to work with my fellow Commissioners, each of whom brought a unique
perspective to our work and from which I learned a great deal. T would also like to thank
Department of Transportation Secretary Mary Peters, former Transportation Secretary Norm
Mineta and acting Transportation Secretary Maria Cino for their collective leadership in chairing
the Commission. I can tell you that considering the expertise and strongly held views of the
Commissioners, leading this group was no small task.

My own perspective, of course, is shaped by my long career in the freight logistics
business, and 1 should make it clear that I speak only for myself, as a Commissioner, and not for
the railroad industry as a whole. The Commission’s deliberations addressed a number of issues
about which a railroad CEO naturally has some skepticism — such as expanding the highway
system, a larger passenger rail program and a federal freight program partially funded by a user
fee. Thus, it was important to me that the Commission’s recommendations, especially those for
achieving freight and passenger mobility goals, were effective and not made at the expense of

stakeholders in America’s freight system. I believe the Commission generally has succeeded in

this regard and that the Commission’s proposals on these subjects should be carefully considered
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by Congress as it develops a comprehensive transportation program aimed at sustainably
preserving mobility and economic growth.

Regardless of whether some or all of the Commission’s recommendations are enacted by
Congress, I believe this report is an unqualified success in demonstrating to Congress -- and the
drivers and consumers who elect them -- that freight mobility is essential to jobs, global
competitiveness and quality of life.

When the Commission began its deliberations and receiving the views of the public
almost two years ago, it was clear to me that key transportation, economic development and
academic experts understand how critical freight transportation is to the United States’ economy.
Witness after witness from every part of the country underscored the importance of decongesting
and expanding freight networks. Frankly, I was a little surprised and quite pleased at how the
importance of freight mobility is increasingly appreciated outside of the logistics community.

Goods movement became a fundamental element of the Commission’s work. The
Commission made policy and programmatic recommendations to promote efficient freight
networks, in contrast to the nearly exclusive focus on passenger mobility in all of the preceding
comprehensive surface transportation laws. In faimness, things are different today than they were
even at the time of enactment of the last surface transportation bill. Fundamentally, what the
Commission has found is that we are at a freight capacity tipping point. Freight capacity — for all
modes — is tight, reflected in higher costs to the supply chain and consumers and in the
environmental impacts associated with congestion and increased volumes.

From my point of view, one of the most important byproducts of this report is a study
which benchmarks current U.S. freight rail capacity in key corridors and projects needed

capacity into the future, based on freight volume growth levels presumed by the Commission’s
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report. Such a study has never been done before; it was not necessary. Now, however, the
economy has grown into the freight rail network, and policy makers should have a better
understanding of what that means, the consequences of inaction and recommendations for a path
forward.

As many of you on the dais know, I invariably ask elected officials to weigh policy
proposals against whether implementation will result in more freight capacity, or less. The
Cambridge Systematics/AAR study tells us how much more freight rail capacity the country
needs if we want to continue to realize the economic and environmental benefits of an efficient
national freight rail network. Understanding future freight rail capacity needs will also help
policy makers evaluate whether public policy proposals — on passenger rail, public-private
partnerships, economic and other regulation — help achieve needed freight rail capacity
expansion, the vast majority of which has been, and will continue to be, privately funded and
maintained by the railroads.

The Commission concluded that freight rail capacity needs to be expanded systematically
over the next 15, 30 and 50 years, and also determined that freight rail market share should be
increased. Significantly, the Commission recognized that private investment is the key driver of
freight rail network expansion. I know first-hand that if government regulation — economic,
safety, security, environmental, labor — is not based in cost-benefit analysis and an understanding
of the impact of implementation on re-investment, it will choke off private spending on
expansion capital. Obviously, railroads are not the only private sector provider of transportation
to whom this principle applies. Thus, the Commission found that rational regulatory policy is

important to successfully promoting investment and productivity for all of the nation’s private
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sector providers of transportation. [ think this is one of the most important conceptual
underpinnings of the report.

The Commission also recognized the value of tax incentives in spurring needed
investment in capacity expansion. It recommended a federal investment tax credit as a way to
expand rail network capacity. This has been proposed by the freight rail industry as a way to
invest faster to meet market demand. The expansion tax credit, together with immediate
expensing of the remaining 75% of capital investment, would reduce expansion project costs by
approximately 30%. The net effect is that project return would increase by 3% to 4%, making
the investment in expansion more likely and occur sooner. It is enough of an incentive so that a
good investment will be made earlier, but not enough to spur a bad investment. I believe that the
Commission’s recommendation extends also to the maintenance tax credit needed by the short
line industry.

Beyond tax policy, the Commission made new freight mobility programmatic
recommendations to the surface transportation programs that this Committee should seriously
consider. Specifically, the Commission recommended a freight program which is intended to
afford broad flexibility to implement freight-related projects that are currently beyond the
traditional modal authorizations. With regard to freight rail, the Commission recognized that
there are projects that produce substantial public benefits but from which railroads would not
benefit enough operationally to make the investment on their own. These projects might reduce
vehicular congestion, transportation environmental impacts or even improve freight efficiency;
however, there is a higher need for the railroad’s finite investment dollar elsewhere. This
proposed freight mobility program helps bridge the gap between the projects in which the

railroads must invest to keep networks strong and expanding to meet market demand and
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projects which serve national, state and local freight mobility goals. Projects eligible for the
freight mobility program would serve the public interest in improving mobility and eliminating
chokepoints, and their related environmental impacts.

The Commission envisioned eligible public-private partnership projects to include
intermodal connectors, strategic national rail bridges where the cost of construction exceeds
return on private invested capital, train control technology and assistance in corridor
development. In addition, eligibility would include development of “green” intermodal facilities
and operations, and on/near dock facilities, which can reduce vehicular congestion, emissions
and noise and can improve safety.

Proposed projects would be the product of cooperation between freight railroads and the
public sector — as they are now — but with the formality and planning imposed by a National
Freight Transportation Plan which calls upon federal, state, local and private stakeholders to
evaluate projects using cost-benefit analysis. This process also will formally implement the
principles recognized by the Commission that public entities and private entities should pay for
their respective benefits, that publicly-funded projects should not require non-economic private
investment or service, and that public investment should not supplant, diminish or strand private
investment.

The Commission made a recommendation that more funding from a variety of sources
should help pay for the projects undertaken through this program. These include gas tax
revenues, a portion of the existing Customs revenues, and potentially a freight fee and any
carbon-related revenues that may result if Congress regulates green house gases. In addition, the

Commission acknowledged that freight projects should receive funding from other programs —



88

environmental, passenger rail, transit, metropolitan mobility — if they meet the goals of those
programs.

1 believe that, since trade is the key driver for these increasing volumes, Customs duties
are an appropriate stream of revenue for funding a freight program. Customs duties have the
added benefit of not displacing freight between ports of entry, and collection and administration
is already established. Dedicating 5% of current Customs duties for investment in freight
projects would generate about $1.8 billion annually and $20 billion cumulatively through 2017.
Dedicating 10% of current Customs revenues would yield $3.6 billion annually and $49 billion
cumulatively through 2017.

The Commission was not specific about the form of any freight fee which Congress
might authorize — such as a container fee, or waybill surcharge. However, it did correctly qualify
that any fee considered by Congress should be designed to ensure that commerce is not
burdened. At the same time, Congress should ensure that local and state proliferation of such
fees are, in general, preempted. In addition, no mode of transportation or port of entry should be
unduly advantaged or disadvantaged. A national freight fee is preferred to individual state fee
initiatives that are now emerging in several states, which may inadvertently distort global trade
flows and result in diverting congestion from one port region to another. A national fee is the
best way of keeping a level playing field across national freight networks.

The Commission also found that a fee must be designed to ensure that the ultimate
consumer bears the cost. This means that any freight fee is paid by the beneficial cargo owner,
not transportation intermediaries such as steamship, trucking, or rail companies. An issue with

fees assessed against carriers is their inability to pass these fees on in a competitive marketplace,
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which will result in reducing their ability to re-invest. Furthermore, the administrative burden to
bill and collect a federal freight fee should not be put on the private sector.

The Commission recognized that the payors of such a fee must realize the benefit of
improved freight flows resulting from projects funded by the freight program. Thisisa
fundamental user fee principle. It is essential to recognize that any freight fee is the shipper’s
money - private funding — which should be invested in ways that result in increased freight
velocity, capacity and additional reliability. It will take additional revenues from all sources —
including gas taxes, Customs duties and potentially revenues from any greenhouse gas regulatory
program — to better meet the public’s mobility and environmental goals.

I expect that freight stakeholders and Congress will have a strong debate about specifics
of a freight fee and whether a “freight trust fund” should be created to administer it. The rail
industry has long been opposed to that concept because there is little “trust” that the funds would
flow to projects that meet the goals of an integrated goods-movement strategy — versus the
political earmarking process. The Commission called upon Congress to create an accountable
and transparent programmatic linkage between an assessed freight fee and the selection and
funding of projects that facilitate growing trade-driven freight volumes.

In my opinion, conditions placed by Congress around the use of the freight fee will be
critical to whether freight stakeholders are able to come to agreement on such a proposal. To
ensure the wisest use of resources, the Commission recommended the development of a National
Freight Plan and a NASTRAC to ensure that only effective, high priority projects would receive
funding. In the absence of some kind of strong program governance for funding freight projects,

1 could not support any freight fee and related freight trust fund.
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Next, I would like to address the passenger rail recommendations of the Commissions
findings and recommendations. I believe that it is self-evident that passenger rail has a place in
America’s transportation future, given the energy and environmental challenges this country
faces.

First and foremost, this country should raise its sights and view separated right of way,
high speed passenger rail as a starting point, rather than an end point, of its passenger rail vision.
Incrementalism — where more passenger rail is added to existing freight networks until capacity
is full - will be frustrating and potentially counterproductive in light of growing freight volumes.
This Committee should commit itself to a bold vision of high speed passenger rail in the next
transportation bill.

However, the current reality is a system of joint use by freight and passenger rail. While
the Commission envisions high speed rail, it also addressed the joint use model and, in so doing,
was clear about the need to protect and expand the underlying freight network. Throughout the
Commission’s passenger rail discussions, it recognized that it is nonsensical to impede
operations and expansion of freight rail, the most fuel- and cost-efficient and environmentally
friendly means of moving growing volumes, thus driving freight to the nation’s highways. That

is an important externality in any cost-benefit analysis.

Specifically, the Commission upheld the principle that access by passenger providers to
freight rail networks, where reasonable, must be negotiated at an arm’s length with freight
railroads, and the impact on present and future corridor capacity must be mitigated to ensure that
rail freight capacity is not reduced, but enhanced. This recognizes that speed differences

between passenger and freight trains and certain well-defined passenger service requirements
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must be taken into account and that there must be a fair assignment of costs based on the on-
going cost of passenger services. These costs include the cost of upgrading and maintaining
track, signals and structures to support joint freight and passenger operations and the costs
associated with sealed or grade separated joint use corridors. Finally, it goes without saying that
all host railroads must be adequately and comprehensively protected through indemnification
and insurance for all risks associated with passenger rail service. In short, the Commission’s
vision recognizes that in order to be a true transportation alternative for Americans, passenger
rail cannot be achieved on the cheap, as it has been to date.

I’d like to point out the other findings and recommendations in the report that have
positive implications for freight mobility. The Commission made extensive recommendations
for streamlining the project permitting process and specifically recognized that privately funded
freight rail projects often face the same costly challenges and delays. In our discussions, the
importance of preserving federal pre-emption in this regard was recognized. In addition, the
Commission recommended an environmental stewardship program which recognizes ways to
improve the environmental impacts of freight operations. The recommendations envision tax
incentives for deployoment of cleaner locomotives, and funding for retrofitting locomotives with
clean-burning technology

I believe the Commission succeeded in this report in bringing the rail sector to the policy
table in a way that has never been done before. The Commission recommends a more mode-
neutral approach that allows policy makers to recognize freight rail’s inherent cost effectiveness,
fuel efficiency and environmental sustainability in program and project funding decisions.
That’s new, and it should help level the playing field between modes and result in greater

benefits to drivers, communities and the environment.
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In conclusion, it is a privilege to transmit the Commission’s findings to you and formally
conclude the work you asked us to do. I am confident that the call to action which the
Commission makes will be carefully evaluated by this committee, which has always valued its
role first and foremost as stewards of the nation’s transportation system. I look forward to your
deliberation of these findings, and those of others yet to come before you, as you prepare for

what may be one of the most important reauthorization bills yet.
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Questions for the Record for Mr. Matthew Rose
Commissioner
National Surface Transportation Policy and Revenue Study Commission
Questions from Rep. Christopher Carney
Committee on Transportation and Infrastructure Hearing
January 17, 2008

* In many places, people drive not because they want to, but because there are few
practical alternatives. Enhancing transit usage, which has many benefits that
include easing congestion to helping improve air quality, means addressing the
broader issues of transit supportive urban planning, zoning, and land-use--Can you
comment?

I agree with that statement. Furthermore, [ believe that a more sophisticated. less stop-
gap approach to planning should be brought to freight facility development and
expansion. If communities planned for freight zones — long in advance of needing them —
by setting aside land, limiting construction up against freight rail rights of way and
making the permitting process for needed freight projects less opaque and potentially
dilatory, the “NIMBY” effect currently associated with accommodating more, needed
freight flows would be reduced. Quality of life in communities with freight impacts
would be improved- including air quality and congestion.

* Should Federal transportation policy create incentives for transit agencies to work
collaboratively with communities to develop Transit/mixed-use (TMU) zoning
districts in the areas adjacent to transit stations?

These proposals should be favored by federal policy and funding, if such a proposal helps
state, local and regional governments meet transportation performance objectives. Under
the Commission’s recommendations, those objectives include reducing VMT. Thus, a
TMU would be incentivized under federal policy, if it was shown to achieve that
objective within a jurisdiction.

* What role do tax incentives play in the development of energy saving
technologies? In other words, do these technologies have a realistic chance to be
developed and implemented without financial incentive in the form of tax incentives
among others?

There is a substantial role for tax incentives in developing these technologies, if the
incentives are sustained over a long enough period of time to allow the participating
industries to pull the investment forward to achieve the technology outcome Congress
seeks. In the rail industry, we have proposed a tax credit of 25% to incent the freight rail
companies to expand capacity beyond that which is called for by current market
conditions. This is to anticipate the inevitable increase in freight that DOT and other
objective entities forecast over the mid- and long-term, and to realize the emission and
fuel efficiency benefits of rail. Expanded freight rail - which will accommodate taking
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more truck miles off of highways — is an important energy saving technology which has
no speculative, or long-term, technological outcome associated with it.
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Questions for the Record for Mr. Matthew Rose
Commissioner
National Surface Transportation Policy and Revenue Study Commission

Questions from Ranking Member Duncan
Committee on Transportation and Infrastructure Hearing
January 17, 2008

* The Commission recommends raising the gas tax by 25 te 40 cents per gallen. How
does the Commission justify this enormous increase in the gas tax, considering that
gas already costs more than $3.00 a gallon?

The price of gasoline has fluctuated recently between $4.00 and $2.25. As prices fall, it
is a propitious time to consider how to increase the fuel tax in such a way that does not
adversely affect the economy or the average American’s pocketbook. Congress should
consider creating a mechanism for raising the gas tax when fuel prices are low and easing
it as prices rise.

* Transportation funding has increased rapidly in the last few years but system
performance has continued to decline. Why do you think a gas tax increase, which
creates additional funding, would solve the system performance problem?

While additional transportation funding would be an important step in meeting system
demand, it alone will not increase performance. It’s not clear that under the current
system of programs that capacity could be adequately increased- given the inefficiency in
program delivery and the lack of flexibility that state and local governments have to make
the project choices with federal dollars that result in projects that meet the goal of
reduced VMTs.

* The Commission recommends moving to a vehicle miles traveled (VMT) tax to
replace the motor fuels tax by the year 2025. Why would it take so long to
accomplish this transition?

The Commission heard testimony that the process of transition is complicated by the lack
of current technology to track the VMT for which drivers would be differentially charged
and a simplified means of assessing those charges. However, progress is underway in
this arena. Oregon has a pilot project that is very worthy of modeling elsewhere. For
example, its truck traffic pays a weight and distance fee that potentially could resultin a
much fairer allocation of cost relative to use of the road. Since the answer lies in
technology, the Commission was confident that the outcome would be favorable, but it
did not want to over-promise the timing for delivery, given the current state of
technology.

* The Commission report states that the U.S. needs to invest at least $225 billion
annually for the next 50 years to upgrade our existing transportation network.
Currently, how much does the U.S. annually invest in transportation
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infrastructure? How does this amount compare with other countries that now have
or will have good transportation systems?

Currently, the U.S. spends about $154 billion annually on transportation from all sources;
the backbone of the program is the Highway Trust fund, which supports $87 billion in
funding annually for highways and transit. The privately held freight rail industry spends
$10 billion annually. (It’s worth pointing out that each year, BNSF Railway spends more
on its rail right of way than every state except Texas, Florida and California spend on
their highway facilities.)

By comparison, adjusting for purchase power parity, China invested $363 billion on
highways alone in the last year. India, according to a recent USA Today article, has
tripled their infrastructure spending to $500 billion a year. While it appears that
Congress will consider a stimulus proposal that contains funding for transportation, the
Nation needs an ongoing surface transportation program that is well-funded, reflecting
the priority that infrastructure assumes in our economy.

* In your testimony, you recommend that all 108 surface transportation programs
be consolidated under 10 general subject areas. It appears that you are merely
reorganizing existing programs into more general issue areas; how will this
translate to more successful federal programs?

If the federal government’s role is institutionalized around a more simplified, focused set
of priorities from which accountability and performance flow, the public is better served.
Efficiency is realized through the saving of administrative costs of eliminating 108
different programs alone, along with organizing oversight/administration activities along
desired outcomes. However, most significantly, when federal goals are objectified along
priorities, not a multitude of complex programs which even the state Departments of
Transportation contend result in contrary/unintended consequences, the public is more
willing to support them financially and politically.

* Please detail your recommendations for how to shorten the time it takes to
complete environmental reviews and secure permits for transportation construction
projects.

The Commission stated that, “Simply put, the Commission believes that it takes too long
and costs too much to deliver transportation projects, and that waste due to delay in the
form of administrative and planning costs, inflation, and lost opportunities for alternative
use of the capital hinder us from achieving the very goals our communities set.” The
Commission recommended that a series of reforms be advanced to address problems with
the project development process. They appear on page 14, Volume I of the report.

The Commission’s point often applies to rail infrastructure expansion projects, including
projects that involve little or no public financial participation and are constructed entirely
in private right of way. In cases of local opposition, railroads try to work with the local
community to find a mutually satisfactory arrangement. These efforts are usually
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successful. When agreement is not reached, however, projects can face seemingly
interminable delays and higher costs. For example, one of the final projects to complete
double-tracking BNSF’s “superhighway” mainline between the Ports of LA and Long
Beach and Chicago is in Abo Canyon, New Mexico. BNSF estimated that permits
reasonably should be received in 6-12 months. The process took a little over 3 years. A
single land owner, through litigation and administrative process, added $ 25 million
dollars to the cost of the project through delay. (Additional costs are associated with
engineering, legal, mitigation and construction inflation costs).

* What should the federal role be ‘in regard to public transportation?

My own view is that federal facilitation of local, state or regional government
implementation of public transit should be simplified so that hurdles to bringing transit
choices to Americans are reduced. However, [ also believe that the Federal share of
funding in a more simplified transit equation should come with greater non-federal
funding commitment than is currently contained in federal statute. This will impose local
political and fiscal discipline on projects that an FTA cost-benefit analysis likely could
not, Many jurisdictions have shown that, balancing local-only funding with the absence
of meeting FTA application requirements is a worthwhile gambit, if the local support
exists. Other examples show us that local and state transportation entities will ante up
more funding than their match if it means more certainty in getting a federal share.
Either way, it shows that local support can best determine whether a transit project will
be successful. 1f non-federal funding is significant enough, it should make the federal
share a surer thing and ensure quicker project implementation.

* What does the public transportation community think about the report? Won't
public transportation run the risk of getting less federal funding under your
proposal than it now receives?

There was nothing in the report that was intended to reduce support for public transit. In
fact, it is more likely under the Commission’s recommendations that additional transit
potentially would meet several performance objectives for federal funding criteria-
reducing VMT, emissions, fuel usage, congestion — and, therefore, should be a favored
use for federal funding in an outcome-based program,

* In the transportation community, there has been a lot of talk regarding the
benefits of public-private partnerships. Why didn't the Commission spend more
time discussing this financing option?

We deferred in part to the other commission’s recommendations, which we knew would
be forthcoming after the issuance of our report. However, there is also a bias on this
Commission in favor of Pay as You Go transportation funding. We recognized that debt
has its place in transportation funding, especially when investment is so sorely needed,
but that the backbone of the Nation’s largest infrastructure expenditures should continue
under Pay as You Go. Furthermore, we believe that if an infrastructure program is
effective, users are likely to be willing to pay for it. Therefore, we recommended both
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program reforms as well as increased gas taxes to fund investment. Neither of these
recommendations precludes financing as an option where it can be sustained.

* Among public funding, increased private funding, more tolling, and new and
innovative funding mechanisms, which source will raise the most revenue over the
longest amount of time? Which source will be the most sustainable? And which one
will be most palatable to the American public?

No one funding source can sustain the infrastructure needs of the largest economy in the
world. Transportation investment is a pay now or pay later proposition- Americans will
pay more gas taxes, tolls, and congestion fees, or they will have less transportation
available to them, which has its own cost. Each of the funding sources listed has a role,
now and in the future, in ensuring that the Nation’s surface transportation capacity is
adequate.

* The Commission recommends an independent National Surface Transportation
Commission (NASTRAC) modeled on the Postal Regulatory Commission, the Base
Closure and Realignment Commission, and state public utility commissions. What
aspects of those groups should the NASTRAC incorporate and why?

The best aspect of these models is embodied in their function of setting priorities, after an
objective review of the data in the field, based on the goals Congress establishes. For
NASTRAC, this would mean reviewing transportation projects based on National
transportation plans, which would be authorized by Congress according to the Nation’s
priorities. It also means making recommendations to Congress, such as those for
projected revenue levels needed to achieve Congress’ goals funding. However, I would
not support an entity that could unilaterally establish those revenue mechanisms.
Furthermore, no such entity would meet with Congressional support if it universally
usurped Congressional prerogatives of directing funding. However, the concept of
objective decision-making in project funding is much-needed and important in obtaining
the ongoing support of the American people for the Nation’s transportation programs.
Congress should look carefully at all proposals to insinuate such objectivity throughout
its next surface transportation program reauthorization, whether through a NASTRAC
entity or through effective planning requirements and performance standards.

*The restrictions that the Commission recommends placing on congestion pricing
and leasing of highways by private companies seem to put these financing options at
an artificial disadvantage relative to traditional funding sources such as fuel taxes.
Can you explain the thinking behind this recommendation?

The public’s interest was foremost in the minds of the Commissioners, and those that
voted to support the recommendations on public — private partnerships believed that these
recommendations were the best way to effectively protect the public’s interest as payors
for the use of transportation assets and, in many cases, as owners of those assets.
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Thank you, Mr. Chairman.

I am Jack Schenendorf. I am Of Counsel with Covington & Burling LLP in Washington,
D.C. Prior to joining Covington, I had the honor of serving on the staff of this
Committee for 25 years. [ also served on the Bush/Cheney Transition where I was Chief
of the Trapsition Policy Team for the U.S. Department of Transportation and was
responsible for reviewing all transportation policies and issues for the incoming
Administration.

In 2006, Speaker Hastert appointed me to the National Surface Transportation Policy and
Revenue Commission. 1 was subsequently elected Vice Chair by my fellow
Commissioners. It is in that capacity that I am testifying before you today.

In the Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy For
Users (SAFETEA-LU), Congress established the National Surface Transportation Policy
and Revenue Study Commission to undertake a thorough review of the Nation’s
transportation assets, policies, programs, and revenue mechanisms, and to prepare a
conceptual plan that would harmonize these elements and outline a coherent, long-term
transportation vision that would serve the needs of the Nation and its citizens.

This Commission has worked diligently to fulfill this charge, meeting and holding public
hearings across the country during the intensive 20-month study period. On behalf of all
of the Commissioners, I would like to thank our Chair, Secretary Mary Peters, who did an
outstanding job in guiding us through this effort. She presided over the Commission with
graciousness, wisdom, and a great deal of patience. And I would be remiss if I did not
also thank all of the Department of Transportation staff assigned to the Commission—
especially Chris Bonanti, Lydia Conrad, Ross Crichton, Eric Gabler, James March, David
Marks, Mary Moehring, and Darren Timothy. Their professionalism, expertise and
dedication were instrumental to our success. And a special thanks goes to our Executive
Director, Susan Binder, for her hard work and for the sound guidance and advice she
provided during our effort. We would not be here today were it not for her and her team.
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Our findings and recommendations—calling for bold changes in policies, programs and
institutions—are contained in our report, Transportation for Tomorrow.  Our
recommendations are the product of a bipartisan consensus of a diverse group of
Commissioners—35 appointed by Republican officeholders and 4 appointed by
Democratic officeholders; from both ends of the political spectrum and everywhere in
between; from all regions of the country; a CEO of a company that relies on
transportation services; a CEO of a trucking company; a CEO of a rail company; a state
transportation official; and a local transportation official. But despite our different
perspectives, we were able to coalesce around the findings and recommendations in the
Commission’s report.

My testimony today will focus on our vision and our four key recommendations.

Background
But first a few key findings:

¢ Conditions on America’s surface transportation systems — our roads, bridges and
highways, our passenger and freight rail facilities, our public transit networks —
are deteriorating. The physical infrastructure itself is showing the signs of age. In
almost all cases, the operational efficiency of our key transportation assets is

slipping.

e In figures compiled by the Texas Transportation Institute, congestion cost the
American economy an estimated $78 billion in 2005, measured in terms of wasted
fuel and workers’ lost hours. Congestion causes the average peak-period traveler
to spend an extra 38 hours of travel time and consume an additional 26 gallons of
fuel.

s Over the next 50 years, the population of the United States will grow by some 120
million people, greatly intensifying the demand for transportation services by
private individuals and by businesses. Most of that growth will occur in
metropolitan areas. Congestion will increase and spread beyond the traditional
morning and evening rush hours to affect ever-lengthening periods of each day.

o If, as expected, the world economy grows and becomes more globally integrated
during the next half-century, the U.S. will experience higher trade volumes and
greater pressures on its international gateways and domestic freight distribution
network. Economic forecasts indicate that freight volumes will be 70 percent
higher in 2020 than they were in 1998. Without improvements to key goods-
movement networks, freight transportation will become increasingly inefficient
and unreliable, hampering the ability of American businesses to compete in the
global marketplace.

Page 2 of 10



101
COVINGTON & BURLING LLP

+ Travel on the nation’s surface transportation system is far too dangerous. In
2006, over 42,000 people lost their lives on American highways, and almost 2.6
million were injured.

¢ Overly onerous and procedure-bound environmental review processes can often
serve to delay the speedy and cost-conscious delivery of important transportation
improvements. Major highway projects take about 13 years from project initiation
to completion, according to the Federal Highway Administration, and Federal
Transit Administration figures indicate that the average project-development
period for New Starts projects is in excess of 10 years.

Our Vision

Just as it helps to know your destination before starting off on a trip, our Commission
believed at the outset that it is important to have in mind a vision of what the national
surface transportation system might look like — or at least how we’d like it to function
— in the middle of the 21st century.

We decided to aim high. We agreed among ourselves that our fundamental motivation
should be to help the United States to “create and sustain the pre-eminent surface

transportation in the world.” That pledge has in the end allowed us to reach agreement
on a surprisingly wide range of sweeping policy proposals.

Four Key Recommendations
The Commission respectfully makes the following key recommendations:

First, to keep America competitive, we are recommending a significant increase in
investment in our national surface transportation system.

Any effort to address the future transportation needs of the United States must come to
grips with the sobering financial reality of such an undertaking. We estimate that the
U.S. needs to invest at least $225 billion annually for the next 50 years to upgrade our
existing transportation network to a good state of repair and to build the more advanced
facilities we will require to remain competitive. We are spending less than 40 percent of
this amount today.

The existence of an enormous investment gap is indisputable. It has been documented by
study after study, including most recently the Urban Land Institute’s Infrastructure 2007
Report, DOT’s own Conditions and Needs Report, and various state studies. It has been
documented by our Commission’s analyses. It has been documented by the many
witnesses we heard from in our hearings. And it is being documented every day by the

Page 3 of 10
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American people as they sit in congestion on crumbling roads or ride on crowded and
aging buses and trains.

The implications of this underinvestment, which has been going on for decades, are
ominous. We saw with Katrina what happens when there is a pattern of underinvestment
in infrastructure. Unless we close this investment gap soon, our surface transportation
systems will face the same fate as New Orleans’ levees. We must not let this happen.

To close this investment gap, we will need increased public funding. We will also need
increased private investment. More tolling will need to be implemented and new and
innovative ways of funding our future system will need to be employed. And we will
need to price for the use of our system, which will help reduce investment needs.

Second, we are recommending that the federal government be a full partner—with
states, local governments and the private sector—in addressing this looming
transportation crisis.

The problem is simply too big for the states and local governments to handle by
themselves, even with the help of the private sector. We believe that the federal
government must continue to be part of the solution, both in terms of providing
leadership and in terms of providing a fair share of the resources.

And it’s not just that the problem is big. The federal government has a strong interest in
our national transportation system. The system is of vital importance to our economy,
our national defense and our emergency preparedness. Our transportation network is
critical to the interstate and regional movement of people and goods, economic growth,
global competitiveness, environmental sustainability, safety and our overall quality of
life.

Third, we are recommending fundamental and wide-ranging reform of the_federal
transportation program. We are recommending that the program be transformed
into_one that is performance-driven, outcome-based, generally mode-neutral, and
refocused to pursue gbjectives of genuine national interest.

In addition to putting more money into the system, the federal transportation program
must be reformed. We do not believe that the federal program should be reauthorized in
its current form. Instead, we are calling for A NEW BEGINNING.

There are three key elements to this recommendation.
Element One: We believe that a mission or sense of purpose must be restored to the
federal program. Since completion of the Interstate System, the program has had no clear

mission. It is now essentially a block grant model, with little or no accountability for
specific outcomes. We believe that this must change.
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We are recommending that the program be transformed into one that is performance-
driven, outcome-based, generally mode-neutral, and refocused to pursue objectives of
genuine national interest. More specifically, we are recommending that the 108 existing
surface transportation programs in SAFETEA-LU and related laws should be replaced
with the following new federal programs:

s A program designed to bring our existing highways, bridges and transit systems
into a state-of-good-repair;

e A freight program designed to enhance U.S. global competitiveness;

* A program designed to reduce congestion in our largest metropolitan areas
(population greater than one million) (e.g., reduction of 20 percent by 2025);

» A program designed to improve access and mobility in smaller cities and rural
areas;

e A program designed to improve safety by cutting fatalities (e.g., by 50 percent by
2025y,

» A program designed to provide high speed passenger rail service in the nation’s
high-growth corridors (300-500 miles);

e A program designed for environmental stewardship;

s An energy security program designed to hasten the development of replacement
fuels;

¢ A federal lands program; and
s A coherent national research and development program.

These programs would give rise to a pational surface transportation strategic plan that
would guide federal investment.

US DOT, state and regional officials, and other stakeholders would establish performance
standards in the federal program areas outlined above and develop detailed plans to
achieve those standards. Detailed cost estimates would also be developed. These plans
would then be assembled into a national surface transportation strategic plan.

Federal investment would be directed by the national surface transportation strategic
plan. Only projects called for in the plans would be eligible for federal funding. And all
levels of government would be accountable to the public for achieving the results
promised.
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The Commission acknowledges that this element of the recommendation represents a
major departure from current law. Developing performance standards and integrating
them into a performance-driven regimen will be challenging but we believe the rewards
will be worth the effort. In addition to making better use of public monies to accomplish
critical national objectives, the Commission’s recommended approach of performance
standards and economic justification would do much to restore public confidence in the
transportation decision-making process. In such an environment, we believe Congress
and the public would be more amenable to funding the nation’s transportation investment
needs.

Element Two: The project delivery process must be reformed by retaining all current
environmental safeguards, but significantly shortening the time it takes to complete
reviews and obtain permits. Projects must be designed, approved and built as quickly as
possible if we are to meet the transportation challenges of the 21st Century. This will
save both time and money.

Element Three: We are recommending that Congress establish an independent National
Surface Transportation Commission (NASTRAC), modeled after aspects of the Postal
Regulatory Commission, the Base Closure and Realignment Commission, and state
public utility commissions. The new federal commission would perform two principal
planning and financial functions:

e The NASTRAC would oversee various aspects of the development of the
performance-based performance standards in the federal program areas outlined
above and the detailed plans to achieve those standards, and it would approve the
national transportation strategic plan.

¢ Once the national strategic plan has been approved, the NASTRAC would
establish a federal share to finance the plan and recommend an increase in the
federal fuel tax to fund that share, subject to congressional veto.

And fourth, to clese the investment gap, we are recommending a wide range of
revenue enhancements.

Unfortunately, there is no free lunch when it comes to infrastructure investment. Policy
changes, though necessary, will not be enough on their own to produce the transportation
system the nation needs in the 21st century. Significant new funding also will be needed.

We are recommending significant changes in the way the program is financed. In the
long-term, we envision transitioning from motor fuel taxes to a VMT tax; we include in
our recommendations a number of provisions to hasten that transition. And in the
interim, we would no longer rely almost exclusively on motor fuel taxes; instead, we
would rely on a broad range of user-related fees and charges.
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Here are our major revenue recommendations:

General Revenue Recommendations: We are making the following general revenue
recommendations:

s ltis imperative that all levels of government and the private sector contribute their
appropriate shares if the United States is to have the pre-eminent surface
transportation system in the world.

s We strongly support the principle of user financing that has been at the core of the
nation’s transportation funding system for half a century.

¢  We are recommending continuation of the budgetary protections for the Highway
Trust Fund, so that user fees benefit the people and industries that pay them.

Immediate Revenue Recommendations: We recommend that legislation be passed in
2008 to keep the Highway Account of the Highway Trust Fund solvent and prevent
highway investment from falling below the levels guaranteed in SAFETEA-LU.

Mid-Term Revenue Recommendations: We are making the following specific
recommendations with respect to transportation funding in the period between 2010 and
2025:

e The annual investment requirement to improve the condition and performance of
all modes of surface transportation — highway, bridge, public transit, freight rail
and intercity passenger rail — ranges between $225-340 billion. The range
depends upon the extent of peak- hour pricing implemented on congested urban
highways in lieu of physical capacity expansion. To address this investment target
by providing the traditional federal share of 40 percent of total transportation
capital funding, the federal fuel tax needs to be raised by 25-40 cents per gallon.
This increase should be phased in over a period of 5 years (5 to 8 cents per gallon
per year). This rate increase should be indexed to the construction cost index.

e We are also recommending other federal user-based fees to help address the
funding shortfall, such as a freight fee for goods movement projects, dedication of
a portion of existing customs duties, and ticket taxes for passenger rail
improvements. Tax and regulatory policy also can play an incentivizing role in
expanding freight and intermodal networks.

e In addition, we are recommending that Congress remove certain barriers to tolling
and congestion pricing, under conditions that protect the public interest. This will
give states and local governments that wish to make greater use of tolling and
pricing the flexibility to do so. More specifically, we are recommending that
Congress modify the current federal prohibition against tolling on the Interstate
System to allow:
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o tolling to fund new capacity on the Interstate System, as well as the
flexibility to price the new capacity to manage its performance; and

o congestion pricing on the Interstate System (both new and existing
capacity) in metropolitan areas with populations greater than 1 million.

We are recommending that Congress encourage the use of public-private
partnerships, including concessions, for highways and other surface transportation
modes. Public-private partnerships can serve as a means of attracting additional
private investment to the surface transportation system, provided that conditions
are included to protect the public interest and the movement of interstate
commerce.

State and local governments have many different types of revenues to draw upon
for their share of new investment. The Commission expects that state and local
governments will have to raise motor fuel, motor vehicle, and other related user
fees. In addition, many may take advantage of the expanded opportunities in
tolling, congestion pricing and public-private partnerships that our
recommendations propose.

Long-Term Revenue Recommendations: We are making the following specific

recommendations for transportation funding in the post-2025 era:

The motor fuel tax continues to be a viable revenue source for surface
transportation at least through 2025. Thereafter, the most promising alternative
revenue measure appears to be a vehicle miles traveled (VMT) fee, provided that
substantial privacy and collection cost issues can be addressed. The next surface
transportation authorization act should require a major national study to develop
the specific mechanisms and strategies for transitioning to the VMT fee or another
alternative to the motor fuel tax to fund surface transportation programs.

A Failure To Act Would Be Devastating

The surface transportation system of the United States is at a crossroads. The future of
our nation’s well being, vitality and global economic leadership is at stake. We must take
significant, decisive action now to create and sustain the pre-eminent surface
transportation system in the world.

But some will question whether it is realistic to think that Congress will raise the gas tax
by 25 to 40 cents per gallon over 5 years, given the current anti-tax increase sentiment in
some quarters. The Commission’s recommendation is based on our best judgment on
what needs to be done to address our investment shortfall, without factoring in the
political feasibility.
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But it doesn’t seem unreasonable to think that the public would be willing to support an
increase of this magnitude to finance a reformed program that has a clear mission and is
focused on projects in the national interest. In year five, the cost to the average motorist
would be 41 cents to 66 cents per day—Iless than the price of a candy bar or about 1/5 the
cost of a cafe latte. This seems like a bargain when you consider that he or she will get
for it: substantially reduced fatalities, highway and transit systems in a state of good
repair, reduced congestion, a transportation system that can support a strong economy
and job growth, and access for all Americans to all parts of our nation. Moreover, forty-
one or sixty-six cents a day also seems quite reasonable when you compare it to the
projected $5 to 6 dollar average per trip cost of using a 14-mile stretch of the Capital
Beltway during rush hour—a project which some have called a “national model.”

But even more compelling is that a failure to act—that is, a failure to raise sufficient
revenue to close the investment gap—would be devastating.

The United States would be unable to compete effectively in the global marketplace. Our
status as an economic superpower would be jeopardized. Jobs would be lost. And as
U.S. businesses are squeezed by foreign competitors, those jobs that remain would likely
be lower paying.

Moreover, our quality of life would suffer substantially. We would have fewer travel
options. We would spend more time in congestion. We would have to leave our families
carlier in the morning and arrive home later at night. Going to and from the doctor would
be more difficult as congestion extends to more and more roads and for longer and longer
periods of time. Other errands and trips to school would be similarly affected. And as
gridlock became common even in rural areas, vacations would become a nightmare. And
the cost of maintaining our vehicles would increase as they are damaged by our
crumbling infrastructure.

Eventually we would reach the point of catastrophic failures. Road closures. Bridge
collapses. Long detours. Tragedies like the I-35 Bridge collapse in Minnesota would
become all too common.

Fatalities and injuries would continue increasing and could reach alarming rates.

We cannot let this happen. We must find the political leadership and the political will to

make the necessary reforms and the necessary investment. Raising revenues will not be
easy. But we must do it, and we must do it soon.
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A Call To Action

President Dwight D. Eisenhower had the foresight to understand how a system of
interstate highways would transform the nation. If there was ever a time to take a
similarly daring look at a broadened surface transportation network, it is now. The nation
faces challenges similar to those of the Eisenhower era. However, the imperative for
change due to the global economy is even stronger.

The good news is that we can do it. We believe that our recommendations, if enacted as
a package, will give the American people the transportation system they need and
deserve. We cannot just reform our way out of the transportation crisis; nor can we get
the job done by sending lots more money coursing through a broken project delivery
system. We need both reform AND increased investment

We cannot sit back and wait for the next generation to address these ever-increasing
needs. It will be too late. The crisis is now and we have a responsibility and obligation
to create a safer, more secure, and ever more productive system. We need to create and
sustain the pre-eminent surface transportation system in the world. Now.
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Questions for the Record for Mr. Jack Schenendorf
Vice Chair
Nauonal Surface Transportauon Policy and Revenue Study Commussion

Questions from Rep. Christopher Carney
Commuttee on Transportation and Infrastructure Hearing
January 17, 2008

» In many places, people drive not because they want to, but because there are few
practical alternatives. Enhancing transit usage, which has many benefits that include
easing congestion to helping improve air quality, means addressing the broader issues of
transit supportive urban planning, zoning, and land-use—Can you comment?

» Should Federal transportation policy create incentives for transit agencies to work
collaboratively with communities to develop Transit/mixed-use (TMU) zoning districts in
the areas adjacent to transit stations?

»  What role do tax incentives play in the development of energy saving technologies? In
other words, do these technologies have a realistic chance to be developed and
implemented without financial incentive in the form of tax incentives among others?
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Response of Mr. Jack Schenendorf
Vice Chair
National Surface Transportation Policy and Revenue Study Commission
to
Questions from Rep. Carney
Committee on Transportation and Infrastructure Hearing
January 17, 2008

Public transportation will be an essential element of modernizing our transportation systems to meet the
challenges of the 21st century. The only way to meet the performance standards envisioned by the
Commission is to greatly expand and improve our transit systems. Moreover, we believe that localities will
have to look at broader issues like urban planning, zoning and land-use in order to develop plans that will
meet the kinds of performance standards we recommended.

We believe that the performance-based programs that we recommended will provide those kinds of
incentives.

If we are to close the transportation infrastructure investment gap, we need to make use of all of the
financing options available to us. This would include tax incentives, including investment tax credits. Our
recommendations include a variety of tax incentives.
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Questions for the Record for Mr. Jack Schenendorf
Vice Chair
Nauonal Surface Transportation Policy and Revenue Study Commuission

Questions from Ranking Member Duncan
Committee on Transportation and Infrastructure Hearing
January 17, 2008

The Commission recommends raising the gas tax by 25 to 40 cents per gallon. How does
the Comtrussion justify this enormous increase in the gas tax, considering that gas already
costs mote than $3.00 a gallon?

Transportation funding has increased rapidly in the last few years but system performance
has continued to dechne. Why do you think a gas tax increase, which creates additional
funding, would solve the system performance problem?

The Commussion recommends moving to a vehicle miles traveled (VMT) tax to replace the
motor fuels tax by the year 2025. Why would it take so long to accomplish this transition?

The Commussion report states that the U.S. needs to invest at least $225 billion annually for
the next 50 years to upgrade our existing transportation network. Currently, how much does
the U.S. annually invest in transportation infrastructure? How does this amount compare
with other countries that now have or will have good transportation systems?

In your testimony, you recommend that all 108 surface transportation programs be
consolidated under 10 general subject areas. It appears that you are merely reorganizing
existing programs into more general issue areas; how will this translate to more successful
federal programs?

Please detail your recommendations for how to shorten the time 1t takes to complete
environmental reviews and secure permits for transportation construction projects.

What should the federal role be m\rééird to publi¢ tfansportation?

What does the public transportation community think about the report? Won’t public
transportation run the risk of getung less federal funding under your proposal than 1t now
receives?

In the transportation community, there has been a lot of talk regarding the benefits of
public-private partnerships. Why didn’t the Commission spend more tume discussing this
financing option?

Among public funding, increased private funding, more toling, and new and mnovative
funding mechanisms, which source will raise the most revenue over the longest amount of
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ume? Which source will be the most-sustainable? And which one will be most palatable to
the American public?

» The Commission recommends an independent National Sutface Transportation
Commission (NASTRAC) modeled on the Postal Regulatory Commussion, the Base Closure
and Realignment Commussion, and state public utility commissions. What aspects of those
groups should the NASTRAC incorporate and why?

» The restrictions that the Commussion recommends placing on congestion pricing and leasing
of highways by private companies seem to put these financing options at an artificial
disadvantage relative to tradiional funding sources such as fuel taxes. Can you explain the
thinking behind this recommendaton?
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Response of Mr. Jack Schenendorf
Vice Chair
National Surface Transportation Policy and Revenue Study Commission
[
Questions from Ranking Member Duncan
Committee on Transportation and Infrastructure Hearing
January 17, 2008

Transportation is the foundation of our economy and essential to our quality of life. If we want our
economy to prosper in the future, if we want our citizens to have convenient and reliable transportation
choices, then we must modernize our transportation network to meet the challenges of the 21st century, We
need seamless, multi-modal transportation systems--highway, freight rail, passenger rail, transit, air, water,
and non-motorized--that can move people and goods efficiently, safely and in an environmentally
responsible way.

When it comes to modernizing our transportation system, there is, unfortunately, no free tunch. It will
require increased investment. And we must pay for that investment. The Commission’s revenue
recommendations, including its recommendation to raise the gas tax by 25 to 40 cents per gallon, are our
suggestions on how to pay for that necessary investment.

Two additional points: First, the cost to the consumer of doing nothing is far higher, There will be more
congestion, more wasted time, greater repair bills,.a weaker economy and fewer and lower-paying jobs.
Second, some argue that increasing the gas tax is not palatable to the American public and that we should
instead move toward pricing and leasing of highways by private companies. The implication is that PPPs
would somehow be more palatable to the American people, that it would somehow be less costly to the
consumer. Well that is not the case. For example, for a car that gets 20 miles per gallon, a 40-cent gas tax
increase would mean that the consumer was paying an additional 2 cents per mile. Compare that to the
proposed HOT lanes on the Washington Beltway that will cost 10 cents per mile to $1.00 per mile
depending on the time of day. Another study of the widespread pricing of roads in the Washington, DC area
indicated that the cost would be 20 cents per mile to $4.00 per mile depending on the time of day. While
PPPs will play an important role in financing transportation in the future, the idea that it is somehow cheaper
or more palatable to the consumer is simply not well founded. The gas tax increase proposed by the
Commission is actually less costly to the consumer than some of these other financing options.

While it is true that investment has increased in the last few years, it is nevertheless also true that our current
total level of investment is still far below what is necessary to preserve and modernize our transportation
systems. That is why system performance has continued to decline. T might add that increased investment
is not enough in and of itself by bring about improved system performance. In addition, program reform is
needed, as discussed in the Commission’s Report.

Many technical and institutional questions remain to be answered before a VMT fee is ready for
implementation. And once ready for implgmentation, the entire fleet of vehicles must then be outfitted with
the appropriate equipment. Based on our hearings and expert input we concluded that it would take until
about 2025 to reach full deployment, although we encouraged its deployment as soon as possible.

We estimated that the current annual level of investment is about $87 billion from all levels of government
and the private sector. This is far below the $225 billion level necessary to preserve and modernize our
transportation systems.
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Qur recommendations go far beyond “merely reorganizing existing programs.” Our recommendations
envision replacing today’s 108 categorical programs with 10 performance-driven, outcome-based programs
that would be focused on solving transportation problems in a mode neutral way. This is far different from
today’s programs.

Our detailed recommendations for streamlining the delivery process are discussed in Volume {I, Chapter 6
(pages 6-8 to 6-13) of the Commission’s Report.

Public transportation is an essential element of our nagional transportation system. The Commission
recommended that the Federal Government be a full partner in addressing the looming transportation crisis,
This includes public transportation.

Public transportation will be an essential element of modernizing our transportation systems to meet the
challenges of the 21st century. The only way to meet the performance standards envisioned by the
Commission is to greatly expand and improve our transit systems. As a result, we anticipate that public
transportation would receive far more federal funding than it receives today.

The Commission Report includes an extensive discussion of public-private partnerships. We view them as
part of the solution. If we are to close the transportation infrastructure investment gap, we must utilize all of
the financing options available to us, including PPPs.

We did disagree, however, with some on the Commission who saw PPPs as the total solution to the nation’s
transportation problems. Frankly, we could not endorse this view. Moreover, none of witnesses or experts
who appeared before advocated PPPs as the total solution.

. We need more public funding. We need more private funding. We need more tolling. And we need new

and innovative funding mechanisms. If we are to close the investment gap, we need to make use of all of
the financing options available to us. Ht is not a question of which of these sources to use; it is a question of
how to use them all in a sustainable way.

Wik o £,
. The detailed description of how NASTRAC should be structured is discussed in detail in Volume I,

Chapter 6 (pages 6-29 to 6-31) of the Commission’s Report.

. The Commission viewed PPPs as part of the solution. That is why we recommended that Congress

encourage the use of PPPs. But we also thought that it was important to ensure that the public interest
would be protected when PPPs were used on the Interstate System. For that reason, we recommended that
conditions be met in those situations.

Some argued that there should not be any federal conditions placed on the use of PPPs. They argued for a
laissez faire approach to pricing and leasing of highways by private companies, with few or any federal
conditions to protect the national interest. The Commission could not agree to this “hands-off” approach.
We felt that it was important 1o protect the public interest by imposing reasonable conditions on the use of
PPPs on the Interstate System. Given what has recently oceurred on Wall Street, the imposition of
reasonable conditions to protect the public interest has taken on an even greater sense of appropriateness and
urgency.
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STATEMENT OF
THE HONORABLE MARY E. PETERS
SECRETARY OF TRANSPORTATION
SUBMISSION TO
HOUSE TRANSPORTATION AND INFRASTRUCTURE COMMITTEE
U.S. HOUSE OF REPRESENTATIVES
JANUARY 17, 2008

Chairman Oberstar, Ranking member Mica and Members of the Committee, I
thank you for the opportunity to submit my statement for the record today.

Let me begin by saying, over the last 20 months, this Commission has met on
numerous occasions and has engaged in wide ranging discussion in a serious effort to
address the Nation’s current and future transportation needs. I believe this time has been
well spent and I value and appreciate the contributions by all of my fellow
Commissioners. Although I fundamentally disagree with a number of central elements of
the Commission’s Report, that disagreement in no way detracts from my respect for my
colleagues on the Commission. They are to be commended for their hard work and
dedication in the production of the report.

While I am attaching the Minority Views Statement to my statement for the
record, I would like to highlight the key reasons why I was ultimately unable to sign on to
this report. As most are aware, America’s transportation system has a serious and
growing problem. The most important challenge we face is the consistent decline in
transportation system performance and a fundamentally flawed investment strategy. Our
surface transportation economic model is fundamentally broken and this failure is
impacting our families, business productivity, distorting real estate markets and
degrading our environment.

I was pleased that the Report recognizes the importance of the transportation
system to our Nation’s economic growth. The Report does identify that there is a need
and opportunity to simplify, consolidate and streamline Federal programs and funding
categories. I believe and the Report acknowledges more focused programs will deliver
better results for the Federal taxpayer. I would also like to commend the Report for
identifying there is a need for greater accountability and rationality in investment
decisions. I strongly support recommendations to improve the targeting of investments
through a greater emphasis on performance and outcomes.

Unfortunately, the Commission Report maintains a strong emphasis on status quo
solutions at a time when I strongly believe that the country needs an entirely new
transportation policy. A key recommendation of this Report is a massive 40 cent per
gallon Federal gasoline tax over the next five years, with automatic increases every year
thereafter tied to inflation that would more than triple Federal fuel taxes from current
levels by 2018. I have testified before this Committee previously and have stated for the
record the Country’s transportation problems do not stem from lack of spending or from
insufficient tax levels. In fact, it is precisely the ineffectiveness of traditional taxes and
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the politicized nature of transportation spending decisions that are themselves the
problem.

In addition, T was also extremely troubled by several other recommendations in
the Report. Among the most troubling proposals, the Report recommends: creating a new
Federal bureaucracy outside the Executive Branch and Legislative Branch that will
assume various central planning responsibilities; new Federal regulation limiting States’
ability to attract the growing volume of private sector capital available to invest in the
country’s transportation infrastructure; a sustained Federal role that is not justified by any
analysis of a legitimate national interest; and new Federal taxes on public transportation
and intercity passenger rail trips. As I have stated before, federal centric policy will not
solve our transportation problems.

1 truly believe there has never been a more exciting time in the history of surface
transportation. We are at a point where meaningful change is not only conceivable, but
actually being implemented in various parts of the U.S. In order to ensure that the pace
and scale of this bottom-up reform movement increases, Federal transportation programs
should be re-focused on two basic objectives. First, we should reward, not constrain,
State and local leaders that are willing to stand up, acknowledge failure and pursue
fundamentally different strategies to financing and managing their transportation systems.
Second, the Federal government’s investment strategy should emphasize the interstate
system and other truly nationally significant transportation investments based on clear,
quantitative parameters, not politically contrived ones.

Ultimately, the Commission Report chooses to take the path of higher taxes, more
wasteful spending, more congestion and greater pollution. 1 believe there is a better path
to take and wiser decisions to make. Again, I thank this Committee for allowing me to
submit my testimony and I look forward to working with you.
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