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Mr. Chairman and members of the committee, I am honored to have this opportunity to share my perspectives on SAFETEA-LU and potential improvements to surface-transportation policy.  

My remarks are shaped by 24 years of experience in transportation research and analysis, first as part of the management team of a major transportation company and more recently as a university professor.  During that time, I have written several books on the role of transportation systems in American cities, including a recent volume on the abandonment of railroad lines in cities and towns.

I want to begin my testimony by putting forth the simple proposition that financing surface-transportation projects over the next 25 years should be guided by principles that recognize the interdependency of highway, waterway, and rail investments.  Our surface-transportation policy has yet to fully account for this interdependency.  As a result, we have missed opportunities to relieve pressure on the highway system, to come to grips with the enormous growth in freight tonnage, and to create a more balanced transportation system.   

My second proposition is that long-term transportation goals must place greater emphasis on policies that leverage investments of private capital.  These investments can take many forms, including toll-based highway financing, privately funded railroad improvements, and joint ventures between public and private entities at ports and transfer facilities.   

Success Stories

I want to commend the architects of SAFETEA-LU, some of whom are at this hearing today, for creating legislation that does a far better job than earlier bills in fostering “intermodalism” and encouraging privately financed investment.  With that in mind, my message today is one of considerable optimism. 


Here are some of the ways that SAFETY-LU encourages private investment:

· It increases the loans available to regional and short-line railroads, encouraging them to improve their corridors, and provides railroads with tax credits for certain types of capital investments. 

· It significantly increases funding for grade-crossing improvements, which is of tremendous benefit to railroad companies and citizens alike.  

· It provides support for projects of national significance. One such project is the massive CREATE program that is designed to relieve rail congestion in my hometown and in Representative Daniel Lipinski’s district.  

These policies all encourage large-scale investment from private and locally generated sources.  

Another impressive feature of the current legislation is the allowance for $15 billion in private activity bonds that can be issued for certain types of highway and intermodal freight facilities.  While such bonds are tax exempt and issued by state and local government, they are used to support critical projects having the backing of private investors. In October, Texas became the first state to receive federal approval to issue these private-activity bonds.  The possibilities are truly exciting.
We now face a great challenge:  how do we foster greater balance in transportation at a time when the Highway Trust Fund is on precarious financial footing?  At this hearing, we will hear a great deal about the need for new dollars to offset a worsening revenue shortfall. With that in mind, I urge members of the committee to avoid the temptation for a quick fix and develop programs and policies that can allow us to tap into global equity to make our transportation system more balanced and efficient. 
                        Private Partnerships, Positive Outcomes

To illustrate our need for great balance in transportation, I will briefly describe a research effort I conducted at DePaul University.  I compiled a database showing that more than 2,500 communities in the United States with populations exceeding 3,000 residents are without any form of freight or passenger rail transportation.  In fact, our study identified entire metropolitan areas with populations of more than 100,000 without active railroad routes within their boundaries.   In many of these communities, public policies, including punitive property taxes, outdated labor laws, and cross-subsidies in highway use fees that favored heavy trucks, effectively drove private railroads out of town. 

We also found that both private companies and local and state governments are working to revitalize or reclaim rail rights-of-way—often with little or no federal help.  Cape May, New Jersey, Ely, Nevada, Saranac Lake, New York, and Myrtle Beach, South Carolina, have already brought rail lines back into service.  Dozens of others, including Monterey, Santa Rosa, and Santa Monica in California and Scituate, Massachusetts, are working to do the same to allow for improved transit service. 

Highway users should applaud these successful efforts to remove excess traffic from overburdened roads. Unfortunately, SAFETEA-LU often takes a back seat in these endeavors, making it necessary for state and local constituencies to fend for themselves and search for outside-the-box solutions.  

Two days ago, at the Transportation Research Board's annual conference, Justin Scheidt of Michigan State University and I presented findings of a study that illustrates why the desire of many states to create high-speed rail systems is inextricably linked to investments by freight railroads, transit providers, and highway agencies. 
Our evaluation of government-backed proposals for high-speed rail corridors found that there are 64 corridors now under consideration for high-speed rail. (In our study, we define high-speed rail service as service over a fixed guideway at speeds of 110 m.p.h. or more.)  Forty three states and 93 of the largest 100 metropolitan areas in the continental U.S. are along a proposed route.
We found that these corridors encompass 15,552 route-miles, nearly 70 percent of which is owned by private railroads, most of which consists of only a single set of tracks.  Eleven hundred miles of routes are owned by transit agencies.  Another two thousand miles is slated for construction of corridors along Interstate highways. 

We are under no illusion that many of these routes will be built anytime soon—or that we can afford all of them.  Rather, I am sharing this perspective with you to illustrate how state governments are moving ahead with efforts to work with private and public corporations in order to improve intercity corridors. The states understand that developing new high-capacity routes will require an integration of the planning efforts of railroads, transit providers and highway planning agencies—and a great deal of private capital.  

Recommendations

Based on our research and my experience, I offer three specific recommendations to the members of the subcommittee as well as members of the National Surface Transportation Financing Commission to help resolve problems in federal policy. 


First, I encourage you to find ways to provide state governments with greater flexibility in their use of limited transportation funds to manage the interplay between highway and rail investments.  There are still too many constraints on how money can be spent. Several state governments, including those in Kansas and Virginia, are looking to “step up” their investments in rail lines for the benefit of the public.  Georgia and Iowa are very interested in enhancing investments in rail lines to reduce pressure on the highway system as well. States need more flexibility in their spending options. 
Second, the subcommittee should encourage the National Surface Transportation Financing Commission to develop a long-range transportation vision which will build on the incentives that SAFETEA-LU provides for state, regional, or local entities and private transportation companies expand investment.  Additional tax credits for freight railroads and additional authority for private-activity bonds—and support for privately financed tollways and “truckways”—would be positive steps.  We need programs supporting new ventures in which private and public entities share the risk. 
Third, we need to move away from locally designated enhancement projects and earmarks that in some cases produce few transportation benefits. These projects may ease our guilt that we are not doing enough to promote a balanced intermodal system, but they are no substitute for efforts to provide significant increases in transportation capacity. 

In closing, I bring from the Midwest Heartland much good news about the benefits of innovative long-range transportation planning.  Officials in Indiana tapped into the coffers of a team of private investors when it leased the Indiana Toll Road in June, 2006.  In Chicago, the Skyway Bridge, which moves commuter and freight traffic through the city, has a bright future, thanks to a leasing arrangement with the same private conglomerate; and the Class I railroads are cooperating with the city to unclog and upgrade antiquated freight facilities.  

We are also seeing growing grass-roots support for new intercity rail-passengers services. One example is the Midwest High Speed Rail Association, which boasts more than a thousand members and a full-time staff.  The association has successfully led a push for an expansion of passenger service from Chicago to Milwaukee and St. Louis with cooperation with privately owned rail lines. 

Overall, an influx of private capital into transportation projects gives us a tremendous opportunity to do more than find a quick fix for the Highway Trust Fund.   We should seize the opportunity. 
Mr. Chairman, I thank you for this opportunity to express my views.

