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The Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA)
included a $24 billion, 6-year authorization that created a new federal-aid
highway program—the surface transportation program. This program
included a requirement that states set aside at least 10 percent of the

$24 billion exclusively for 10 categories of “transportation enhancements,”
such as pedestrian walkways, bikeways, scenic easements, or historic
preservation projects. Such enhancements are designed to strengthen the
cultural, aesthetic, or environmental aspects of transportation or to
encourage greater use of nonmotorized transportation.

The transportation enhancement set-aside, like the other provisions of
ISTEA, is scheduled for reauthorization in 1997. You asked us to provide
you with information and analysis to assist in your deliberations on the
enhancement program.! Specifically, we are reporting on the following
four questions:

How do the obligation rates for transportation enhancement funds for
fiscal years 1992-95 compare with the obligation rates for other major
highway programs??

How do the obligation rates for transportation enhancement funds vary by
state, and what factors have affected the states’ use of these funds?

1A set-aside from the surface transportation program is used to fund transportation enhancement
projects, and funding for this category of projects is referred to throughout this report as a
transportation enhancement set-aside or as constituting a transportation enhancement program.

2An obligation represents a commitment made by a federal agency to pay out money, as distinct from
an actual payment.
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Results in Brief

« What types of projects are being funded with transportation enhancement

funds?
What are stakeholders’ views on reauthorizing the transportation
enhancement set-aside?

To address these questions, we analyzed national data and supplemented
this analysis by interviewing transportation officials in 16 states,
representatives of five national organizations with an interest in the
transportation enhancement set-aside, and four local sponsors of
enhancement projects. Appendix I discusses our scope and methodology
in more detail.

During fiscal years 1992-95, the states obligated their transportation
enhancement funds more slowly than their funds for other federal-aid
highway programs, including other programs established at the same time
as the transportation enhancement program. During fiscal year 1992, the
first funding year for the transportation enhancement program, the states
obligated 22 percent of the available funds. By the end of fiscal year 1995,
the overall rate of obligation had risen to 55 percent. In comparison, by
fiscal year 1995, the obligation rate for another newly established highway
program—the congestion, mitigation, and air quality improvement
program—was about 70 percent, and the rates for long-standing programs,
such as the bridge program, were above 90 percent.

The obligation rates for transportation enhancement funds vary
substantially from state to state. At the end of fiscal year 1995, Washington
State had obligated 99 percent of its available enhancement funds, while
Iowa had obligated 7 percent. Factors hindering the states’ obligation of
enhancement funds include the time and staff resources required to
implement a new program, the nontraditional nature of transportation
enhancement projects, and sponsors’ lack of familiarity with the
administrative requirements of federal-aid highway programs.

The Federal Highway Administration’s (FHWA) data on transportation
enhancement projects have significant problems. These data indicate that
over 50 percent of the enhancement funding for fiscal year 1995—the first
year FHWA collected such data—was apparently used for ineligible
activities. To determine why, FHWA reviewed a sample of projects in four
states and found that the funds were generally spent correctly but the state
or FHWA division offices miscoded the projects when entering them into
the data system. Also, although FHWA obtained some estimates from the
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Background

states, it did not begin to collect actual financial data on the types of
projects funded by the enhancement set-aside until fiscal year 1995.
Historical enhancement project data have, however, been developed by
the Rails-to-Trails Conservancy.? Data from the Conservancy show that
from fiscal year 1992 through February 1996, 4 of the 10 eligible categories
have received over 80 percent of the obligated funding. Bicycle and
pedestrian projects have received more than one-third of the obligated
funds, while rail-to-trail conversions, restorations of historic
transportation facilities, and landscaping projects have each received
approximately 15 to 17 percent.

State transportation officials, representatives of national interest groups,
and local project sponsors expressed mixed views on reauthorizing the
transportation enhancement set-aside. Twelve of the 16 state officials we
interviewed said they would prefer more flexibility in deciding how much
federal aid to devote to transportation enhancement activities. They
voiced general support for such activities but considered them less
important than improving highway capacity or mobility. The four
remaining state officials, as well as the five interest group representatives
and four project sponsors we contacted, said they supported the existing
set-aside. They said that not having a set percentage for transportation
enhancements would result in substantially less funding for such activities.

Funds provided under 1sTEA’S surface transportation program may
generally be used by states and localities for any road on the federal-aid
highway network.* The transportation enhancement set-aside is an
exception. Over ISTEA’s 6-year life, the set-aside authorizes $2.4 billion for
10 categories of eligible projects, including bikeways, pedestrian
walkways, and historic preservation projects. Appendix II lists the 10
categories and provides an example of the types of projects funded under
each. An enhancement project may be a separate project or a distinct part
of a larger transportation project.

Funds for the transportation enhancement program, like the funds for
other federal-aid highway programs, are annually made available to the
states by the Department of Transportation’s FHWA. The states then
obligate these funds for specific projects. An obligation represents a

3The purpose of the Rails-to-Trails Conservancy, a public interest organization, is to convert
abandoned rail corridors into public multiuse trails.

“The nation has approximately 3.9 million miles of highways, about 950,000 miles of which are
designated as federal-aid highways and are therefore eligible for federal highway funds.
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States’ Obligation of
Enhancement Funds
Has Been Relatively
Slow but Shows
Improvement

commitment by FHWA, met through a reimbursement to a state, to pay the
federal share of a project’s cost. The states are not required to obligate the
funds in the year in which they are made available but may, subject to
certain restrictions, carry them forward for potential obligation in
subsequent years.

Each state’s department of transportation is responsible for administering
the state’s transportation enhancement program, but the sponsors of
transportation enhancement projects are often local governments or, in
some cases, nonprofit organizations, according to an FHWA official. The
state transportation department, often in cooperation with metropolitan
planning organizations,® decides which transportation projects will be
funded in the next year or two and incorporates the decision in a multiyear
statewide transportation plan. Like many federal-aid highway programs,
this program generally requires the state or local agency to provide

20 percent of a project’s funding.

In fiscal year 1992, the first year of funding for the transportation
enhancement program, most states moved slowly to obligate the funds. By
the end of the fiscal year, the states had obligated $79 million of the

$353 million available, or 22 percent. Nine states had not obligated any of
their available funding for enhancements; 34 states had obligated

25 percent or less.

By the end of fiscal year 1995, after 4 fiscal years, the states had more than
doubled the percentage of funds they had obligated for transportation
enhancements. Specifically, they had obligated $887 million, or 55 percent,
of the $1.6 billion available since the program’s inception. All but six states
had obligated at least 25 percent of their total available funding for
enhancements.

While representing a significant improvement over the earlier obligation
rates, the 55-percent obligation rate was considerably lower than the
obligation rates for the other highway programs we reviewed. For
example, the obligation rate for the bridge program, a long-standing
surface transportation program, was approximately 90 percent during all 4
fiscal years. Similarly, programs such as the interstate maintenance
program, which existed before ISTEA’s enactment but were modified by this
legislation, had obligation rates of about 90 percent during all 4 fiscal

5A metropolitan planning organization represents an entity designated by a governor as responsible,
together with a state, for transportation planning in an urbanized area.
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years. (Fig. 1 shows the cumulative obligation rates for transportaion
enhancement funds and other highway programs for fiscal years 1992-95.
In addition, an alternative graph, prepared by the Rails-to-Trails
Conservancy and presented in app. VII, compares the amounts obligated
with the amounts apportioned for enhancement funds during each of these
fiscal years.) These obligation rates may be high because, despite the
changes made by ISTEA, certain of the programs’ core components
remained the same. Thus, the states were familiar with the programs, and
their familiarity positioned them to have a number of projects readily
available for funding. (App. III presents nationwide information on the
obligations for major federal-aid highway funding programs and for the
transportation enhancement program for fiscal years 1992-95.)

In contrast to long-standing highway programs, the transportation
enhancement program was new. Before funds could be obligated for
enhancement projects, state departments of transportation had to decide
with metropolitan planning organizations how to structure the program
and allocate funds. Furthermore, for the enhancement program, as for
other federal-aid highway programs, sponsors needed to be prepared to
pay most, if not all, of a project’s costs up front and then receive
reimbursement from FHWA, via the state. FHWA’s practice of providing
reimbursements rather than grants was unfamiliar to some local officials.
However, as discussed later, a legislative change now gives sponsors the
option of receiving an advance payment for a transportation enhancement
project based on the project’s schedule of cash needs.
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Figure 1: Cumulative Obligation Rates for Transportation Enhancement Funds and Other Selected Highway Programs,

Fiscal Years 1992-95
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Note: The selected programs represent major federal-aid highway programs and account for
approximately 70 percent of the highway funds authorized by ISTEA.

Source: GAQO'’s presentation of data from FHWA's information system.

Obligation Rates Vary
Among States for a
Variety of Reasons

The obligation rates for transportation enhancements vary considerably
from state to state. At the end of fiscal year 1995, Washington State had
obligated 99 percent of its available funds, while lowa had obligated

7 percent. Figure 2 groups and displays the states’ obligation rates, and
appendix IV provides the obligation rates for each state for fiscal years
1992-95.
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Figure 2: Cumulative Obligation Rates for Transportation Enhancement Funds, Fiscal Years 1992-95
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Source: GAQO's presentation of data from FHWA's information system.
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We asked transportation department officials from 16 states, as well as
representatives from five interest groups and four sponsoring
organizations, what difficulties they had encountered in obligating
enhancement funds. They mentioned four major factors: (1) Local
sponsors were unfamiliar with federal-aid highway programs’
administrative procedures, (2) programs mandated by ISTEA took time to
develop, (3) administering a large number of low-cost projects was
perceived as burdensome, and (4) state transportation departments lacked
the staff or expertise needed to administer enhancement projects, since
such projects differed significantly in scope and nature from traditional
highway construction projects. In addition, the Rails-to-Trails Conservancy
mentioned a fifth factor—a limit imposed by federal budgetary constraints
on the total amount a state can obligate in a given year. Because this limit
applies to the federal-aid highway program as a whole and the states have
the discretion to allocate their available authority among the individual
highway programs, transportation enhancement projects are competing
for funds with higher-priority traditional highway projects and find
themselves at a disadvantage, according to Conservancy officials. A
Wisconsin transportation enhancement program manager told us that
because of the federal limit on obligations, the state has restricted its
obligations for transportation enhancements to approximately 40 percent
of the funds apportioned for enhancements in recent years. (App. V
discusses these factors in more detail.)

The process for obtaining enhancement funds was eased through
provisions of the National Highway System Designation Act of 1995,
enacted in November of that year. This legislation permits the streamlining
of environmental and historic preservation reporting requirements for
transportation enhancement projects. It also gives sponsors the option of
receiving advance payments for transportation enhancement projects.
These payments, FHWA officials noted, are based on the projects’ schedules
of cash needs.

To promote transportation enhancement projects, FHWA is currently
providing the states and local sponsors with additional guidance on
federal-aid highway and other relevant federal regulatory requirements,
according to an FHWA official. FHWA also helped sponsor a conference on
transportation enhancements in 1994 that was attended by over 300
stakeholders from 49 states. The intent of the conference was to assess the
achievements realized to date and brainstorm what changes might be
needed to maximize the benefits of transportation enhancement funding.
A second conference, held in June 1996, was intended to showcase
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successful enhancement projects and demonstrate why such efforts are
essential for developing effective community-based transportation
systems.

Data on Uses of
Enhancement Funds

FHWA’s data on the types of projects being funded with transportation
enhancement moneys are limited and have significant problems. However,
data collected by the Rails-to-Trails Conservancy indicate that nearly all of
the projects for which funds were obligated from October 1, 1992, through
February 1996 fell into 4 of the 10 eligible categories: bicycle/pedestrian
facilities, rail-to-trail conversions, landscaping projects, and the
rehabilitation of historic transportation buildings or facilities. In addition,
the states and FHWA division offices have variously interpreted the link
between transportation and the rehabilitation of historic buildings and
facilities.

FHWA’s Data on
Transportation
Enhancement Projects
Raises Concerns

From fiscal year 1992 through fiscal year 1994, Fawa formally tracked
information only on the states’ overall obligations for transportation
enhancement funds. FHWA did not track the obligations for specific
projects, but it did ask the states to estimate the amounts they obligated to
each of the 10 transportation enhancement categories beginning in fiscal
year 1992. FHWA recognized that, because of incomplete and perhaps
inaccurate reporting, the data were of limited use.5

In fiscal year 1995, however, FHWA began to collect data on the obligations
for individual enhancement projects. Our analysis of these data showed
that over 50 percent of the transportation enhancement funds had
apparently been used for ineligible activities.” Specifically, according to
FHWA’s data, transportation enhancement funds were used for construction
engineering, training, highway and bridge raw materials, and traffic
signals, but these types of activities are not eligible for enhancement
funding unless they are linked to one of the 10 categories listed in
appendix II.

After we advised FHWA of this problem, FHWA began an investigation in four
states where a high proportion of transportation enhancement funds had
apparently been used for ineligible activities. According to a program

SWe attempted, but were unable, to reconcile these data with the states’ actual obligations of
transportation enhancement funds.

For closed projects, 57 percent of the obligations were listed as applied to apparently ineligible
activities; for active projects, 55 percent of the obligations were listed as applied to such activities.
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official, FHWA’s preliminary findings, based on a sample of projects in each
state, indicate that in most cases state and/or FHWA officials did not code
the projects for the proper statistical category in FHWA’s database. In other
words, the projects were eligible, but they were coded in the wrong
category. In one instance, funds were obligated to the wrong program
category, but the responsible state has corrected this misobligation of
funds. A program official stated that FHWA’s review of this issue is now
complete and the problems have been corrected for the projects sampled
from the four states. However, the problem is not limited to the four
states; it occurred nationwide and involved over 50 percent of the
transportation enhancement funds obligated in fiscal year 1995.

FHWA officials told us they will be sending a memorandum to their field
offices instructing the staff to be more diligent in the future when coding
transportation enhancement projects. They are also considering
incorporating edit checks into the transportation enhancement coding
process, if appropriate, after an FHWA task force completes an ongoing
review of the entire financial information system. However, the officials
implied that although they may consider incorporating edit checks, they
will probably not do so, since the task force is expected to recommend a
reduction in the number of codes requiring choices on the part of data
entry clerks. FHWA expects this streamlining to improve the accuracy of the
data throughout its information system. However, FHWA officials also
observed that the streamlining could eliminate coding for transportation
enhancement projects altogether.

Since FHWA has corrected the data for only the sampled projects in the four
states it reviewed, reliable information on obligations for enhancement
projects, from fiscal year 1995 (when FHWA began collecting the data) to
the present does not exist. Therefore, FHwWA will not have data to report to
the Congress on how the funds authorized for transportation
enhancements have been used.

Four Types of Projects
Received Most of the
Funding

According to data collected by the Rails-to-Trails Conservancy, projects
involving facilities for bicyclists or pedestrians accounted for about

36 percent of the obligations for transportation enhancements during the
4-year period. (See fig. 3.) Rail-to-trail conversions, restorations of historic
transportation facilities, and landscaping projects have each accounted for
approximately 15 to 17 percent of the obligations. (See app. VI for
examples of the types of transportation enhancement projects funded
most frequently during fiscal years 1992-95.) Projects involving highway
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water runoff, billboard removal, and archeological planning and research
accounted for the smallest proportions of the obligations. These projects
received 1.5 percent, 1.3 percent, and 0.8 percent of the total enhancement
funding, respectively.

Figure 3: Percentages of Federal
Transportation Enhancement Funds,
by Project Category, From October 1,
1991, Through February 1996

Landscaping

Other

\

17%

Bike/Pedestrian Facilities

Rail-Trail Conversion

Historic Transportation Facilities

Note: “Other” includes historic preservation (7.0 percent), scenic/historic acquisitions
(3.9 percent), scenic/historic highways (2.6 percent), highway water runoff (1.5 percent), billboard
removal (1.3 percent), and archaeological planning and research (0.8 percent).

Source: GAQO'’s presentation of data from the Rails-to-Trails Conservancy.

Projects for bicyclists and pedestrians received the bulk of transportation
enhancement funds largely because they were very popular with
community organizations, were much farther along in the design process
than other projects, and were readily defined in statewide or urban area
bikeway plans and trail systems. Although such projects were often
eligible for federal-aid highway funding before the enactment of the
enhancement set-aside—when, for example, they were incorporated as
components of larger projects—the enhancement program dramatically

Page 11 GAO/RCED-96-156 Transportation Enhancements



B-271840

increased the amounts designated specifically for them. Between 1973 and
1991, the states spent a total of $40.7 million on such projects; from fiscal
year 1992 through February 1996, the states had awarded approximately
$581 million, according to data from the Rails-to-Trails Conservancy.

As previously mentioned, FHWA helped sponsor a conference on
transportation enhancements in June 1996 that was intended to showcase
successful enhancement projects and demonstrate why such efforts are
essential for developing effective community-based transportation
systems. The conference featured 25 of the best projects, chosen from
over 80 that were nominated. Some of these projects include the following:

In San Francisco, California, transportation enhancement funds are being
used to support preliminary engineering, design, and construction work on
the long-neglected Ferry Building. This effort is intended to reestablish the
building as a major intermodal transportation and mixed-use complex,
emphasizing the historic and public nature of the building and improving
connections between transportation by land and water.

In rural Liberty County, Georgia, transportation enhancement funds are
being used to link five heritage tourism sites of statewide and national
historic significance. The sites, which commemorate African-American life
from slavery through more recent times, are linked through directional
and interpretive signage, a common travel brochure, and a joint marketing
effort.

In Minneapolis, Minnesota, transportation enhancement funds were used
to rehabilitate a once-closed bridge as a short-line trolley, bicycle, and
pedestrian corridor. A survey conducted last summer indicated that over
12,000 people per week were using the bridge; of these, nearly half were
commuting to and from the downtown business district. The bridge also
connects the downtown with the University of Minnesota.

Some Enhancement
Projects May Not Have a
Direct Link to
Transportation

According to many of the state officials and some of the interest group
representatives we contacted, the eligibility criteria for funding some
enhancement projects—especially historic preservation projects—have
been variously interpreted. 1ISTEA’s definition of historic preservation is
broad and general: It simply lists historic preservation as an activity
eligible for enhancement funding. FHWA’s implementing guidance requires
that to be eligible for funding, any transportation enhancement
project—including a historical preservation project—must have a direct
link to an intermodal transportation system by function, proximity, or
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impact.® However, the states and FHWA’s division offices have interpreted
this link in different ways. According to a 1994 FHWA review of
enhancement programs in nine states,’

“[t]here was a rather wide variety of eligibility decisions made in the historic preservation
category and it was not unusual to find actions that had been approved in one State and
denied in another. This was generally due to varying interpretations of what constituted a
direct relationship to the intermodal transportation system.”

Some interpretations have resulted in the funding of historic preservation
projects that appear to have little or no link to transportation. The
questionable link to transportation is shown in the following examples,
which we identified through discussions with state officials and interest
group representatives.

Rehabilitation of grandstands at the lowa State Fair. lowa’s transportation
department and FHWA’s division office approved $750,000 to renovate the
historic Iowa State Fair grandstand, built in 1927. This renovation, a

$4.3 million project to be completed in four phases, will restore the
grandstand to its original condition. According to a state transportation
official, some groups within the state, such as bicycle advocates, opposed
the use of enhancement funds for this project because they believed it had
no direct link to transportation.

Purchase and renovation of Oddfellows’ Building in Griffin, Georgia.
Georgia’s transportation department and FHWA’s division office approved
$1 million to restore the Oddfellows’ Building and convert it into an opera
house and meeting hall in 1994. Local officials saw the rehabilitation as
providing space for meetings and theater performances as well as boosting
tourism in the downtown area. A Georgia transportation official suggests
that this project would probably not be approved for funding today
because more is known about the guidance requiring a direct link to
transportation.

8According to ISTEA, “the term ’transportation enhancement activities’ means, with respect to any
project or the area to be served by the project, provision of facilities for pedestrians and

bicycles . . .[and the other nine categories of eligible activities].” FHWA interpreted the overall context
of the phrase “with respect to any project” to mean that the proposed transportation enhancement
project or activity must have a direct relationship to the intermodal transportation system, but not
necessarily to a currently planned highway project. The guidance specified that this relationship
should be one of function, proximity, or impact but did not further define these terms except to give
examples of eligible projects, such as an independent bike path and the removal of outdoor
advertising.

9See The Implementation of Transportation Enhancements, FHWA, Office of Program Review and
Office of Environment and Planning (Aug. 1994).
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The written proceedings of a June 1994 workshop on transportation
enhancements—attended by officials from over 300 federal, state, and
local governments, as well as representatives of private organizations
interested in transportation enhancements—highlighted stakeholders’
concerns about the link to transportation. The document noted that during
the workshop, questions arose about Maryland’s justification for using
enhancement funds to restore a Civil War battlefield. In response to a
question about the link between the battlefield and transportation, a
Maryland state representative explained that “you can see the battlefield
when you drive down the road.” Furthermore, this official’s advice was to
not worry about drawing the line on a project’s eligibility, but rather to
push until stopped by FHWA. During the discussion, a representative from
the Office of the Secretary of Transportation concurred with the state
official and noted the Department was encouraging creativity.

Although officials from the Rails-to-Trails Conservancy estimated that the
problem extended to only a small fraction of the historic preservation
projects, FHWA released additional guidance in June 1995 on the eligibility
requirements for historic preservation projects. This guidance reads as
follows:

“. .. In the case of non-transportation historic properties, the concept of direct relationship
has been very widely interpreted. For example, some have interpreted it very broadly,
allowing virtually any historic property to be rehabilitated using transportation
enhancement funds. Others have interpreted this language more narrowly, requiring a
substantial transportation linkage in order for an undertaking to be considered eligible. We
believe this latter interpretation reflects the legislative intent.”

Some stakeholders, however, believe that further guidance is still
warranted. Among the state transportation officials and interest group
representatives we contacted, several said additional clarification was
needed because interpretations of what constitutes a direct link to
transportation continue to vary. According to several officials, the criteria
are still too subjective and each state or FHWA division office has its own
opinion on how to interpret this requirement.
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Views Are Mixed on
Reauthorizing
Transportation
Enhancement
Set-Aside

Twelve of the 16 state officials we interviewed favored greater flexibility in
deciding how much federal aid to use for transportation enhancements.
They wanted to see ISTEA’s 10-percent set-aside modified. The other four
state officials and all of the interest group representatives and project
sponsors we contacted wanted to see the set-aside reauthorized to ensure
continued support for enhancement activities.

Transportation officials who favored modification of the set-aside wanted
to see it replaced with another funding mechanism. Many said it restricted
their state’s ability to spend surface transportation funds on other
higher-priority infrastructure or highway projects, and they stressed the
need to spend increasingly scarce resources on projects for improving
highway capacity or mobility. The manager of Georgia’s enhancement
program said, for example, that the fixed-percentage requirement was
diverting scarce resources from highway preservation and
capacity-enhancement projects, which were 40-percent underfunded in his
state.

Many of the state officials who favored modification of the set-aside said
that transportation enhancement projects were needed and would
continue to receive some funding if the set-aside were lifted. Several said
the enhancement program fostered good public relations and helped them
forge new partnerships with organizations that often opposed
transportation departments’ actions on more traditional highway
construction projects. The managers for the Delaware and Georgia
enhancement programs said, for example, that their programs brought
their departments together with many community, environmental, and
other organizations to plan and develop enhancement projects. However,
many of these officials acknowledged that if the set-aside were eliminated,
the funding for transportation enhancements would be reduced.

Supporters of the set-aside indicated they were generally to very satisfied
with it because it provides a fixed amount of funding to complement
traditional highway projects. Almost one-half the supporters said it
ensured that enhancements would retain a share of the increasingly scarce
federal funds for transportation infrastructure. Without it, they said, the
states’ funding for enhancements would likely be curtailed significantly.

Interest group representatives said that enhancement projects have
received strong public support, improved safety and mobility for
pedestrians and cyclists, and provided various other benefits, such as a
better quality of life, increased civic pride, and more livable communities.
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Conclusions

As proof of the projects’ popularity, a representative of the Rails-to-Trails
Conservancy said that some 10,000 projects have been proposed
nationwide and local sponsors have been willing to contribute an average
of 29 percent of the projects’ costs in local matching funds, well above the
general minimum matching requirement of 20 percent.

FHWA found a similar split in opinion between state transportation officials,
who generally opposed the fixed-percentage set-aside, and local sponsors
and interest groups, who generally supported it.° FHWA interviewed
representatives of 9 state transportation departments, 39 local
governments or metropolitan planning organizations, and 16 special
interest groups. The state transportation officials acknowledged that the
set-aside would have to be retained to ensure that enhancement projects
would be implemented. Although some enhancements would continue to
be funded through other transportation projects, the funding for them
would not be tracked separately from the overall funding for the projects.
Furthermore, according to eight of the nine state transportation officials
FHWA contacted, if the set-aside were eliminated, the states could not
commit themselves to funding their enhancement programs at current
levels because their infrastructure and highway capacity needs far exceed
their financial resources. In contrast, virtually all of the local sponsors and
interest groups contacted by FHWA favored continuing the set-aside beyond
ISTEA’S 6-year authorization period because they believe the program needs
a longer incubation period.

The relatively slow rate of obligation for transportation enhancement
funds may reflect the difficulty of implementing a new and nontraditional
program. Also, as officials from the Rails-to-Trails Conservancy noted, this
difficulty may be compounded by the fact that transportation
enhancement projects have to compete with more traditional programs for
available obligation authority, which is subject to an overall limitation
imposed by budgetary constraints. Thus, obligations for transportation
enhancements continue to be lower than for other transportation
programs, although substantial progress has been made in obligating funds
for enhancements.

Although transportation officials differed over whether the transportation
set-aside should be continued, they agreed that without the set-aside, the
funding for transportation enhancements would be reduced. Whether
funding should continue to be reserved for transportation enhancements

19See the FHWA report cited in footnote 6.
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Recommendation

Agency Comments

and, if so, how much are policy questions for the Congress to consider in
reauthorizing ISTEA.

State officials frequently point to the gap between infrastructure needs and
available resources. In light of this gap, enhancement projects need to
have a strong link to transportation to justify allocating surface
transportation resources for the