





Thus, one of the very first initiatives to come out of the NTP was chartering and
paying for a comprehensive, multimodal study of high-speed rail, maglev, and other
high-speed technologies by the Transportation Research Board. That study, which is
due to report in less than a year, should prove invaluable in understanding the
potential of these exciting technologies.

The Department is also leading a major effort with the Army Corps of Engineers
to determine whether maglev is feasible in this country. Recently, the Department
issued a report to Congress on maglev concluding that several projects have the
potential to recover both operating and capital costs. The Department’s 1991
budget adds significantly to available funding, with Congress appropriating $10
million to the DOT and $2 million to the Corps of Engineers for maglev programs.

Under the National Maglev Initiative, the Department will carry out several
research projects during the coming months and years. We are proceeding with an
in-depth assessment of maglev technology, economics, and market potential. The
analysis will now move to the field work and simulation, to increase our confidence
in the previous analytical work.

Special research will also be undertaken on the feasibility of building maglev
guideways in highway corridors. Preliminary assessments indicate that the location
of maglev systems in Interstate highway median strips may be technically feasible in
certain corridors where horizontal curves are not a restriction.

As the agency responsible for the safety of maglev systems, the Department has
initiated a major effort to ensure the safety of domestic maglev systems. Research
on the Transrapid system -- which is the type proposed for the Florida, California-
Nevada and Pittsburgh projects -- is under way to ensure that unresolved issues of
safety do not slow implementation. This work will evaluate the existing German
safety standards covering this maglev system, the compliance of the system with
these standards, and the need for additional standards for operation in the United
States.

In both the Florida and California-Nevada ‘projects, the Federal Railroad
Administration has begun the technical documentation. Our specialists are focusing
on two questions. First, are there design elements that cause us concern from a
safety standpoint? Second, are there any missing safety design elements? Following
this phase, the agency will begin running test analysis of the systems involved.

In connection with high-speed rail, several initiatives are under way. Building
upon Amtrak’s accomplishments in the Washington-New York corridor, the
Department announced yesterday a Northeast Corridor Task Force to study ways to
improve rail passenger service on the Boston-New York section of the Northeast
Corridor. Results should be ready by next summer. It will be a comprehensive study
of improvements to infrastructure and signaling, as well as the potential for
electrification of this corridor. The goal is to define a system that would allow for
running times of under three hours between these two cities.

On the regulatory side, we are taking steps to promote the kind of innovation at
the state and local level which will yield new initiatives on rail projects.

For example, we are considering measures to increase the flexibility of the States
to implement alternative forms of transportation in certain congested corridors.
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These include the use of planning authority already available under the Surface
Transportation Act to consider such modal transportation alternatives as high speed
rail and maglev.

We are also considering a legislative change permitting States to provide
available highway rights-of-way at little or no cost to high speed rail projects. Asyou
may know, current law requires States to receive market rate compensation for the
use of Federal-aid highway rights-of-way by private companies. This provision drives
up the costs of high speed rail and maglev projects, even though there are good
public policy reasons, in many cases, for encouraging the co-location of
transportation facilities.

Another proposal under consideration would permit States to use Federal-aid
highway funds to make highway facility adjustments to accommodate other modes,
including high speed rail and maglev. Such improvements might include alignment
modifications, fencing, drainage, structural work, grade crossing elimination, and
construction of modal separation barriers. - s

The leadership of the Department of Transportation has joined the problem-
solving team, whether the issue be technology, operational practices, options for
corridors, or economic feasibility. High-speed initiatives also benefit from the fact
that the Department itself is in a transition, away from individual decisions and
actions by isolated modal administrations, to one of cooperation and concerted
action.

Building on the national transportation policy process, the Department will
continue to conduct long-range strategic planning, bringing together
decisionmakers covering al/l modes of transportation. The Department vows to work
with State, local, and other public and private interests to assess future needs and
respond to emerging issues beyond the perspective of a single mode, sector, or level
of government.

We are not in the business of promoting trains, airplanes or highways. Rather,
we are trying to provide efficient and coordinated transportation travel for the
American public. '

No single transportation mode will be able to meet the full range of
transportation requirements. A spectrum of options with varied capabilities will
have to be fostered to accommodate tomorrow’s needs. This multimodal approach
helps to assure that options such as high-speed rail and maglev are fully and fairly
considered as the nation looks for solutions to transport problems.

We are poised to begin a decade of achievement in the deployment of high-
speed technologies. This gathering today is a testimony to the momentum of your
industry, and the promise it holds for our transportation future.

Thank you, and God bless you.
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lil. INNOVATIVE FINANCE

It is clear that preserving the nation’s highway system and responding to critical
capacity requirements requires more investment. Meeting this need will require
maximum use of hoth current funding sources and new sources of investment
capital.

Conventional user fees, such as fuel and vehicle taxes at the federal and state
level, and the local government tax base will continue to be the predominant source
of highway finance. Recent actions in Washington, including the 1991 DOT
Appropriations Act and the Budget Reconciliation agreement, demonstrate that the
Federal government will maintain its strong role in funding highway development,
-- even while contributing a portion of gas tax revenues to reduce the federal
budget deficit.

We also expect state and local governments to raise the revenues necessary to
maintain their relative share in highway funding. Thirty three states have increased
highway taxes in the last 3 years, and local governments are tapping new sources as
well. California, with the passage of the June Propositions and strong reliance on
the local option sales tax, is a national leader in both regards. These trends are likely
to continue over the next several years, maintaining the current proportion of public
funding roughly as it is today.

But additional resources will be needed, especially in growing regions like
California, with heavy investment requirements and severe competition for state
and local revenues. Conventional motor fuel taxes and related vehicle taxes will
certainly remain the backbone of highway finance, but supplemental funding
sources to advance key projects and supply new forms of service can play important
roles in improving mobility.

For this reason, state and local governments must develop a broader array of
revenue sources to suit their needs and circumstances.

In the past few years, many have done exactly that, either for specific highway
projects or to expand the transportation financial base. Broadened legal and
institutional framewaorks have permitted local governments to organize cooperative
cost-sharing or “value capture” arrangements with private sector interests. These
include property owner contributions of rights-of-way and cash, utilization of
benefit assessment districts, and establishment of impact fee systems. Here in
California, the increasing significance of such funding sources has led to creation of a
Caltrans special Division of Local Programs.

These “innovative financing” methods are being mixed with conventional
funding sources and tailored to fit a wide variety of circumstances -- depending on
the traffic levels, the property development context, and availability of state and
local funds.

These new sources of revenue also require new institutional forms of cooperation
among public and private entities. For example, we are seeing formation of
“transportation development corporations” and “road districts” with limited
powers, as well as local transportation authorities and conventional public toll
authorities with broader responsibilities.
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The more fully private highway concessions with complete finance, design,
construction, and operation franchises, represent a special case, and | will come back
to them later. '

The National Transportation Policy encourages State and local governments to
develop new approaches, and is dedicated to minimizing legal and regulatory
barriers to private sector involvement. We are tracking these developments
nationwide, and have a substantial computerized data base of innovative financing
projects. '

These statistics show that the total value of “innovative financing” --
contributions, assessments, fees, dedicated sales taxes, the monetary value of right-
of-way, and other in-kind services -- may amount to between $1 billion and $2 billion
annually. Thisisin addition to the $2.5 billion in toll revenues.

Last year, the Federal Highway Administration established an annual award for
innovation, and is developing training and technical material to assist interested
state and local governments.

Furthermore, in drafting legislation to reauthorize the Federal Highway
Program, we are considering enlarging the range of sources eligible as a state/local
match in federal-aid projects. Proposals include permitting funds raised by private
sector contributions and through donation of public-owned rights-of-way to
constitute the state/local share.

IV. BROADENING TOLL APPLICABILITY

- Conventional highway funding shortfalls have also led to a resurgence of interest
in toll roads. There are currently about 1000 miles of new toll facilities in various
stages of development.

In 1987, Congress authorized a toll pilot program in seven states to examine the
merits of federal funding participation in toll projects. Under the Pilot Program:

® The projects must be publicly-owned and operated and tolled solely for the
purposes of construction or renovation;

e Tolls may not be applied on Interstate system facilities;
® The federal share of financing may not exceed 35 percent; and

® Toll collections may be continued after the construction debt has been retired,
only if the excess revenue is applied to the facility.

Construction is now underway in three of the pilot states. The four other states
have either location studies, environmental statements, preliminary engineering
work, or right-of-way acquisition underway. Here in California, Orange County was
one of the designated Pilot Program sites, so we are watching this project and the
others with great interest.

The DOT is currently studying an extension of the Pilot Program, which would

make it available in all states, consistent with the NTP’s goal of providing states with
increased flexibility.
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Broadening the Pilot Program to tap the potential of toll-viable facilities could be
achieved in several ways. One would permit states to add new capacity and access
control to any existing free non-Interstate federal aid facility as a public authority
toll road. Another would allow commingling of federal aid with tolls for capacity
additions to existing toll facilities or creation of new ones.

Federal aid could thus be mixed with toll revenues, conventional state sources,
and any other “innovative” sources raised by a public toll authority. The specific
federal share for such projects could be up to 35 percent.

We are also considering the option of allowing tolls to continue beyond debt
retirement, making revenues available to supplement conventional state and
federal transportation funds.

A parallel approach for the discretionary bridge program is under consideration
in the form of a required toll feasibility assessment as a precondition for federal aid.

V. PRIVATIZATION

The last frontier is, of course, “full privatization,” where the private sector takes
on the complete range of project responsibilities, including design, finance,
construction, operation and maintenance. Proposals include the Assembly Bill 680
concessions here in California, the Private Capital Involvement Projects in Puerto
Rico, the Northern Virginia Toll Road Corporation, and several others at earlier
stages of development.

We are considering another extension of the Toll Pilot Program to encompass
privately-financed toll projects as well. Under this concept, privately financed toll
projects could add capacity to existing federal-aid facilities or build new ones.

Even without state participation, a private project might be eligible for federal
funding, provided the State had an agreement with the private entity covering
general public interest requirements. The decision to use its federal aid
apportionment for such projects would, of course, be up to the states.

The ultimate extension of the Toll Pilot program would permit federal and state
aid participation in “privatized” projects mixed with private debt and equity
financing.

It is clear that many new forms of public/private partnerships are possible and
desirable. The private sector offers untapped resources for highway development --
financial, technical, and entrepreneurial-- which must be taken advantage of.

Historically, the private sector has contributed to project design and
construction, but only to a limited extent in financing and project development.
Consequently, there are challenging issues which must be explored and sorted out in
seeking new forms of public/private partnership.

Many of these issues are recognized in your Conference agenda this week, such
as the appropriate allocation of risk and reward, problems of competition and
monopoly, and issues of efficiency and equity. These issues can be resolved and,
given the imperative need, experimentation is in order.
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lli. INNOVATIVE FINANCE

It is clear that preserving the nation’s transportation system and responding to
critical capacity requirements requires more investment. Meeting this need will
require maximum use of both current funding sources and new sources of
investment capital.

Conventional user fees, such as fuel and vehicle taxes at the federal and state
level, and the local government tax base will continue to be the predominant source
of highway finance. Recent actions in Washington, including the 1991 DOT
Appropriations Act and the Budget Reconciliation agreement, demonstrate that the
Federal government will maintain its strong role in funding highway development --
gvin while contributing a portion of gas tax revenues to reduce the federal budget

eficit.

We also expect state and local governments to raise the revenues necessary to
maintain their relative share in highway funding. Thirty three states have increased
highway taxes in the last 3 years, and local governments are tapping new sources as
well. These trends are likely to continue over the next several years, maintaining the
current proportion of public funding roughly as it is today.

But additional resources will be needed, with heavy investment requirements
and severe competition for state and local revenues. Conventional motor fuel taxes
and related vehicle taxes will certainly remain the backbone of highway finance, but
supplemental funding sources to advance key projects and supply new forms of
service can play important roles in improving mobility.

For this reason, state and local governments must develop a broader array of
revenue sources to suit their needs and circumstances.

In the past few years, many have done exactly that, either for specific projects or
to expand the transportation financial base. Broadened legal and institutional
frameworks have permitted local governments to organize cooperative cost-sharing
or “value capture” arrangements with private sector interests. These include
property owner contributions of rights-of-way and cash, utilization of benefit
assessment districts, and establishment of impact fee systems.

These “innovative financing” methods are being mixed with conventional
funding sources and tailored to fit a wide variety of circumstances -- depending on
the t;affijc levels, the property development context, and availability of state and
local funds.

These new sources of revenue also require new institutional forms of cooperation
among public and private entities. For example, we are seeing formation of
“transportation development corporations” and “road districts” with limited
powers, as well as local transportation authorities and conventional public toll
authorities with broader responsibilities.

The more fully private concessions with complete finance, design, construction,
and operation franchises, represent a special case, and | will come back to them later.
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The National Transportation Policy encourages State and local governments to
develop new approaches, and is dedicated to minimizing legal and regulatory
barriers to private sector involvement. We are tracking these developments
nationwide, and have a substantial computerized data base of innovative financing
projects.

These statistics show that the total value of “innovative financing” --
contributions, assessments, fees, dedicated sales taxes, the monetary value of rights-
>f-way, and other in-kind services -- may amount to between $1 billion and $2 billion

-izally. Thisisin addition to the $2.5 billion in toll revenues.

L »ar, the Federal Highway Administration established an annual award for
innove and is developing training and technical material to assist interested
state and iocal governments.

Furthermore, in drafting legislation to reauthorize the Federal Highway
Program, we are considering enlarging the range of sources eligible as a state/local
match in federal-aid projects. Proposals include permitting funds raised by private
sector contributions and through donation of publicly-owned rights-of-way to
constitute the state/local share.

IV. BROADENING TOLL APPLICABILITY

One of the most promising areas for public/private cooperation is in the area of
direct user charges through tolls. Charging a direct fee for the use of a facility is
being implemented in two areas of transportation: airport landing fees and toll
roads.

The 1990 Budget agreement provides airport operators with additional revenue
and flexibility by allowing the imposition of Passenger Facility Charges. Under this
provision, airports may charge passengers up to $3 per enplanement. Airports are
also imposing landing fees set in proportion to actual airport costs.

Conventional highway funding shortfalls have also led to a resurgence of interest
in toll roads. There are currently about 1000 miles of new toll facilities in various
stages of development.

In 1987, Congress authorized a toll pilot program in seven states to examine the
merits of federal funding participation in toll projects. Under the Pilot Program:

® The projects must be publicly-owned and operated and tolled solely for the
purposes of construction or renovation;

® Tolls may not be applied on Interstate system facilities;
® The federal share of financing may not exceed 35 percent; and

® Toll collections may be continued after the construction debt has been retired,
only if the excess revenue is applied to the facility.

Construction is now underway in three of the pilot states. The four other states

have either location studies, environmental statements, preliminary engineering
work, or right-of-way acquisition underway.
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The DOT is currently studying an extension of the Pilot Program, which would
make it available in all states, consistent with the NTP’s goal of providing states with
increased flexibility.

Broadening the Pilot Program to tap the potential of toll-viable facilities could be
achieved in several ways. One would permit states to add new capacity and access
control to any existing free non-Interstate federal aid facility as a public authority
toll road. Another would allow commingling of federal aid with tolls for capacity
additions to existing toll facilities or creation of new ones.

Federal aid could thus be mixed with toll revenues, conventional state sources,
and any other “innovative” sources raised by a public toll authority. The specific
federal share for such projects could be up to 35 percent.

We are also considering the option of allowing tolls to continue beyond debt
retirement, making revenues available to supplement conventional state and
federal transportation funds.

A parallel approach for the discretionary bridge program is under consideration
in the form of a required toll feasibility assessment as a precondition for federal aid.

V. PRIVATIZATION

The last frontier is, of course, “full privatization,” where the private sector takes
on the complete range of project responsibilities, including design, finance,
construction, operation and maintenance. Proposals include the Private Capital
Involvement Projects in Puerto Rico, the Northern Virginia Toll Road Corporation,
and several others at earlier stages of development.

We are considering another extension of the Toll Pilot Program to encompass
privately-financed toll projects as well. Under this concept, privately financed toll
projects could add capacity to existing federal-aid facilities or build new ones.

Even without state participation, a private project might be eligible for federal
funding, provided the State had an agreement with the private entity covering
general public interest requirements. The decision to use its federal aid
apportionment for such projects would, of course, be up to the states.

The ultimate extension of the Toll Pilot program would permit federal and state
aid participation in “privatized” projects mixed with private debt and equity
financing.

It is clear that many new forms of public/private partnerships are possible and
desirable. The private sector offers untapped resources for transportation
development -- financial, technical, and entrepreneurial-- which must be taken
advantage of.

Historically, the private sector has contributed to project design and
construction, but only to a limited extent in financing and project development.
Consequently, there are challenging issues which must be explored and sorted out in
seeking new forms of public/private partnership.
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The bottom line is that public/private partnerships and fully private initiatives can
improve transportation services at the local level. It brings market forces to bear on
the allocation of scarce resources. We are seeing the results in mass transit, privately
built and operated toll roads, and the new technologies surrounding Intelligent
Vehicle Highway Systems, and high speed rail.

Privatization also encourages management at its best, improving public services
by sharpening the sense of local involvement in solving transportation problems.
But the real advantage of public/private partnerships is that they make things
happen, and build things that would not be built otherwise.

For example:

® Here in the Washington area, a public service corporation has been formed to
construct an extension to the Dulles Airport toll road;

® In Orange County, California, a partnership has been created to build three
state-of-the-art toll highways;

® In Orlando, Florida a cooperative agreement was signed recently to begin
testing an Intelligent Vehicle Highway System, which is expected to provide safer
and more efficient use of existing highway capacity;

® In New York City, over $100 million in transit improvements were funded by the
private sector;

® In Boston, a private developer leased the South Station, then rehabilitated it
and added a downtown mall. He now maintains the space and rents it from the
transit agency.

® In the Meadowlands in New Jersey, a developer is constructing a project which
will tie together several rail lines, thereby improving access to Manhattan and
developments in the Meadowlands itself;

® [n Seattle, negotiations have led to nine joint development agreements
between Metro and private developers. These projects provide new development
for the private sector, while saving the City of Seattle and Metro over sixteen million
dollars in land acquisition costs.

These and other projects recognize the non-federal role in building
transportation infrastructure. Innovative financing, tolls, and other mechanisms
should be used to a greater extent, and federal policy should support this kind of
creative thinking.

There is much to be learned. The initiatives so far suggest that there are
alternative institutional and financial arrangements that merit consideration. There
is also much to be gained from studying the examplesin in Europe, where major new
highway systems are emerging under arrangements where the division between the
public and private sector interests is less than clear. In an increasingly globally
competitive environment, we cannot presume a monopoly on good ideas.
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Vi. PUBLIC/PRIVATE PARTNERSHIPS IN RESEARCH AND TECHNOLOGY
DEVELOPMENT '

While most of my remarks today regard private sector involvement in actual
transportation development, | would like close by emphasizing that our attempt to
forge new public/private relationships does not end there. A major thrust of the
National Transportation Policy is to regain world leadership in transportation
technology and expertise. The Congress this effort in the recent 1991
Appropriations Act, which includes a substantial increase in DOT funds for research
and technology deployment.

Given the opportunities for innovation and the potential rewards of the
marketplace, it would not be surprising to find a close link between new technology
and an evolving role for the private sector in transport development. | know that
many of you here today are actively involved in exploring this link.

Within the highway arena, our renewed R&D efforts are dedicated to three basic
areas: (1) long term research in materials, methods and operations; (2) motor carrier
regulations; and (3) intelligent vehicle highway systems or IVHS.

For IVHS, we are looking for technology to increase the efficiency, safety, and
productivity of highways through advanced traffic management, information and
control systems. We recognized early on that a new form of alliance between the
public and private sectors and research institutions is vital to progress in this area.

For instance, | have made several trips to California to keep up to date with the
progress of the Pathfinder, Smart Corridor, Crescent and other projects where the
federal, state and private sector partnership is already at work. At the national level,
the DOT recently participated in the formation of “IVHS America,” with a 30-
member Steering Committee drawn from both the public and private sectors. The
Committee will act as an official advisor to the Department in charting the course of
this important initiative.

Your association is on the cutting edge of these and other exciting developments
for the future of transportation. New relationships between the public and private
sectors touch many of your most critical concerns. Maximum promise may lie in a
new era of shared responsibility, risk, and reward between the public and private
sectors which can tap the obvious strengths of each.

To make the transportation investments today that ensure our continued
prosperity tomorrow, | believe that the partnership of the public and private sectors
must be pursued to its fullest advantage. The operations of the private market made
this country and our standard of living the envy of the world. It's energies must be
directed toward keeping the American transportation system the best in the world.

Thank you and God blessyou.
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REMARKS PREPARED FOR DELIVERY BY
DEPUTY SECRETARY OF TRANSPORTATION ELAINE L. CHAO
FRA REGIONAL DIRECTORS CONFERENCE
ARLINGTON, VIRGINIA
NOVEMBER 26, 1990

® Good evening, and thank you, Perry.

® | am delighted to be here, and appreciate the
chance to meet so many of the fine people that make up
the FRA. | appreciate your invitation and your
hospitality.

® Since becoming Deputy Secretary, | feel | have really
come to know not just the many missions of the FRA,
but also some of your marvelous people and the spirit
that motivates them -- people like Gil Carmichael, Perry
Rivkind, Bill Watt, Mark Lindsey, and Phil Olekszyk. This
is a proud team with justifiable pride in the progress of
the American railroad system.

® This conference reflects the determination to get
on with the job -- to find ways in which the agency can
carry out its responsibilities more efficiently. This
conference formally recognizes that the FRA regional
offices can be a solid basis on which to build a stronger
management team within the agency.

® Clearly, each of you, the FRA's regional directors of
safety, are critical participants in this process.
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the fact that today the regional directors of FRA have
joined the agency’s central management team.

e At the end of the week, as you return to Portland,
or Fort Worth, or Cambrldge or another regional office,
you will not be breakmg the tie with the management
team at FRA. You will be back more often.

® You are taking part in finding approaches to
improved communications, inspections, safety training,
cooperative efforts with the states, and enforcement.
You must take responsibility for successfully and
efficiently executing the policies you are helping to
create.

® Your professionalism has raised the level of public
awareness of the need for an absolutely safe rail system.
| am grateful for your efforts, and urge you to keep up
the good work.

® Thank you, and God bless you.



REMARKS PREPARED FOR DELIVERY BY
DEPUTY SECRETARY OF TRANSPORTATION ELAINE L. CHAO
SEMINAR ON TECHNOLOGY TRANSFER AND ADAPTABILITY
IN INDUSTRIALIZED NATIONS
ORLANDO, FLORIDA
NOVEMBER 12, 1990

Thank you, Gene. Good morning. | am delighted to
be here in Orlando to participate in this international
seminar on technology transfer in industrialized
countries.

Today, | want to share with you some of my thoughts
on the changing context facing surface transportation
in most OECD-member countries, and outline the U.S.
response to this new context.

CHANGING CONTEXT

| believe transportation policies and programs of
member countries in the 1990s will be shaped by several
major trends:

First, growth in travel demand will exert tremendous
pressure on existing systems. In the U.S., two-thirds of
peak hour traffic on U.S. urban freeways is already
moving at under 35 miles per hour, or 56 kilometers per
hour, in great part because of the past vitality of the
U.S. economy. In addition, heavy truck travel has tripled
in the last 25 years.



By all accounts, road congestion in Europe and Japan
is also worsening. European travel is growing faster
than in the United States, and will be further spurred by
the creation of a single European market in 1992.
Japanese travel is growing too, primarily due to the
extraordinary strength of its economy.

Second, the unwanted side effects of this traffic
volume are becoming more evident. There has been
some progress in reducing accident rates and severity in
OECD countries. In the United States, for instance,
traffic fatalities are down slightly, to about 45,000
annually, while the rate of fatalities per passenger mile
has declined by 3%. Still, the number of traffic injuries
and deaths is intolerable. Annual fatalities total over
400,000 worldwide, with 120,000 in OECD-member
countries.

Other negative effects are on the rise in many parts of
the world. Air pollution from traffic and other sources is
damaging the health of many of our citizens, and may
be detrimental to the climate patterns of the earth.
Noise levels, too, pose an increasing threat to the
quality of life.

In spite of these factors, most of us are relying more
and more on the flexible mobility provided by motor
vehicles. Dispersed job sites and residences are the



product of the automotive age, and hard to reach
efficiently in the short-run except by motor vehicle.

The United States is especially concerned with the role
of transportation in improving productivity and
assuring international competitiveness. We believe that
investments in transportation infrastructure can
improve the comparatively poor recent U.S. productivity
record.

The solution will require innovation and investment,
at a time when funding for transportation
infrastructure is harder to come by in most member
countries.

U.S. RESPONSE TO THE CHANGING CONTEXT HAS BEEN
MANIFOLD

Earlier this year, President Bush announced a new
National Transportation Policy. This policy -- the first in
a decade -- was based on an outreach effort across the
complete array of transportation interests and across
the country.

At its core, the National Transportation Policy
recognizes that government must get closer to its
customers. Greater investment and improved
productivity requires a new balance between the public
and private sectors. This will become more evident



when we propose legislation next year to reauthorize
the U.S. highway program. A restructuring is under
consideration which will better utilize the financial,
management, technical and entrepreneurial resources
of the private sector.

It is clear that history endorses this effort, as we see
similar ideas take hold in Eastern Europe and the
developing countries. Even in the democratic, market-
oriented countries of the OECD, the trend is in the same
direction.

At the Department of Transportation, we are devising
surface transportation strategies to implement the new

policy.

First, federal programs for financing highway
improvements must be restructured. Federal resources
will focus on highways of truly national importance.
These are the investments that yield the highest returns
to users, and promise the greatest improvement in our
mediocre rate of productivity growth.

Our existing highway programs need to become more
flexible. Individual states, for instance, should be able
to spend federal funds for projects that best solve local
transportation problems. They should not have to
spend money for specific purposes designated in the
remote halls of Washington. They should also have



more freedom to spend federal highway funds on
public transit improvements, in circumstances where
that would provide better service.

While providing more flexibility, the federal
government should expect greater State accountability
in return. For example, the establishment of more
rigorous State management systems will ensure the best
use of federal funds. These systems will guide spending
on maintenance, safety improvements, air quality
control, and congestion relief.

We will also encourage greater financial
contributions directly from the beneficiaries of road
projects. We need to continue our strong reliance on
user fees and enlarge potential sources. This suggests
greater reliance on toll financing and other means, such
as contributions from local landowners. As we refine
our strategy on toll roads and public/private
cooperation, we are looking at the experience of
France, ltaly, Japan and other countries with wide
application of toll road concessions.

We also expect to more fully open the door to
projects involving greater participation by private firms
in all phases of surface transportation, from finance and
design through maintenance and operation.



STREAMLINE REGULATIONS

In a further effort to improve efficiency and
competitiveness, the United States is continuing to
streamline existing regulations in all transport modes.
In the past ten years, it is estimated that deregulation of
freight -- including air, rail and truck -- has saved about
$40 billion annually. Building on this success story,we
have three principle objectives in the highway sector:

® First, having already substantially reduced federal
regulation, we now seek uniform State regulations
for registering trucks and reporting taxes;

® Second, we seek elimination of remaining federal
economic regulations on interstate shipping; and

® Third, we will cooperate with OECD and other
countries to harmonize international standards for
motor vehicles and containerized freight.

| am sure that those of you from the European
Community recognize how closely our agenda
resembles the measures to remove obstacles to open
transportation within the single European market.

RENEWED EMPHASIS ON RESEARCH AND TECHNOLOGY

New programs, new sources of money, and
streamlined regulations must be supplemented by new



technologies if our economies are to thrive and yield a
better quality of life. These technologies will range
from whole new systems, such as high-speed trains, to
refinements of today’s systems, such as more durable
paving materials and cheaper repair methods.

The U.S. Department of Transportation is committed
to increased spending on transport research and
development. Within our Federal Highway
Administration alone, overall R&D spending will total
$30 million in Fiscal Year 1991 -- up from $19 million in
Fiscal Year 1990. Entirely separate from these
expenditures, funding for Intelligent Vehicle Highway
Systems, or IVHS, has increased from $3 million to $20
million in the same period.

IVHS, as well as the SHARP program focusing on
improved pavement, are but two examples of our
renewed commitment to technology development.
Both also demonstrate the need for increased emphasis
on international cooperation and technology transfer.

Most transportation technology originates in OECD-
member countries. It would be wasteful for us to ignore
the rich store of inventions made in your countries, just
as you would be ill-advised to ignore ours. None of us
should make that mistake. International seminars such



as this one will proliferate in the future, and you will
find U.S. representatives attending more frequently.

Equally important is transferring knowledge from
inventors to the engineers and technicians who must
implement these ideas on a large scale. This process
must improve if we are to reduce congestion, save lives,
and attack unwanted side effects of present systems.

In the United States, our Federal Highway
Administration makes an important contribution to
speeding the application of road technologies through
a system of Technology Transfer Centers in most of our
States.

These Centers improve the flow of technical
information between technology suppliers, such as
universities or the Federal government, and local
officials who need the technology.

The 46 Centers provide practical information of
immediate use to over 50,000 local highway authorities.
Some Centers use traveling vans to take the expertise on
the road, so that local users get the latest know-how
first hand. Many even offer “how to” manuals,
technical bulletins, videotape libraries, and special
information services over the telephone.



As some of you know, technology transfer centers can
be effective at the international level as well. In 1987,
the Pan American Highway Congress established the
first regional international technology transfer center.
This Pan American Institute of Highways promotes the
transfer of technology between the Americas. |
understand that the Institute is working well, and we
hope that its charter will be made permanent at the
meeting next March in Montevideo of the Pan American
Highway Congress.

You will be hearing more about these Centers in the
course of the seminar. We will, in turn, be looking for
ideas from your countries on how to ensure that costly
research finds its way into general use.

CONCLUSION

It is clear that we live in changing and challenging
times. As we cope with these changes, we should
commit ourselves to fostering an environment where
competition and technology can flourish. | foresee
transportation networks combining the best elements
of the public and private sectors in a formidable joint
venture.

These are not unrealistic expectations, but real
possibilities essential for the economic health of our
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