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All levels of government together are spending about $40 billion a year on capital
improvements to our nation's highways, bridges, and transit systems. However, a report that
Secretary Pefia recently submitted to Congress estimated that we need to invest $57 billion
annually just to maintain the current conditions of those systems. That is to say, today's
number of potholes, today's levels of congestion, today's average age of buses and railcars.

And if you think today's conditions aren't satisfactory, that report also projected that an
additional $23 billion could be invested in projects whose quantified benefits -- such as savings
from congestion reduction -- would outweigh their costs. Given those levels of need and
opportunities for improvement, it's no wonder that we see the impact of our investment
shortfall every day.

We see a shortage of capacity -- in all modes -- that causes congestion, resulting in
what amounts to a $40 billion-plus annual tax on the American traveling public. We all know
what the public thinks about paying taxes, but I think they feel the same way about the hidden
congestion tax.

We see changes in the way our transportation system works to serve the economy --
such as "just-in-time" delivery or double-stack railcars -- that are true efficiencies and ought to
be providing us with a national competitive advantage -- if they aren't thwarted by poor
intermodal connections and bottlenecks.

We see changing patterns of commuting and goods movement that our existing system
wasn't designed to handle.

And we see -- all too often -- aging, crumbling infrastructure that causes disruption and
delays and risks our safety.

Now some of these needs are being met through sound investment policy and by
making better use of the flexibility offered by ISTEA -- the Intermodal Surface Transportation
Efficiency Act, which authorizes federal highway and transit programs. For example, we can
reduce pressure on airports by promoting intercity rail, and we can reduce the need for
highway expansion if we encourage ridesharing and transit use. And we can make our
transportation system operate more efficiently through better management and through new
technologies we call Intelligent Transportation Systems -- much of which focus not on exotic
systems but on the infrastructure-based solutions that are the nuts-and-bolts of transportation
management.

But there's no getting around the fact that -- as things now stand — this country needs

far more investment in its transportation infrastructure than will be provided by the traditional
forms of public sector participation.
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value of about $2 billion. That's only the start, because we have a second round of projects --
worth perhaps another $3 billion in construction value -- that we hope to announce shortly.

So innovative financing is not about petty cash -- even in terms of the large volume of
national needs, it can make a real difference in the money available to transportation agencies.
For example, I'm told that the Ohio Department of Transportation is funding a third of its new
capital projects using innovative financing tools.

Nor is innovative financing only about highways. Although many of our early projects
have been ones to build new roadways, other modes -- such as transit, rail, and aviation --
have equally-great potential.

For instance, Norfolk Southern put up the money to add a third track on a rail right-of-
way in Cincinnati, greatly cutting rail congestion and thereby attracting traffic off of congested
highways. This project opened last Wednesday -- just 10 months after we approved it this past
January. Norfolk Southern will be reimbursed for this over time through the state's ISTEA
allocation using the technique known as advance construction funding.

In Chicago, the FTA recently helped that city's transit authority get 800 new railcars
and save between $35 and $40 million through a sale-leaseback arrangement.

And a few days ago I was pleased to participate in ceremonies to mark an agreement
for a private developer to put in an entire new station on Washington's Metro system, again so
that their property can realize its true value.

Airport construction -- which relies on the capital markets for as much as three-quarters
of its funding -- has in many ways served as the prototype for involving the private sector in
public projects. We're committed to working with airport sponsors to find new ways to
improve that partnership.

* Our early efforts under the Partnership for Transportation Investment have focused on
two major concepts.

First, the idea of building more projects with fewer direct federal grant dollars by using
leveraging, thereby making more total money available to transportation agencies. That means
strategies such as flexible matches, which let states use private sector contributions to match
federal grants. All told, these approaches have already attracted about $1.5 billion in

increased public and private investment above the level available through conventional cost-
sharing.

(More)
























So that brings me to the second new source of federal
support for transportation infrastructure: the Partnership for
Transportation Investment.

Secretary Pefia announced this effort two years ago, and it's
an umbrella term for a wide range of innovative financing
strategies.

We accelerated concepts like the flexible use of federal
funds -- making loans or providing credit assistance to projects
with potential revenue streams -- and other means of generating
capital.

And we cut red tape to move projects ahead faster and to
attract private and nontraditional public sector resources that
leverage federal funding.

At last count, these strategies have produced more than 70
new projects in 31 states with a construction value of more than
$4.5 billion -- including more than a billion dollars in new
~ capital. Many of these projects are moving to construction two
years ahead of their prior schedules.

We've also begun state infrastructure banks, which use
federal seed money to leverage other public and private funding.
Earlier this year the Secretary announced 10 pilot states -- a
number which may increase -- and we're providing $150 million
in new seed capital to help get them underway.
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REMARKS PREPARED FOR DELIVERY
DEPUTY SECRETARY OF TRANSPORTATION MORTIMER DOWNEY
AMERICAN FEDERATION OF STATE, COUNTY,
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WASHINGTON, D.C.
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(Introduction to be made by William Endsley,
Vice President, AFSCME, Columbus, Ohio)

Thank you, Bill, for that introduction -- and thanks to all of
you for your warm welcome on such a cold day. I'd also like to
thank you for inviting me to speak about what's going on here in
Washington.

Given what's happened this year, the relationships that
we've built over the years are more important than ever. And, as
we begin a new year, it's a good time to review our track record
and talk about what the future has in store for transportation.

President Clinton -- and all of us in his Administration --

values the long and proud Democratic tradition of standing with
working Americans.

We share -- and seek -- a common goal: prosperity and
security for America's working families.

Achieving these goals has never been easy, and today it's
harder than it has been in two generations. That means we have
to work together if we're going to provide working American
families with the opportunities they need to succeed.




































