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COVER LETTER

Infrastructure 2010: In:vestment Imperative

Infrastructure 2010: mvestment

Imperative has a simple thesis: We must start treating
infrastructure like an investment. Too often we treat it as
anything but, funneling spending through siloed formulas
and sidestepping critical questions about the country’s
longer-term infrastructure strategy and vision. The nation’s
vast infrastructure needs offer an opportunity to create
much-needed jobs while making the lasting, integrated
infrastructure investments that will lay the foundation for
future prosperity.

The 2010 infrastructure report—the fourth in an annual
series produced by the Urban Land Institute and Ernst &
Young—examines global infrastructure trends and, for the first
time, addresses water issues in depth. Water is the hidden
infrastructure conundrum, with aging pipes and inadequate
systems running headlong into rapid population growth in
America’s most water-constrained regions. Infrastructure 2010
probes water challenges in the United States and abroad, in-
cluding the overlapping challenges of aging pipes, failure to
conserve, contamination threats, and the difficult issue of ef-
fective water management. Building on extensive research,
interviews, and data collection, /nfrastructure 2010 reviews
the specific water issues and concems confronting 14 metro-
politan areas throughout the country.

Across the nation, there are signs of a renewed commit-

ment to infrastructure. Innovative state and local govern-

Patrick Phillips
Chief Executive Officer
Urban Land Institute

Howard Roth
Global Real Estate Leader
Ernst & Young

ments are taking the initiative on building and funding new
and often costly infrastructure projects, including transit
and rail. And more and more Congressional and adminis-
tration leaders recognize the importance of infrastructure
to national competitiveness, even if they can’t agree on pri-
orities or how to fund it. At the federal level, creative part-
nerships between agencies—including the sustainability
partnership between USDOT, HUD, and the EPA—are link-
ing and coordinating environmental, transportation, and
land use programs. Federal agencies are experimenting
with new grant programs that award dollars in more merit-
based, competitive ways, and revising old grant criteria to
be more holistic and wide ranging. These are promising
moves, but more needs to be done.

As in previous editions, Infrastructure 2010 provides a
glimpse of global infrastructure initiatives in 16 major inter-
national markets, highlighting China’s continued strong in-
vestments in rail and water infrastructure. This year's report
also reviews water conservation efforts in Australia.

An investment in infrastructure is a promise to future
generations. Done well and strategically, it can help guar-
antee increasing prosperity and rising standards of living.
Countries around the world—in particular, China, but also
those in Europe and elsewhere in Asia—recognize the in-
frastructure investment imperative. America must now
do the same.
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Executive Summary

Falling behind global competitors, te united

States struggles to gain traction in planning and building the critical infra-

structure investments that are necessary to ensure future economic

growth and support a rapidly expanding population.

Recent federal stimulus spending addresses some pressing repair needs for transport- and
water-related systems and provides seed funding for high-speed rail in important travel cor-
ridors, as well as new energy infrastructure. But recession-busted government budgets, en-
titlement and defense expenditures, and ballooning health care costs push infrastructure
down most political priority lists—leaders continue to procrastinate when it comes to new
investments as stressed taxpayers balk at more spending.

A Path Forward

Infrastructure 2010: Investment Imperative warns that further delay risks impeding sustained

economic recovery and means losing additional ground to countries in Asia and the

European Union. These nations continue to implement long-range programs to integrate

rail, road, transit, airport, and seaport networks to serve major economic hubs, employing

state-of-the-art technologies and systems. Despite coping with recessionary fallout, they can
front-load stimulus spending on national and regional infrastructure initiatives already
underway—expanding high-speed rail networks and expediting energy and water projects.
In the absence of immediate funding solutions, the Obama administration takes some
important initial steps to break down planning barriers between federal agencies responsi-
ble for infrastructure-related programs—departments of Transportation, Housing and Urban

Development, Energy, and the Environmental Protection Agency. This more concerted pol-

icy-making approach could lead to developing national and regional strategies for helping

America’s primary metropolitan areas cope with urbanizing suburbs, traffic congestion, and

aging or inadequate water, sewer, and power systems. But more needs to be done.
Infrastructure 2010 recommends that government officials and policy experts take effec-

tive action, including the following:

H LEVEL WITH THE AMERICAN PEOPLE about how the country is falling behind other
economies as a result of underinvesting in infrastructure, and explain the true costs of
making required upgrades and building new systems.

B DETERMINE A NATIONAL VISION for infrastructure improvements that supports the
viability of the nation‘s key metropolitan areas and national gateways—the places that

increasingly concentrate economic activity and propel growth.
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M MOVE TOWARD MERIT rather than formulas in allocating federal funding fo state and
local governments for infrastructure, and encourage integrated infrastructure, environ-
ment, and land use planning.

B ESTABLISH A NATIONAL INFRASTRUCTURE BANK, modeled on Europe’s success,
which can help promote more investment-grade decision making and attract more pri-
vate capital into infrastructure investments.

B RAISE REVENUES THROUGH USER FEES, not only to pay for improvements and
upgrades, but also to help gain economic efficiencies and environmental benefits
through encouraging changed behaviors—less driving, greater water conservation, and

reduced per-capita energy consumption.

Addressing the Water Challenge

While transportation-related issues and energy needs typically dominate infrastructure agendas,

ensuring water availability and maintaining water quality also require immediate attention to

manage supply and demand. No one can take water for granted. Every U.S. region—induding

fast-growing metropolitan areas in arid westemn states and established cities in more fertile

zones—faces costly challenges to husband and deliver this precious and essential resource. The

federal government as well as state govermments must consider how to allocate supplies among

competing users—residential, industry, and agribusiness—as the impacts of climate change and

increasing population accelerate the urgency of dealing with the water challenge.
Revamped approaches and implementing solutions are necessary, including the following:

# REPAIRING AND MODERNIZING OUTMODED SYSTEMS to reduce leaks in water
delivery networks and stem declines in water quality from failing sewage treatment plants.

B DEVELOPING COLLABORATIVE REGIONAL STRATEGIES to protect supplies across
multiple states and varied local jurisdictions.

B EMPLOYING PROVEN LAND USE TECHNIQUES to reduce stormwater runoff and
capture groundwater to replenish depleted aquifers.

B USING INNOVATIVE RECYCLING TECHNOLOGIES in development projects and for
retrofitting existing buildings.

B FARMING LESS-WATER-INTENSIVE CROPS and planting less-water-dependent
landscaping.

® IMPLEMENTING CONSERVATION-oriented irrigation systems.

Internationally, few countries escape water-related challenges. Australia implements innova-
tive adaptation and conservation schemes to deal with parching drought. Many European
countries fail to provide reliable water quality, India struggles with inadequate systems, and
China copes with contamination and pollution in its water supplies, the result of its break-

neck industrialization pace.

Changing How We Pay
How to pay for infrastructure remains a daunting challenge for most countries, particularly the
United States, where decades of underfunding now force a massive catch-up effort by deficit-
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constrained federal, state, and local governments. Unfortunately, political will appears in espe-
cially short supply to tackle mounting problems as cash-strapped households and businesses
could buckle under higher taxes. Temporary jobs-based stimulus injections can’t address long-
term funding of integrated transport networks, power grids, and water systems.

The likely future funding course involves raising revenues from more and higher user
fees tied directly to providing necessary investment capital for infrastructure systems, rather
than reliance on general taxes, which distort and hide costs from the public. More public/
private partnerships can help finance infrastructure development and operate systems. A
national infrastructure bank could also help align government and private investor interests,
and attract greater private capital. Innovative tolling technologies and smart meters can help
users gauge and manage expenses directly related to transportation, water, and energy,
encouraging more efficient and less costly lifestyle and business decisions. In turn, enhanced
revenue sources should help ensure that Americans have safe, vanguard systems to pro-

mote commercial growth and meet quality-of-life expectations.

The Investment Imperative

Investing in infrastructure—done well and strategically—can help ensure increasing prosper-
ity and the rising standards of living that Americans have come to expect. Many countries
around the world—China, India, and those in Europe—understand the infrastructure invest-
ment imperative and are working to built the transportation, water, and energy systems that
will grow their economies for future generations. The United States must find the leader-
ship, will, and resources to do the same.
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and increasing sewage backups and water main breaks raise concern in metropolitan areas
from coast to coast just as the country struggles to maintain economic competitiveness while
emerging from deep recession.

Governors and mayors focus limited resources, including federal stimulus dollars, on
repairs and improved maintenance, while many voices call for construction of new state-of-
the-art ports, airports, and rail systems. The Obama administration and Congress advance
high-speed rail and alternative energy solutions, and many states tackle water availability,
quality, and conservation issues, but large deficits constrain options and inhibit the country’s
ability to formulate and fund a cohesive national infrastructure strategy.

America’s global competitors also cope with recessionary fallout, but appear to advance
more evolved infrastructure agendas as higher national priorities. In an urbanizing world,
rapidly developing nations like China, Brazii,' and India race to build new energy plants,
high-speed transport, and water filtration facilities, while developed European countries
upgrade existing systems and deal with shifting populations and immigrant flows in
denser land use patterns. It's clearly no time for the United States to resist the obvious
investment imperative—the opportunity costs grow and change accelerates in the global

economic race.

Il 'NFRASTRUCTURE 2010



00087 200

FIGURE 1-1

B Inceitives and Spending Related to Ihfmstfi(n_ctune in
the 2009 American Recovery and"Réinvestment,Actj

'| Infrastructure Sector $ Billions % of Total ARRA §
Transportation
Energy
Water
lnfrastructLﬁ‘e Total
ARRA Total

A Strategic Necessity

When it comes to infrastructure, the United States finds itself between a rock and a hard place.
Economic fallout, competing priorities, and sticker shock prevent the country from aggressively
addressing a slow-motion meltdown, the consequence of underinvesting in transport, water, and
other networks for the past 30 years. Struggling with enormous public and private debt, the
nation is limited in its ability to tackle an escalating and expensive rebuilding challenge. “We're
stalled, and in the meantime we're operating on failing systems.”

U.S. leaders and policy makers must chart a new direction—spending availabie resources

wisely and strategically. They must help Americans recognize that the nation’s relatively
affluent standard of living cannot be sustained on infrastructure systems planned and built
during the mid—20th century, when the country had only half its current population.

The stakes are considerable. America’s future prosperity, world economic standing, and
ability to accommodate 120 million more people by 2050 directly depend on bolstering its
primary economic gateway cities and metropolitan regions, which produce 90 percent of
national GDP. This challenge necessitates integrating housing, transportation, water, and
energy with land use in a comprehensive and strategic way.

Delay promises only the prospect of steadily ebbing vitality. Indeed, the world order now
begins to pass America by as countries in the European Union and Asia—in particular
China—continue to implement policies to integrate rail, road, transit, airport, and seaport
networks to serve major economic hubs, using 21st-century technologies and systems.

Making headway also requires “an extended conversation with the American people” about
necessary change in how the country allocates government funding and resources, raises rev-
enues, finances future projects, and pays for using and maintaining our road, transit, and
water systems. Shell-shocked by economic tremors and enmeshed in costly wars, government
leaders may understand the problems, but delay long-term infrastructure planning for quicker-
fix stimulus bandages whaose primary purpose is to boost jobs and relieve uncomfortably high
unemployment numbers.

“At least people are talking about infrastructure and beginning to understand the depth
of the problem—rhetoric slowly begins to catch up with reality.” But that's not enough.

B ] a & - 8
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Metropolitan Challenges

America is no longer an urban or suburban nation, but a metropolitan one. Inexorably
and inevitably, traditional detached-house subdivisions have morphed into more urban
environments—apartments and office buildings build up along retail boulevards in inner
rings, regional malls transform into urban nodes, and town centers expand around new
mass transit stations. America’s vast metropolitan regions take different shapes and forms
across the country:

0O SUNBELT AGGLOMERATIONS like Atianta and Houston fill in dense development
between original downtown cores and erstwhile edge cities. Denver reestablishes its
downtown to anchor disparate urbanizing satellite centers.

O IN THE NORTHEAST, suburban fringes spread well beyond major 24-hour cities—Bos-
ton, New York, and Washington, D.C.—merging into a vast megalopolis.

O SOUTH FLORIDA AND SOUTHERN CALIFORNIA coalesce into expansive regions of

interconnected subdivisions and urban centers.




This varied metropolitan landscape has engendered a free-form, car-dependent pattern,
heavily subsidized for decades by federal highway and water system funding and later
fueled by easy credit in mortgage markets. Left in the wake of ongoing transformation

and change is a slew of unsustainable costs and inefficiencies:

Muiltilayered Local Governments

Metropolitan sprawl spawned a crazy quilt of overlapping county, town, and municipal gov-
ernments, not to mention school districts, all taxing local property owners and households
to cover considerable overhead for basic services, including police, fire, teachers, and gar-
bage collection. Competing jurisdictions in turn rob each other for precious tax base (typi-
cally shopping centers and retailers), destabilizing neighborhoods and commercial districts
when businesses move out for better deals. This chock-a-block local governance structure
not only perpetuates highly inefficient bureaucracy, but also works against effective regional
planning for delivering infrastructure and related services.

Aging and Inadequate Water and Sewer Systems

Taxpayers must pick up the considerable tab for repairing now-aging water pipes and sew-
ers laid a generation ago over long distances to supply sprawling subdivisions. Many mains
and sewage treatment plants constructed with federal Clean Water Act monies are reaching

the end of their life cycles and require major upgrades. Twenty percent of the nation’s

FIGURE ‘-" :
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water treatment systems currently fail water drinking standards, and the price tag for
water infrastructure alone is estimated to be $10 billion to $20 billion per year over the
next 20 years.

Increasing Water Costs

Expanding populations and compromised or diminishing water supplies push up costs for
pumping, storing, and replenishing reservoirs and aquifers in many regions. Climate change
reduces snowpacks and enhances evaporation rates in arid, high-growth Southwest and
West Coast population centers. Muitiyear droughts recently threatened states in the
Southeast—Atlanta is building new reservoirs after almost running dry during a muitiyear
drought. (Part Three of this report contains an overview of water issues facing 14 major
metropolitan regions.)

Expensive Road and Bridge Repairs

Most highway and road building was heavily funded by federal and state dollars decades
ago, when the country’s economy operated on a high-octane growth curve, and now the
bills come due with mounting repairs and resurfacing requirements on countless miles of
serpentine asphalt. Either local, state, or federal taxes must increase to meet the burden or
older streets will fill with potholes, raising safety concerns and threatening property values.
Major bridges and interstate overpasses are approaching the end of their life cycles and will
require extensive repairs or replacement. The Bay Bridge in San Francisco and Tappan Zee

Bridge north of New York City are two examples.

Higher Driving Expenditures

All those roads and the absence of adequate mass transit options in many places orient
most Americans toward car-dependent lifestyles. Americans spend an astonishing $2.7 bil-
lion per day on their cars. These expenses (gasoline, auto loans, insurance, regular main-
tenance, repairs, parking) and time lost in frustrating traffic congestion are increasing to the
point of shifting the cost equation in favor of living closer to work and embracing mass

transit alternatives where available.

Escalating Homeowner Budgets

The housing market bust sinks home values closer to or below mortgage loans assumed by
many borrowers across all income strata—U.S. homeownership rates could drop from nearly
70 percent, their 2007 peak, to close to 60 percent by the end of the decade. Beyond often
unpalatable mortgage bills, owners of big houses on big lots face the brunt of increasing
costs. Higher energy rates bite hard, increasing monthly utility bills. In parts of the country
where water availability diminishes and water rates increase, maintaining lawns and gardens
can turn into a pricey headache for cash-strapped homeowners. All these expenses come
on top of backbreaking property and sales taxes in some localities, required in part to pay

for necessary infrastructure improvements.

090872 4
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Shifting Sands

American Dream Redefined

This unsettling transformation of lifestyle economies and current financial plights gradually
reorder personal priorities and promise to alter many Americans’ perceptions of where and
how to live “the good life.” Reducing driving costs and cutting commutes orient people to
consider living in more urban settings closer to workplaces and stores, and near transit sta-
tions. Reflecting its popularity, real estate near mass transit stops increasingly fetches pre-
mium pricing over drive-only neighborhoods. Recent ULl research, including Beltway
Burden (for Washington, D.C)) and Bay Area Burden (for San Francisco), shows how the
increased costs of car ownership and use largely offset savings from cheaper, suburban-
edge housing.

Changing demograbhics also recalibrate where-to-live decision making. The two largest
population cohorts—aging baby boomers and their now-young-adult echo boomer off-
spring—gravitate more toward cities or urbanizing suburb lifestyles. Many graying 50- and
60-something empty nesters consider downsizing and seek greater convenience since they
are no longer raising kids in suburban school districts. Later-marrying young adults foliow
suit—they hope to build careers and find love in hipper urban environs.

B 'NFRASTRUC
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Enterprising Gateways Take the Initiative

The nation’s major gateway cities are facing infrastructure woes and budget crises. But the

good news for pedestrian-friendly, 24-hour cities is that they have weil-designed infrastruc-

ture in place, which can efficiently serve dense populations. “You can improve on what

already exists, instead of building new, costly projects to places with less capacity.” The bad

news is that much of this infrastructure desperately requires hundreds of billions of dollars

in refurbishment and replacement, which budget-busted governments cannot fund. Among

the most pressing big-city concerns: 100-year-old water pipes rusting their way toward

oblivion, pre-World War | subway tunneis requiring buttressing and new tracks, and critical

roadways needing dramatic overhauls. Largely driven by strong local leadership, some cities

are using infrastructure to prepare for the next 50 years:

B BOSTON COMPLETES THE BIG DIG, cleans up its harbor, builds new bridges, and
finishes a new airport/downtown tunnel.

WM CHICAGO UPGRADES ITS TRANSIT AUTHORITY, expands airports, and incorporates
green building standards.

B NEW YORK CONSTRUCTS NEW COMMUTER TRAIN TUNNELS and a downtown
rail station, while expanding several subway lines.

B SEATTLE PREPARES TO DISMANTLE its downtown overpass—the Alaskan Way
Viaduct—and reclaim its waterfront district, taking cues from San Francisco’s refashioning
of the Embarcadero.

But these important gateways, which dominate their regions, continue to suffer from out-
dated federal programs, which largely fail to integrate national transport planning with
housing, energy, and environmental policies. Shortfalls in funding and a lack of coordina-
tion threaten to undermine these cities’ competitiveness and ability to accommodate
expected population growth as well as short-circuit the flow of commerce through increas-

ingly congested metropolitan areas.

Recognizing True Costs
After years of subsidizing and effectively hiding the real expense of building and maintaining
infrastructure from users and taxpayers, government leaders now wrestle with whether and how
to pay for necessary massive infrastructure improvements at a time when the public calls for
belt-tightening. Officials reflexively seem to resist leveling with Americans about the “true costs”
of infrastructure and have trouble framing infrastructure programs as investments to ensure
future economic growth. Chastened by current economic doldrums and taxpayer distress, they
remain averse to linking costs for infrastructure development and maintenance directly to fund-
ing mechanisms like tolls and fees. And they consciously avoid jolting voter psyches, even if new
user fee policies could be phased in and arguably would lead to lowered overall costs, greater
efficiencies (induding less congestion), increased conservation, and innovation.

Despite the National Highway Trust Fund nose-diving into insolvency, Congress delays action
on raising revenues to help pay for roads and transit either through a gas tax hike or user fee
initiatives like tolling interstates. In fact, legislators haven't raised the federal gas tax since 1993.

BBl 'NFRASTRUCTURE 2010



Establishing a national infrastructure bank, based on Europe’s successful model for financ-
ing large-scale projects and attracting private capital to support national economic goals, is
only starting to interest lawmakers. In the meantime, inertia has its own price: “The more
you let things go, the more expensive the costs to fix and rebuild.”

Some Signs of Progress

Against this tide, President Obama and Congress allocated $8 billion in 2009 stimulus dol-
lars for initial funding of regional high-speed rail lines. This $8 billion sounds like a lot, but
it won’t go far—it would cover less than 20 percent of the cost for connecting cities in
California alone. But at least the country has launched an important passenger rail initiative,
and the USDOT is using the program to expand merit-based grant programs.

Some local leaders, meanwhile, have successfully made the case to build new transit sys-
tems. From Denver to San Diego, Phoenix, and the Twin Cities, mayors, local councils, and
county executives unite to encourage, push, and cajole the public and state leaders to invest
in light rail, commuter rail, and bus rapid transit. They argue cogently for how more inte-
grated transit and road networks can promote regional economic growth and help reduce
traffic delays. Since 2009, voters nationwide have approved 70 percent of transit-specific
referendums, involving dedicated tax increases.

Nonprofit groups are also pushing for change. Groups like Building America’s Future-~fed
by California Governor Arnold Schwarzenegger, Pennsylvania Governor Ed Rendell, and
New York Mayor Michael Bloomberg—step up advocacy for infrastructure funding and
reforming national policy. Transportation for America also helps educate the media and the

public about the real costs of maintaining competitive infrastructure.
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Inevitable Dislocation
On top of contentious budget issues, virtually no official wants to confront the dislocation

involved in building new infrastructure corridors for rail, transit, and power lines through
existing neighborhoods in major metropolitan areas. It was relatively easy to bulidoze the
interstates through mostly greenfields back in the 1950s and early 1960s. But retrofitting
built-out metropolises to accommodate new mass transit and passenger rail routes or power
grids from solar and wind fields will mean scarring some areas and choosing winners over
losers. Investments that are needed for the greater good can easily be mired in costly litiga-

tion delays over eminent domain and property rights.
In Texas, for example, protests recently sidelined an ambitious superhighway rail-freight

corridor. Electric utilities across the country grapple with where to locate pathways for new

power lines to meet renewable energy goals.

. Vice Presi;iehtjdoe Biden.s
stands.behind President Barack :
’ Obama as he signs the 2009

" ecoriomic stimulus bill, (AP)
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Assessing the Scorecard

Infrastructure 2009: Pivot Point included a scorecard to assess how the U.S. government is

addressing the country’s infrastructure needs. Primary recommendations in 2009 were the

following:

M FOCUS STIMULUS FUNDS into refurbishment and repairs;

B INCREASE REVENUE by beginning to raise the gas tax and allow more tolling;

B APPOINT A DIVERSE NATIONAL COMMISSION to formulate a long-term national
infrastructure strategy;

H INTEGRATE FEDERAL POLICY, linking transport policy to energy, environment, hous-
ing, and land use initiatives;

B CREATE A NATIONAL INFRASTRUCTURE BANK as a true, merit-based underwriting
institution; and

B PASS NEW FEDERAL SURFACE TRANSPORTATION LEGISLATION that is more inte-
grated and multimodal, and that shifts funding from formulas to merit

To date, here’s how we rate progress:

Stimulus: Strong Fix-It-First Focus

Funding from the 2009 federal stimulus bill (American Recovery and Reinvestment Act)
focused on creating jobs and priming a sick economy, boosting badly needed fix-it-first
projects—potholed roads, corroding bridges, and broken sewer pumps. Allocated mostly
through existing federal program silos to states and then down to localities, about $132 bil-
lion of the original $787 billion in stimulus headed into infrastructure.

In spending the money, the Obama administration tries to encourage “have-your-cake-
and-eat-it-too projects,” which offer game-changing improvements like high-speed rail, but
struggles with the “slippery slope” of spending on disaggregated schemes and the absence
of well-integrated regional infrastructure plans. Although “stimulus has plugged some holes
and maybe helped with backlogged projects, it has little long-term impact or solutions.”
Unlike the United States, China could pump its stimulus directly into national priorities,
including bullet trains, because projects are either on the drawing board or underway.

Stimulus money also provides an opportunity for the administration to experiment with
new, merit-based approaches to awarding transportation dollars. But the public’s concern
about the size of the overall U.S. stimulus package and rising government deficits probably
hasn't helped the immediate case for greater infrastructure funding: “It's an example of, ‘Be
careful what you wish for'—after all the bailouts, we know what a trillion dollars is and
there's no appetite to spend it.”

Formulating National Infrastructure Policy: Initiating Dialogue

Beset by problems on all fronts, the Obama administration manages to initiate a national dialogue
on the links between state-of-the-art infrastructure and the nation’s future economic health—high-
lighting the benefits of high-speed rail and power grids for clean energy sources. Some progress

PART 1./ AN ECONOMIC IMPERATIVE [EE
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FIGUE 1-6
Inhovative TlanspOItatlon and Finance: Ploglams in the
2009 Amerlcan Recovery and Relnvestment Act

ARRA Amount Descrl tion
H hgh Speed Rail $8 Bllhon .

TIGER (Transportation Investment  $15 Bilion
Generating Economic Recovery) =& 70,

TIGGER (Transit Investments for $IOO Million - >
Greenhouse Gas and Energy L
Reducuon)

Build Amenca Bonds

also occurs in focusing states and local governments on integrating goals for economic competi-
tiveness, livability, and sustainability into requests for federal transportation funding.

But the country remains a long way from enacting and executing any meaningful new
infrastructure policy to address increasingly complex issues involving built-out metropolitan
areas, housing for an expanding population, rising energy costs, more limited water availabil-
ity, and traffic congestion. “We've essentially punted.” The sharp partisan divide between
Democrats and Republicans in Congress helps to short-circuit discussion about possible solu-
tions. “It's like going to two doctors—one says surgery and the other says exercise, but neither
offers anything in between.” The ongoing impasse probably serves the purposes of both sides,
since neither party can resolve the seemingly insurmountable how-to-pay issues.

Generating New Revenues: No Progress

Efforts to raise gas taxes or impose new user fees like tolis and mileage charges careen into
recessionary realities. “That’s toxic talk for politicians,” even if road maintenance schedules
fall further behind and some transit projects get mothballed. Stimulus funding doesn’t
address the insolvency of the Highway Trust Fund, which remains the primary revenue
source for transportation upgrades.

Ultimately, governments (federal, state, and local) must establish and phase in infrastructure
revenue mechanisms that directly link amount of use to user cost in order to give drivers, busi-
nesses, consumers, and developers signals to adjust behaviors and operate more efficiently. Free
roads and free parking encourage more driving, congestion, and emissions. Cheap water enables
big lawns and long, hot showers in many regions where limited water resources can’t sustain
current consumption levels. At the same time, the U.S. government starves for funding to build
modern, multimodal transport systems as existing roads and bridges deteriorate and water main

leaks increase. “The current course is quite simply untenable.”

B8 /NFRASTRUCTURE 2010



Silo Busting: Some Positives

Interviewees praise Obama administration efforts to develop environmental, housing, and
transportation policies in concert. Through the Partnership for Sustainable Communities
announced in June 2009, the secretaries of key federal agencies—HUD, EPA, and DOT—
have formally agreed to work together and take a more thoughtful approach on initiatives
involving sustainable communities and economic productivity. The agencies are developing
specific plans and budget programs to increase coordination and strategic reinforcement of
objectives. “This is an important change” that could portend “the beginning of silo busting,”
knocking down hurdles that prevent integrated regional land use planning.

Despite these advances, silo-think is far from dead—many federal funding formulas continue
to segregate grants into separate buckets for specific road, transit, water, and housing proj-
ects. As a result, housing authorities, transit agencies, and transportation departments across
the country still do their own thing instead of pooling resources and developing regional solu-
tions and priorities. Metropolitan planning organizations remain largely ineffective.

New Transportation Bill: Gridlock

Reforming infrastructure and transportation funding is low on Congress’s priority list. Jobs,
wars, deficits, health care, and homeland security—just to name a few contentious issues—
capture more attention. In particular, lawmakers sidestep consideration of the federal transpor-
tation program. Efforts to shore up the Highway Trust Fund with general revenues will con-
tinue, but the sketchy economy makes meaningful transportation reform—and especially tack-
ling the dicey funding conundrum (higher taxes and/or increased user fees)—more difficult.

National Infrastructure Bank: Stalled

A national infrastructure bank could help entice badiy needed private capital to invest
alongside public funds on large-scale projects like high-speed rail, new seaports and air-
ports, or electric grid corridors, but other than a few leaders, lawmakers have not taken it

up in a serious way.
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The Long Road Back

America’s ongoing infrastructure dilemma encapsulates the country’s struggles to sustain a
powerhouse economy, overcome mind-numbing deficits, shake off state of denial about future

costs, and break through inertia. The following is a roadmap to meet the challenges ahead:

Provide Straight Talk

Ever since President Carter's popularity-deflating “malaise” speech, U.S. politicians have
avoided “we're falling behind and need to do things differently” orations—they realize
“morning in America” plays better to voters than “evening approaches.” But today’s realities
require a new, more assertive tack. The country’s leaders have the responsibility to educate
the public about the consequences of underfunding infrastructure, the need for setting

national priorities, and the importance of taking action to ensure a brighter future,

Rebuild America

A call to action must follow. Americans hate to lose—the Soviets’ Sputnik launch galvanized
the nation into winning the space race. Why shouldn’t competitive juices be aroused in efforts
to sustain living standards and relative prosperity through innovation and engaging the coun-
try’s best and brightest business leaders, engineers, and planners to advance solutions?

A major “rebuild America"—type investment initiative could both rebuild infrastructure and
boost lagging employment. Some interviewees argue that such a jobs program could be
patterned after the Great Depression—era public works initiatives that built the Golden Gate
Bridge, Hoover Dam, rural electric grids, and other major projects. Rebuild America could
identify and fund game-changing, multirhodal infrastructure projects to help ensure future

economic productivity while creating jobs.

Determine a Vision for Connecting America’s Metro Areas

Building on the federal sustainability partnership, the White House should lead federal
agencies—including HUD, EPA, Energy, and DOT—in efforts to develop in concert an inte-
grated strategy for revamping intermetropolitan transportation networks, connecting the
nation’s gateway cities and metropolitan areas, and incorporating regional housing,
energy, and water needs. Objectives should include reducing ground and air traffic con-
gestion and accommodating anticipated population growth, “acknowledging and support-
ing the places that are most important to our economy.” Crucial to success will be identi-
fying corridors for separate freight and high-speed rail tracks as well as transmission lines
for new renewable power grids.

Regions should be incentivized (through new funding mechanisms) to link into national
networks and develop holistic, multimodal transport strategies (including subways, fast-track
buses, light rail, and roads). These systems would serve pedestrian-friendly urban cores and
urbanizing suburban centers as well as airports and high-speed rail terminals. Regional
plans also need to provide for infill housing and recreational areas to accommodate popula-

tion growth as well as ensure future water availability.
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Reform Federal Transportation Programs

Outmoded federal funding models might have served interstate and highway construction,
but no longer address complex issues involving the growth and productivity of heavily
developed metropolitan regions. Existing silo formulas and earmark allowances also com-
promise objectives for balancing road and transit spending as well as integrating economic
development criteria, climate change goals, and livability standards.

Reformed transportation policy should shift funding from formulas, and use a competitive,
merit-based process for allocating more transportation dollars. A new approach that pro-
vides base funding for localities to repair and maintain infrastructure, bonus grants for
communities that meet guidelines for integrating infrastructure planning with housing and
regional economic development, and national infrastructure bank loans to attract private
sector involvement and finance projects of national or regional scope is heeded.

Buttress Economic Gateways and Metropolitan Areas

Choices and decisions must focus priorities on initiatives that serve the most people and
have the greatest impact on national economic growth. Getting the biggest bang for the
buck requires strengthening the nation’s large metropolitan areas, which concentrate popu-
lation, business activity, and commerce and link directly into global pathways through inter-
national airports and seaports. In turn, these gateway cities must connect efficiently to key
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regional commercial centers to support their growth. “In today's global economy, when a

country’s key gateways falter, the entire nation will suffer the consequences.”

Reconfigure Urbanizing Suburban Centers

If thoughtfully planned, emerging suburban town centers and districts surrounding
regional malls can be refashioned into multifaceted 24-hour communities, including apart-
ments, retail, office buildings, and parks. These urbanizing centers can support more
dense residential development and anchor surrounding single-family neighborhoods.
Mass transit networks—including subways, light-rail systems, and bus rapid transit—should
connect them to primary business districts and intercity transport terminals for airports
and high-speed rail.

Establish a National Infrastructure Bank

Look at Europe’s success. Established in 1958, the European Investment Bank (EiB) finances
$64 billion in projects annually across the continent, helping modernize seaports, expand
airports, build rail lines, and reconfigure city centers. Few EIB projects have ever defaulted—
borrowers repay EIB loans, allowing the bank to continually relend the money. That's argu-
ably not a bad model for the United States, especially considering daunting funding con-
straints. Following the EIB model, a U.S. entity could carefully underwrite long-term loans
(up to 40 or 50 years) and base decisions on a competitive, merit-based process. Private
capital will almost surely follow infrastructure bank investments, jump-starting more public/

private partnerships and augmenting funding sources.

Pay Differently

Paying for infrastructure systems must become more user-based to synchronize behaviors
with costs and benefits and alter habits to gain efficiencies. Building and maintaining roads
the way we have been doing—with inadequate gas taxes, supplemented with additional
revenues from general funds—hides the true costs from drivers and serves to underwrite
and encourage car-dependent, energy-intensive lifestyles.

Technologically feasible mileage fees, new toll systems, and congestion charges can tie vehi-
cle use more directly to road maintenance and inform decisions about where and when to
drive. Likewise, if governments stop subsidizing water rates, then homeowners and businesses
will be more likely to conserve or make more economic decisions on how they use water.
User-based funding schemes could lower general tax rates, pay for systems, and reduce over-
all burdens on those taxpayers who make more efficient lifestyle and business decisions. User

fee systems could also help attract private capital to finance needed projects.

Celebrate Progress

Since many infrastructure improvements require lengthy investment periods and years of
disruption, communities must mark project advances and point to future rewards. For gen-
erations, Americans have sought to perpetuate—and raise—the standard of living for their

children and grandchildren. Investing in infrastructure protects that essential legacy.
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