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1 Introduction 

tc \l1 "1 Introduction 1 CIntroduction tc \l1 "1 CIntroduction The Federal Highway Administration’s Office of Freight Management and Operations is conducting research on a variety of topics associated with freight transportation improvements.  The purpose of these efforts is to develop a complete picture of freight transportation as it exists in the United States.  Topics of interest include; 1) performance measures, 2) Planning aspects of freight, 3) environmental issues, 4) economic benefits, 5) looking at freight flows, trends, and issues, and 6) freight financing. This study was conducted to collect information on previous and existing funding mechanisms, both private and public, for freight transportation improvements.  Information on all modes was collected (air, rail, water, highway). 

Intermodal freight transportation improvements can vary in cost from billions to hundreds-of -thousands of dollars. With the exception of targeted spot improvements such as bridge replacements, grade separations, highway connections, and other similar projects, most are impossible to fund through a single source (private or public).   Private and public partnerships are growing in necessity to accomplish goals such as; 1) maintaining economic growth and development, 2) relief of congestion on highways, 3) safety improvements, 4) air quality improvements, 5) keeping the US competitive in the global market place, and 6) providing for livable communities (environmental resource protection including natural and human resources).

Federal funding supporting transportation improvements for freight includes the US DOT [Federal Highway Administration (FHWA), Federal Aviation Administration (FAA), Maratime Administration (MARAD), and Federal Railroad Administration (FRA)], the U.S. Army Corps of Engineers, The Department of Agriculture, the Department of Commerce (Economic Development Administration).  State money was also found to be a significant source of funding for these transportation improvements.  This funding comes from State Departments of Transportation, both highway and rail programs, and specialty port and airport funding mechanisms.  Local funding for improving freight transportation is also available through cities (New York, Los Angeles, Chicago etc.) and other municipalities.  Private funding is attributed to railroads, ports, economic development corporations, and some industry.

The mechanisms for funding in various ways were identified through reviewing a variety of case studies and examined in depth.  Categories include direct federal-aid, federal grants, federal loans, loan guarantees, bond issuance, tax exempt revenue bonds, infrastructure banks, special taxing, joint public private partnership and a variety of other innovative financing techniques. 

Issues of project eligibility to qualify for public money (federal, state, and local) are presented as well as private public/partnerships.  The case studies were selected as a means of presenting the financial information within the context of an actual project rather than a hypothetical situation.  This study on financing provides a base from which to explore how financing should be viewed in the future.

1.1
Approach

The study approach incorporates three research strategies. First, existing Federal, State, and local programs were examined. This included collecting information from national and, where appropriate, modal associations, including the following:


American Association of Port Authorities


American Trucking Associations


Intermodal Association of North America


Association of American Railroads


American Shortline and Regional Railroad Association


Keystone Rail Association

Second, 49 State Highway Agencies (Hawaii was excluded) were contacted. Major metropolitan planning organizations (MPOs) with ports, at border crossings, and at major inland intermodal connections were also contacted, including the following by associated city:

	
Atlanta, GA
	
Chicago, IL
	
Laredo, TX

	
Birmingham, AL
	
Dallas-Ft. Worth, TX
	
Memphis, TN

	
Buffalo, NY
	
Denver, CO
	
New York, NY

	
Baltimore, MD
	
Detroit, MI
	
Philadelphia, PA

	Boston, MA
	
El Paso, TX
	
St. Louis, MO

	
Columbus, OH
	
Kansas City, MO
	
San Diego, CA


Both research instruments are used together with information provided by federal program managers and association policy and finance analysts. 

Third, the research addressed development of major public-agency/private-sector freight projects. These projects are described in relation to specific funding mechanisms and provide examples of how these programs are used. These projects are also discussed in Section 3 - Case Studies. The case studies describe both funding and financing approaches to developing freight-related infrastructure.

1.2
Background

Typical freight infrastructure can be defined to include port facilities, highways, and highway access to ports/airports, and rail cargo-handling facilities/equipment, warehouse construction, rail spurs, mainline rail equipment, and channel and berth dredging. A subset of freight infrastructure, intermodal infrastructure, is defined as the points of connection where freight is transferred between transport vehicles representing different modes, such as trucks, ships, rail, and airplanes. An intermodal network expands the definition of freight infrastructure beyond a focus on specific modes, links, or facilities, to include multimodal transportation corridors and freight hubs.

Transportation deregulation has spurred the trend toward intermodal transportation infrastructure, which, in turn, has become increasingly critical for system connectivity and efficiency. Although deregulation has not been total and varies from one mode to another, its net result has been positive for the growth of intermodal connection. Liberalization of regulations has enabled an increase in the interaction between modes and allowed reorganization within the modes. However, although the Federal government no longer has the economic regulatory role it once did, it is increasingly involved in regulatory measures pertaining to safety, noise pollution, air pollution, economic disruption, and other externalities of the transportation industry. Most of these regulatory responsibilities fall within the U.S. Department of Transportation.

Intermodal facilities, and freight-related infrastructure in general, have faced many impediments since deregulation and subsequent greater free-market exposure. There have been many financial limitations as well as operational inefficiencies, lack of institutional relationships, inadequate infrastructure, congestion problems, and a wide variety of other impediments that have placed heavy burdens on the transportation intermodal infrastructure. 

Consequently, freight infrastructure projects, both network links and intermodal facility improvements, are developing on a case-by-case basis, funded through public-private partnerships or simply with private-sector resources intended to maximize private earnings. According to a recent Transportation Research Board study, the prevailing condition is for the mode to be privately owned but the connection points (ports and terminals) and supporting infrastructure (roads, bridges, and utilities) to be under public ownership. Thus, while intermodal project benefits may be shared, intermodal financing is patched together from the traditional sources of funds and funding techniques. 

The financial resources and sources of funding used to develop freight-related infrastructure range from public agency funds to a variety of public-private and private financing approaches, and mainly include tax-exempt bonds, taxable revenue bonds, and short- and long-term loans. Where corporate reserves are sufficient, these capital projects are undertaken on a pay-as-you-go basis. 

1.3
Report Organization

This report is divided into three sections: 

Introduction B background, approach and report organization

Public Sector Programs and Tools an overview of existing practices and a description of current Federal, State, and local programs

Case Studies includes over 40 freight project case studies assembled for this study

The report is organized to present public sector support as manifested through specific Federal, State, and local programs with case study applications that illustrate the actual uses of programs and private funding tools. Each section is further divided by the same parameters separating Federal, State and local levels of support. This study is intended to give the reader an overview of how freight infrastructure is currently funded, and to help draw attention to state of the art in order to begin a dialogue for developing systematic approaches to funding freight infrastructure.








