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MINUTES OF THE SENATE TRANSPORTATION COMMITTEE

The meeting was called to order by House Transportation Committee Chairman Gary Hayzlett at 1:30
p.m. on January 13, 2004 in Memorial Hall.

All members were present except:
Senator David Adkins- absent
Senator Edward Pugh- absent
Senator Greta Goodwin (RMM)- excused

Committee staff present:
Hank Avila, Legislative Research Department
Bruce Kinzie, Revisors of Statutes
Marian F. Holeman, Committee Secretary

Conferees appearing before the committee:
Deb Miller, Secretary, KDOT

Others attending:
House Transportation Committee members
Kansas Department of Transportation staff members

The Senate and House Transportation Committees met jointly. Representative Gary Hayzlett, Chairman,
House Transportation Committee served as Chairman for today’s meeting. Chairman Hayzlett introduced
Deb Miller, Secretary, Kansas Department of Transportation who presented a report on the Economic
Impacts of the Kansas Comprehensive Highway Program along with a report on the “Benefits and Costs™
(Attachment 1).

Her presentation was followed by a question and answer period.
Meeting adjourned at 2:25 p.m.

The next meeting is scheduled for Wednesday, January 14, 2004 at the same time and location.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
the individuals appearing before the committee for editing or corrections. Page 1
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‘How Kansas. createdgoodjobs

without bdstmg the budget

Raoad work

By David Hage

It's lunchtime in Topeka, Kan., and there's na recession at the Country
Boy restaurant. Pickup trucks are swinging in and out of the parking lat,
construction warkers are walfing down ham and beans, and the cash
regisier is chiming a steady, prosperous tune. - .

- Anyone wha daoubts that infrastructure spending can jump-start an

ecanomy should visit:the Jayhawk State, where a $2.6 billian highway
program has created 3,400 construction jobs since August1991 and
helped trim the unempleyment rate to 4 percent, fourth-lowest in the

nation. Says Stanley Scudder, who faced joblessness three years age and

now runs a bridge- butlc&:ng firm with 30 workers, "My -company wouldn't
exist without the hnghway bifl. Period.*

Along Inlerstate 7Q in north Topeka, 150 warkers in hard hats and festive -

T-snirts are pouring cancrete and hammering up bridge.supporis.on a
sunny Septemiber moming. All owe their jobs to the state highway

program, says Dan.Clarksan, vice president of Clarksan Construction Ca.,

the project's general cnntractcr. A fareman estimates that Clarksan has
$25 million warth of trucks, graders and pavers an the 10-mile

construction site.-Were.it not far the highway pregram, Clarkson says, he
’ rrnght be unloading some of that equrpment Instead, he's th:nkmg about

buying more,

lronically, Kansas's higl;z\;vay make-over wasn't sold 2as medicine far a
sick econamy. # was passed by the state legislaturs in 1989, a year

befare America skidded inla recession, and was primarily conceived to fix
up the state’s 135,000 miles of patched and.pitted blacktop. Kansas facad
the same glaring infrastructure needs that the_rest of the natian now faces:

Same 30 percent of its bridges had outlived their 50-year life

expectancies, and freeways in majar cities such as Wichita wers carmying

three ta rour times the traffic loads for which they were designed.

Boosting incomes. Then serendipity struck. As the nation stid into
recession during he second half of 1890, highway money began ta

Ward R .
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course thraugh the Kansas economy. Road expenditures leapt from

© 5293 million in 1389 to 5429 millian in 1991, sending a torrent aof dollars

thrcugh checkbooks and cash ragisters. In what economists call the
"multiplier effect,” construction warkers started buying boats and tools,
coniractors leased new equipment and engineering firms started placing
help-wanted ads. As the highway maney worked its way througn
Kansas's economic bloodstream, personal income climbed at 2.4 parcent,

. more than twice the national average last year, .

But fiscal stimuius isn't the anly lesson fram Topeka. In & time of tax
ravelis and deficit deadlock, Kansas lawmakers figured aut how to
finance a massive public-warks program—and get vaters to pay for it.
About half the-pragram is financad by user fees, including a 7-cant hike in
the gasoline tax. An additional fourth comes from & quarter-cent increase
in the state sales tax. Only a fifth invalvas debt—about $600 miltion in

‘bonds lo be paid off over the next 20 years. The total tax increase will
- wark aut to about $100 per persan during the pragram's peak years in the

mid-1990s. "There was no smeke and mirars,” says Transportatian
Secretary Michael Johnston, who co-sponsored the bill as a state senator
in 19839. "When we laid out the needs and the cost, vaters in my-district
didn't even hiccup.” :

Can the naticn travel down the same road as Kansas? Deb Miller, the
chief planner for Kansas's Transportastion Department, is wary of claims
that infrastructure is an economic cure-all. For ane thing, ather Americans
might not be as passionate about raads as the residents of Kansas, a

'state af small towns, lonely prairies and the nation's fourth-argest
highway netwark. "When you live in a rural community, it's not uncomman

to drive 40 miles for dinner at night,” says Miller. "F=ople can get very

_. emotional about raads.”_But, she.adds,.a.praductive asset financed_ -

thoughrfutly is & sound investment anywhere. "One of the big mistakes
.we've made in the American economy is we didn't spend encugn an lang-
tnrm Investments. Wa've got to catch up sconer or later.”

Page 2 of 2

Caopyright (c) 2002 U.S. Naws & World Repart;, LP. All l'ig‘hls reserved.
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"My column covers
economics, politics, the
military, science,
education and society
itself," says Lou Dobbs,
"because the news events
and the issues of our day
have the potential to
threaten our quality of
life. They're profoundly
impaortant to us all and
more so today than at any
time in recent memory.
My abjective is to give
analysis and perspective
to those issues critical to
our well being, in the
context of American
values and traditions. This
column is for anyone
who's interested in and
engaged in the world, and
understands the
importance of these topics
and issues.”

E-mail:loudobbs@
nvdzLiIxnews.com

Past Columns

Now you can visit our
complete archive of Lou
Dobbs's business
columns. Click belaw for
the complete lineup and a
free sneak preview of each
column, plus info on our
affordable purchase
options!

httn-/amanw nvdailvnews ecnm/hncinece/stnrv/111543n.100778 html

What'

" In addition to an antiquated electrical system, most of this country’'s basic

U.S. infrastructure in sorry shape

The blackout that paralyzed much of the Northeast and parts of the
Midwest brought to light the sad state of America's electrical
infrastructure. As the debate rages about power deregulation and
reregulation, the rest of our country's deteriorating infrastructure has been
all but ignored. L

foundation is in desperate need of repair. The American Society of Civil
Engineers gives failing grades to the country's roads, water and aviation
infrastructures.

We need to spend an additional $11 billion a year just to upgrade our
drinking water systems and an additional $12 billion each year to improve
our wastewater systems, according to the society. And although the federal
government has appropriated almost $400 billionin the past 12 years for
our highway and transit systems, much more needs to be done. The Bush
administration has a $300 billion proposal in Congress for new highway
and transit spending, but the American Highway Users Alliance calls the
amount "entirely insufficient.”

Republicans and Democrats alike should insist on vastly more funding on
infrastructure. Not only on highways, transit, water systems and
wastewater, but also on our dams, railroads, airports and, of course, the
national electric power grid. '

One has to wonder, in the midst of the so-far jobless recovery, why more
policymakers aren't calling for more infrastructure investment. Part of the
reason is that supply-side conservatives and libertarians cringe at the mere
mention of government jobs creation, arguing that such programs merely
shift jobs in the economy, creating in their minds a modern Works
Progress Administration project. They forget that many of our bridges and

“dams that still stand today are monuments to the intelligence and wisdom

of that program. It was a different time, but no one can sensibly argue that .
that investment 70 years ago was anything but sound.

Commitment needed

10/G/7007
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The time is right for massive public investment in our infrastructure. As
Casey Dinges, a managing director at the American Society of Civil
Engineers, said, "One of the benefits of a billion dollars of new capital
investment in infrastructure is 40,000 new jobs."

COLUMNIST ARCHIVE

And it is investment and not consumption that will drive economic
recovery in the years ahead. James Medoff, a Harvard University
economist who has done research on the subject of spending and job
creation, told me, "There's no way in hell that consumption gets us out of
this mess. If you really want to stimulate the economy, two-thirds of a
percentage [increase] in GDP [gross domestic product] is going to come
from investment."

And federal investment in our national infrastructure doesn't need to
increase the already ballooning deficit. A system of user-based fees could
offset the costs. Rep. Don Young (R-Alaska), chairman of the House
Transportation and Infrastructure Committee, for instance, has proposed
a gas tax increase to fund $375 billion in new highway and transit
spending, $75 billion above what the administration is requesting,.

A Zogby International poll found strong public support for investing in
transit and highways. Some 81% polled felt that the nation's highway and
transit network is very important to the-economy. And user fees to fund
such endeavors are effective. Dinges said: "The gas tax works very well for
transportation. People drive, fill their gas tanks; they understand that their
gas taxes are being used to support the road systems they rely on."

Although creating mechanisms to offset the costs of updating our drinking
water and waste systems may be more challenging, it is far from
impossible. :

The libertarians and supply-siders who consider Keynesian economics a
curse word and infrastructure investment an outdated solution to previous
generations' problems should remember that it was large-scale spending
projects like President Dwight Eisenhower's interstate highway system
that laid the foundation for the U.S. today and our entire current economy.
Even as we find ourselves in the new digital economy, there isn't an E-
commerce purchase that doesn't eventually wind up on a highway, a
runway or rail. ' !

We simply cannot afford to ignore our crumbling economic foundation.
This is the time to reinvest in America's infrastructure and to put people
back to work. It's good economics, it's good politics and the investment
will yield high returns for us and future generations of Americans.

Originally published on August 24, 2003
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Missouri roads inspire caution in Kansas

MIRIAM PEPPER

Deb Miller, the Kansas secretary of transportation, only has to look east to
know how much worse things can be. Despite budget problems, she can
remind herself daily of her good fortune.

1.) She's not in charge of Missouri's crumbling highways.
' 2.) The heaviest-traveled portion of Interstate 70 in Kansas (between Kansas

City and Topeka) is a tall read — with maney available for lane widening
projects and not her direct responsibility.

3.) The Kansas Department of Transportation had its share of unfulfilled
promises and bid-rigging convictions — but it was several decades ago. Now its reputation is tops.

4.) KDOT has not had to teér up two freshly completed road projects because they were safety hazards.
That's Missouri's latest debacle.

Because she does look east, she's cautious. In her travels around Kansas since her appointment in
January (becoming the first woman to lead the department), she's offering straight talk on the future. “If

- the lost funds won't be replaced, we'll have to make hard decisions. I want to be upfront and let people
know this. I don't want to overly frighten or threaten people.”

Her aim: maintain the department's public credibility.

As she told Kansas legislators earlier this'year “For those of us in positions of public trust, there is
nothing more important than keeping the commitments we've made. It is not only an indicator of our
character; it is the essence of good government.”

Kansas is working on its second 10-year plan of highway improvements, with the project list set through
2010. But the downturn in the economy cost the department a bundle — $300 million.

Fortunately, the Kansas 10-year plan made no grandiose Missauri-style promises of four-lane roads to

every town with at least 5,000 residents. Instead, Kansas promised a smattering of improvements to

highways and bridges. And even though Kansas has the fourth largest number of miles of public roads of

any state, most roads are locally maintained, not part of the state highway system. KDOT's highways

serve 52 percent of the total travelers, but the department is responsible for just 7 percent of public

roads. / 6
Even with the more manageable number of miles, it isn't waorry-free. Its funding strategy was devised in

the high-flying stock-market days of 1999. When the market tanked and the recession arrived, Kansas,

like other states, struggled.

httn/famana bancacritr ram/mild/lrancacritirctarimatre/aminian /G024 227 hitvn Htamml abmmn ANaYANaViaYaVate
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The Legislature borrowed $35 million from the state highway fund in 2002, initially promising repayment
by last June 30. That didn't happen. The highway department also didn't get any of its share of general
sales tax revenue.

The good news for Kansans is that the state entered the recession with a more generous highway
funding plan than Missouri. The Kansas Legislature not only agreed to modest increases in the mator
fuels tax, it also raised the vehicle registration fees and it promised to offer up to 12 percent of state
general sales taxes, on top of a quarter-cent sales tax for highways.

But general sales taxes also fund education, health care, prisons and other important sacial services.
When bad times hit, the transfer of funds from the general sales tax stopped.

Miller said if the state cannot afford to spend that much from its general fund on highways, her
department will push the idea of more bonds to fund highway work, to be paid back with general sales
tax revenue later.

“If we can be helpful to the state today, we should,” she says.

Cooperation is a rarely heard concept in Missouri budget debates these days. It's one of the better
~arguments for a governor-appointed, secretary-led department. Miller, as a Gov. Kathleen Sebelius
appointee, is clearly motivated to be more cooperative than an independent highway commission might

be.

Kansans tell Miller they want the planned highway projects completed, but she senses reluctance about
more tax increases.

“We're at a precipice,” Miller says.

So far, she's confident the promised improvements can be completed on time. But if more cuts await her
department, something must give, and same projects won't get done. She's properly warning residents
about the risks ahead.

As she told lawmakers: “If we fail to keep our promises, we risk destroying the already fragile trust that
exists between the people and those of us who are elected or appointed to make decisions on their

behalf. We risk further alienating voters. And we risk our ability to provide the citizens of this state with
the safe highways they need and demand.”

As icing on the argument, she reminds all that highway work provides needed jabs.

Kansans who head east know how bad highways look. It's Miller's job now to keep up her frank talk with
legislators and residents, to preserve Kansas' superior road system.

To reach Miriam Pepper, editorial page editor, call (816) 234-4421
or send e-mail to

mpepper@kcstar.com.

€ 2003 Kansas City Star and wire service sources. All Rights Reserved.
hetp:/iwww: kansaseity.com
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EXECUTIVE SUMMARY

The ﬁnal contracts for construction of the Kansas Comprehenswe nghway Pro gram
(CHP) will be awardf:d by June 30, 1997. As t_he_executwe and legsslatlve bra.nch_es, of the Kansas
gcvermﬁent considef tﬁe néxt state Eigbway progrgm, itis appropﬁ;v.te tc; measure the:
6o_nstruction economic impacts of the CHP té f_acilitat__e an evaluation of the state’s investment in
highwaj}s

The CHP was established by passage of 1989 House Bill 2014 a.nd the first contracts for
construction were awarded in fiscal year 1990 After the ﬁnal CHP contracts for construction aré
awarded, approximately $4rb1ihon will have been spentron CHP pro;ectg. _Aftf:r deducting from
the $4 billion -th;: costs for preliminary enginee@g, utlhty adj’uétments, right-of-way acquisition
and -construction eﬁgineering,-tﬁe remaining $3. 1‘8 ‘biﬂion was-devdted to as let constmction'
expenditures. After deducfmg from the $3.18 bﬂhon the as let ‘costs for construcﬁon proj ects' of
’ JIH‘lSdlCthIiS off the state hl,:,hway system, the remalmnb g $2.86 billion was spent on K }1.11‘].5(2{101:1011
projects. These are typically thosc. projects on the state highway.sy_stem outside of cities except
| for interstate roads, which are classified as K jurisdiction projects regAar;'lless of location. This
study measures the econom-i;; impact of the $2.86 billion devoted to K ﬁ;ﬂs'dictiqn conStructio'n

projects. This is achieved through analysis of a sample of these construction contracts which have

Given the need for measuring the economic impacts of the Kansas Comprehensive
‘ I—Eghway Program, the objectives of the study are as fol{ows

Objectlve 1. Measure direct output, income, and employment nnpacts by highway
 improvement type of the Kansas Comprehensive Highway Program. - '

-t



Objective 2. Measure indirect and induced output, income, and employment mpacts by
blghway Jmprovement type of the Kansas Comprehenswe Highway Program.

The output impact is ’che increase in _Kansas production ,as.a result of the CHP. The

income impact is the increase in Kansas wages and salaries in response to an'increase in income of

the-workers employed on CHP construction projects. The direct impact is CHP induced output,

income, and employment mthm the highway construction industry itself while the indirect ,iﬂipéct

is the CHP induced output, income; and employment of the industries tﬁatsupply the construction

industry with goods, services, and materials. The induced impact is the additional output, income,

and employment inl various consumer markets produde_d by the increased consumer spendiilg of

people emijloyed on CHP projects.

In cooperation with personnel from the KDOT Office of Management and Budget and the

Division of Plaming and Development, the research team selected the folloéviﬁg highway

improvement types for analysis.

Category
-1

2

Highway Iﬁlprévm ent Type

Resurfacing

Restoration and Rehabﬂitaﬁor;;
Reconstruction and Minor Widening

New Bridges and Bridge Replacement
Major and Mnor'Bridge Rehabilitation

New Construction; Relocation; Maj'or
Widening '

Safety/Traffic Operations/Traffic Systems.

Management; Environmentally Related;
Physical Maintenance; Traffic Services .

el



The objectives of the study are accomphshed throuvh the use of a 68 sector; survey—based
input-output model (Emerson, 1989) for the state of Kansas developed by the Economics |
Department at Kansas State Umversfny. The objectives are achleved by adapting the model to
inchide sﬁ ‘addiﬁpinal sectors corresponding fo the six h_ighWay_ im.pr-ovemerllt types h'si_:ed above.
T};e: input;.dutput data for these six sectors is obtained by surveyhig highway contractors who
obtained CHP (K jurisdiction) highway cons'trﬁct_i'on contracts duimg the period July 1, 1991 to
September 30, 1996 We did not attempt-to survey all contractors since the larger contracts were
obtamed by a relatwely small number of ﬁrms Thus we surveyed the firms that account for a
larcre percentage of the value Of CI-IP (K junsdlcuon) hlghway construction contracts awarded
during the sample period. The surveys include both a personal interview of the owner of the ‘-
contracting firm and ‘questionnaires containing th_f; firm’s pmchase'aﬁd employment data.

Thé major findings of the study inql;de the fbﬂéwing.

1. The economic impact of the Kansas CHP (K jurisdiction) highway construction contracts as
measured.by output is $7.4 billion distributed by highway improvement type as follows:

Value of :
Highway. - Highway Contracts Output Output Impact
Improvement Type (Millions of Dollars) Multiplier - (Millions of Dollars)
Category 1 $647.0 2671768 . $172856

Category2 . 1621.6 2587211 - 4195.4
Category 3 ‘ 156.0 2.374471 . 3704
Category 4 80.6 2.518010 203.0
Category 5 309.8 . 2.468194 7646
Category 6 496 - 2.159928 - 107.1
Total N $2864.6 §7369.1

- The output Jmpact for each hlghway mprovement type is obtamed by mulnplymg the
' Va.[ue of highway contracts. by the output mulnpher

2. The economic 1n1pact of the Kansas CHP (K jumisdiction) highway construction contracts as - v
measured by income is $1. 4 billion chstnbuted by thhway mprovement type as follows:

-3y




Direct Wages

Highway - and Salaries . Income Income Impact
Improvement Type (Millions of Dollars) Multiplier - Millions of Dollars)
Category 1 $91.1 - 2.990495 . $2724
Category 2 3589 2346804 8423
Category 3 39.1 ~ 2.087858 ‘ 81.6
Category 4 5 1.725710 , 53.8
" Category 5 - 68.2 2.240519 152.8
Category 6 9.3 2.123587 19.7

Total © %5978 g $1422.6

The duect wages and salanes are the payments to workers in the construction industry
attributable to the CHP. The income impact for each highway i improvement type is obtained by
mulﬁpl;ung the direct wages and salaries by the income mult1pher

3. The economic 1mpact of the Kansas CHP- (K jurisdiction) hlghway construction. comntracts as
measured by employment is 117,820 ﬁlll t:me equwalent (FTE) Jobs dlS‘tI‘_LbutEd by highway
lmprovement type as follows:

Va.lue of
Highway Highway Contracts - Empioyment Employment Impact
Improvement Type (Millions of Dollars) . M;;lnp_her (FTE Jobs)
Category 1 ' $647.0 , 37.68 24,379.0
Category 2. . 16216 4226 ‘ 68,528 .8
Category 3 ' 156.0 4174 . 6511.4
Category 4 - 80.6 , 54.44 4387.9
Category 5 309.8 A . 3877 -12,320.7
Category 6 496 3412 16924

Total e ' $2864 6 117, 820 2

The employmeut 1mpact of 117,820 FTE jobs is obtained by multiplying the employment
multiplier (employment per million dollars of output) by the value of highway contracts in each -
highway improvement fype and then summmg all six categones

4  The. output, income, and Pmninvmen-r 1mnﬂrﬂ measured in this study nnder-estimate the -

ilbe Rl pailV Yl Ea L cutul i Sar By e At B e

econormc lmpact of the Kansas CHP K junsdlctlon) highway construction contracts since we
were unable to obtain input purchase data for highway work that was subcontracted. The effect
of this is to. omit the economic unpact of the inputs that the hxghway contractors purchased from
each other. Thusthe economic 1mpacts measured in this study are conservatrve esttmates

5. An output multmpher measures the increase in Kansas total outp_ut (production) in response to
an increase in the output of one of the various Kansas h:chway improvement types. Anincome
multiplier measures the increase in Kansas total i incéme in‘response to an increase in income of the
workers- employed in one of the various Kansas h;ghway improvement types. The. employment
mult]pher measures the overall employment impact per million doltars of CHP highway contract

ol



value. The output income, and employment multlphers for the six hlahway mmprovement types
are as follows:

‘Hichway Improvement Type =~ Output Multiplier Income Multiplier Emnlovment Multiplier

Category 1 2.671768 | 2.990495 37 63 -
Category 2 2.587211 2346804 42.26
Category 3 , 2374471 . . 2.087858 - 4174
Category 4 2.518010 1725710 54.44
Category 5 2.468194 2.240519. 39.77

Category & 2155928 ; . 2.123587 34.12

- 6. The major supplying industries that are common to miost éf the six highway improvément
types are Nonmetallic Mining, Petroleum and Coal Products, Cement and Concrete, Motor
Freight, and Fabricated Metals.

Nonmetallic Mining consists mostly of crushed stone, sand gravel, and aggregate while
Petroleum and Coal Products includes asphalt, paving material, oil and greases, and diesel fuel.
Fabricated Metals consists of fabricated structural steel, remforcmg steel, rebar, guard ra.ﬂ, bridge
rail, sheet metal, and metal plpe

7. The szgmﬁcance of imports (purchases from out-of-state suppliers) in the input structure varies

by highway improvement type. For Categories 3 and 6, imports account foz 30 and 36.7 percent |

of purchases, from supplying industries (total inputs minus final payments except 1mports) The
corresponding percentage for Category 11 is only 6.3 percent. Thus Catégory 1 has the largest
output multiplier since most of the economic ;mpact is internalized within Karisas. Conversely,
Category 6 has the smallest output multrpher since. 1t has the largest propensity to import.
Although the economic impacts measu:ed in this study are considerable, it should be noted
that bighv;ray in?estme_m: yields many other benefits to highway users that are beyond the séope of
this proje'ctf For example highway improvements that reduce congestio:i can result in reductions
in vehicle operating costs such as maintenanéé,' fuel, tires, and depreciation. These_improvéments

‘can aiso reduce average travel times and resuit in lower highway accident costs.” Further research

is needed to- quantify these highway user benefits.
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EXECUTIVE, SUMMARY

This report provides -a benefit-cost analysis for the Kansas Comprehensive Highway Program
(KCHP). It shows:comprehensive benefit-cost ratios (BCRs) from the point of view of Karisas—
i.e., it ignores national benefits and costs, but takes all known Kansas costs and benefits into
account,. The measured BCRs were at least 3. In other words, the programreturned at least three
dollars’ worth of-value to Kansans for every dollar’s worth of cost to Kansans.

The KCHP was a major program of highway construction and contract maintenance for the state
of Kansas which was administered by the Kansas Department of Transportation (KDOT). The
program was directed entirely to some 10,400 miles of the Kansas State Highway System, which

includes Interstate Highways, U.S. Highways, State ‘“W-Highways and their City Connecting
Links. It did not include most city, county, and local roads.

The KCHP was passed by the Legislature in Spring, 1989. Major highway contracting extended
from FY1990 through FY1997; some expenditures will continue until roughly 2001. The major
revenue sources included portions of motor fitel tax revenues, motor vehicle registration fees, and
general sales and compensating use, tax, as well as significant federal highway funds, and smaller
amounts from other sources.

This report focuses on:effects of the program on Kansans only, and does not address effects of
the program on citizens of the U.S. as a whole. It provides detailed, estimates for effects .of the
KCHP on Kansas through calendar year 1996 (the last year. for which complete data were
available), and less detailed estimates for effects in subsequent years.

This report focuses :Seilaljafely on two,_,f;ylljes of benefits and costs:

- effects that can be measured with a reasonably high degree of precision (mainly retrospective
road-user benefits and tax-related costs). For these items,. the report provides detailed
modeling and: analysis.

-effects that can be estimated within a broad range (mainly non-user costs and future benefits and
costs). For these items, the report estimates conservative or lower-bound effects on the
BCRs, using published information sources.

The BCRs are bf_,o]‘&e.n out m further detail for -f:ac\h of. these general types.

From the point of view of tire Kansas money economy, during the calendar years 1989-1996 (the
latest years for which data were available) the most important single effect of the KCHP was to
collect around $3.1 billion in state tax revenues and spend it on highway costs, and also leverage
an additional $1.1 billion in federal highway funds into.the state of Kansas, Additional funds were
collected in subsequent years. (These totals are in current dollars, i.e., not adjusted for inflation.)
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In comparison with what would have occurred under pre-existing laws, these sums amount to
about $1.6B in additional tax revenues and about 3.2B in additional federal funds.

After, accounting for multiplier effects and taking present values, these additional financial flows

from the KCHP generated about $.8M in real money income received by Kansans for each $1 .OM
in income lost directly and indirectly because of taxes to support the program. In other words,

“Keynesian” or “pump-priming” income benefits of the KCHP by themselves contribute a benefit-
cost ratio (BCR) of about .8. Note that these income benefits are in addition to other benefits of
the program, especially the use-value of having good highways.

This répgin' provides detailed modeling for the following types of non-income benefits to users
of Kansas highways:

- time savings and operating cost savings due to improved roads and reduced congestion

- changes in injuries due to accidents

= changes in property damage due to accidents

- changes in fatalities due to accidents

- changes in riding and driving comfort on Kansas highways

- the residual value of benefits due to improved highways after 1996 (the last year of complete
data in our model).

These benefits were estimated using computer modeling and statistical analysis over some 45,000
observations of detailed sections of Kansas state and US highways during 1990-1996. Models
were constructed that showed conditions both with and without the KCHP.

It was found that the KCHP led to a very large amount of time saving, and this was the most '

important type of benefit to road users. By 1996, aggregate time spent traveling on state and
federal roads in Kansas had been cut by 15 percent by the KCHP (as compared with what would
have happened under the pre-existing highway program). While various types of highway
improvements were important, the single most important improvement was the increased quality
of the pavement and roadbed (and in.particular, avoiding the deterioration that would have
occurred without the KCHP).

By 1996 the value of this time saving exceeded 3.5 billion per year. In present value terms, the
value of time saving for 1990-1996 was between $.8 billion and $1.5 billion, depending on the
discount rate. During that period of time, about $.85 million in travel-time benefits were realized
per $1 million of direct and indirect costs expended on the KCHP - i.e., the contribution to the
BCR was around .85. Additional travel time benefits from past KCHP construction will continue
to accrue in the future.

In present value terms, the KCHP was estimated to reduce vehicle operating costs during 1990-
1996 by about $.2 billion,
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* In present value terms, the net effect of the KCHP on accidents, injuries, and fatalities during
1990-1996 just about broke even. ) '

. The KCHP was estimated to cause a reduction of about 10,000 accidents and about 2000 injuries

during 1989-1996. Fatality accidents decreased at first but then increased, as speeds increased
relatively to the counterfactual world.

« The KCHP did in fact create substantially safer driving conditions. However, without the KCHP, 7
roads would have deteriorated significantly, and it is estimated that, as a consequence, traffic [
would have slowed down substantially. The safer conditions made possible by the KCHP did lead ‘
to a reduction in numbers of accidents. But, as a result of the increased speeds at which drivers
drove, fatalities were more likely to occur for a given accident. As time wore on, highway users
increasingly chose to consume their improved roads largely in the form of higher speeds and
reduced non-fatal accidents, leading to reduced travel times, even at the cost of a relative increase
in fatalities per accident. (In each case we are comparing actual conditions with an estimate of the
conditions that would have existed in the absence of the KCHP.)
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* The most important single component of the BCR was the residual value of user benefits, i.e., the
value of future benefits for highway users accruing after 1996. This item by itself probably
contributes a BCR of 2 or more. The value is large because it includes all of the measured user
benefits lumped together and totaled over a very long time span extending after 1996. This value
is rather sensitive to the assumed discount rate, and to other assumptions as well, and could be
much larger than 2.

« The value of .improvements in riding and driving comfort was estimated using a new survey of
highway users. It was found to have a positive but rather small effect on the BCR.

« After accounting for financial or “Keynesian” costs and benefits as well as the user benefits listed
above, the KCHP was found to have a BCR conservatively estimated to be at least 3.

- However, these figures account for only some of the benefits and costs of the KCHP. This report
also provides a much more complete picture by looking at non-user costs and benefits (i.e.,
externalities or “spillovers” to persons who aren’t using the highways). This is done in a less
formal way, based on a review of the literature. In particular, the report examines items such as:

- effects on air, water, and noise pollution in Kansas

- effects on urban sprawl and adverse effects on individuals from induced land-use changes
- effects on costs of delivering other government services

- effects on productivity in Kansas

- effects on economic development in Kansas.

. While these additional effects can not be measured with the same precision as user benefits, it is
possible to estimate lower bounds for more comprehensive benefit-cost ratios that include all of
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these effects. These lower bounds for comprehensive benefit-cost ratios (of approximately 3) turn
out to be not much different from the BCRs that omit these externalities,

+ The comprehensive BCR is rather sensitive to the assumed discount rate. If a low discount rate
is assumed (e.g., well below 5%/year), the BCR could be higher than 6.
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