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Kansans have paid a lot for roads over the last 15
vears ... lightly traveled roads that are in great
condition.

From Performance of State Highway System 2008: Dr.
David Hartgen, University of North Carolina

=  Kansas is one of only eight states with ZERO PERCENT poor
road condition for both rural and urban interstate roads.

We’ve spent a lot on transportation, primarily

highways, since 1989

=  Kansas is the only one of our surrounding states in that zero/zero

e category; States, whose economy is growing faster than ours.
1989 program was $3.152 billion . VR O

= 1999 program was $13.5 billion through 2009. Around $8 = Kansas is ranked 1* in rural highway condition and 12" in rural
billion was state money, and $5.425 was federal and local non-highway condition.
money. (This does not include money spent on
transportation projects that were not part of the enhanced *  Kansas is ranked 1* in urban highway condition and 10" in urban
programs in 1989 and 1999.) highway congestion.
And we have very good roads to show for it = Kansas has the 10™ least congested urban interstate highways.

Kansas ranks 15th in average state highway spending per

capita.

Compare this to our prosperous neighbor Colorado who ranks 48™ or Oklahoma who ranks 28™. (State Disbursements for Highways
Per Capita, 2007, US Dept.

of Trans., Federal Highway Admin.)

Kansas roads are not well traveled. Average daily traffic per lane is #43 lowest in the country. (Average Daily Traffic Per Lane,
2007; US Dept. of Trans., Federal Highway Admin.)

Sources of funding for 1999 Transportation Program:

Motor Fuel Tax: Six cents per gallon

Sales Tax: .65 percent

Motor Vehicle Registration Fees: Increase of $5 for cars and trucks; increase of $2-$10 for commerecial trucks
Debt: More than $1 billion

What would be the funding source for a new program?

Debt: Kansas’ debt per capita is higher than ALL its surrounding states.
Kansas $1,202 per person — Ranked 18th

Missouri $675 per person — Ranked 33rd

Oklahoma $493 per person — Ranked 38th

Colorado $315 per person — Ranked 45th

0 Nebraska $22 per person — Ranked 50th

Kansas’ debt has increased 874.5% since 1992, from $424 million in 1992 to $4.13 billion in 2007. (Moody’s Special Comment 2008,
Kansas Development Finance Authority)

Kansas’ debt is now equal to 72% of the SGF receipts. That means if all of Kansas’ debts were paid off there would only be 28% of
the revenue left.

Sales tax: A portion of our state’s sale tax already is dedicated to transportation funding. Kansas already has the 2™ highest sales
tax rate in the region; a cent higher than Missouri, .80 cents higher than Oklahoma and 2.4 cents higher than Colorado.

Income tax: Kansas has the 2" highest personal income tax rates and the 2" highest corporate income tax rates in the region.

Fuel tax: Kansas has the second highest fuel tax in the region, behind only Nebraska.
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Transportation Funding and the Economy

There is little, if any, correlation between how much a state spends on highway on economic growth.

Top GSP States

State highway system ranks, 2006

Source: Federal

Source: Performance of State Highway System 2006 : Dr. David

Neighboring States

Highway Admin. Hartgen, University of North Carolina
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Wyoming 1 3 47 50 29 9 33 1 13
Nevada 2 30 38 20 1 1 16 37 1
Arizona 3 19 18 12 1 1 1 15 1
Florida 4 34 9 5 1 1 9 39 29
Texas 5 43 22 10 1 8 19 34 33
Idaho 6 23 44 43 24 11 41 14 8
Virginia 7 20 11 11 1 16 28 22 45
Colorado 9 27 28 16 36 37 34 19 36
Utah 10 16 33 27 31 31 20 31 1
State highway system ranks, 2006
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Delaware 13 1 8 13 na 1 32 40 1
Alaska 18 2 46 45 46 50 1 8 26
Wyoming 1 3 47 50 29 9 33 1 13
Montana 15 4 48 49 26 1 30 1 10
N. Dakota 21 5 50 48 1 33 1 1 1
Ww.
Virginia 47 6 30 39 35 27 27 6 50
New
Jersey 39 7 1 17 47 36 49 45 1
Kansas 33 8 42 42 1 12 1 10 9
S. Dakota 20 9 49 47 1 42 15 4 1
Mass. 36 10 5 14 1 1 11 25 21
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Colorado 9 27 28 16 36 37 34 19 36
Kansas 33 8 42 42 1 12 1 10 9
Missouri 48 32 25 24 1 23 22 38 40
Nebraska 41 13 45 35 1 28 40 12 11
Oklahoma 11 21 39 37 28 45 43 13 17
S. Dakota 20 9 49 47 1 42 15 4 1
Texas 5 43 22 10 1 8 19 34 33




Increased highway investments
will not necessarily increase
the economy

Economic research studies in
general have not found that more
highways lead to a larger economy
in states and regions. Over the last
three decades, the presence of more
highway capital in a state has not
been found to attract more private
capital to the economy.

Most studies have not found that
highways, and new investment in
highways, increase the level of
employment or labor earnings in the
economy overall. Finally, most
studies have found that the presence
of more highways in a state has
done little over the last three
decades to make state economies
more productive.

(From “If They Build It, Will They
Come”, KU School of Business Center
for Applied Economics, May 2005)

State-controlled highway miles
State-controlled miles include the
state highway systems, state-agency
toll roads, some ferry services and
smaller systems serving universities
and state-owned property.

Nationwide, about 814,770 miles
are under state control, about 1,899
more than in 2005. The smallest
state-owned road systems continue
to be in Hawaii and Rhode Island;
the largest are Texas and North
Carolina.

Kansas ranks 28" in state-controlled
miles, with 10,546 miles of road
maintained by the state.

(From “Performance of State Highway
Systems”, July 2008, Dr. David T.
Hartgen)

Seven State Tax Rate Comparison
2008 (except where noted)

Top tax rate | Tax burden Per Capita
for for Top Sales Proper
individual | individual | Corporate | "+ * | Gas T‘;X ty
with $50,000 | with $50,000 | Income Tax .
Rate Collections
taxable taxable Tax Rate (2005)
income income
CoO 4.63% $2,315 4.63% 2.90% | $0.22 | $1,057
KS 6.45% $2,753 7.05% 530% | $0.24 | $1,127
MO 6.00% $2,740 6.25% 4.23% | $0.18 $811
NE 6.84% $2,660 7.81% 5.50% | $0.26 | $1,198
OK 5.65% $2,508 6.00% 4.50% | $0.17 $486
SD 0.00% $0 0.00% 4% | $0.24 $936
TX 0.00% $0 1.00% 6.25% | $0.20 | $1,325

Fiscal

Year

2004
2005
2006
2007
2008
2009

2010
2011

State Receipts vs. Expenditures

R i .
e(z?npts Expenditures ! Inflation Sacie
oy P Increase Balance

millions)

4518.9 4316.5 433% 2.1% 3275
48413 4690.1 8.66% 25% 4787
5394.4 5139.4 9.58% 2.6% 733.7
5809 5607.7 9.11% 2.3% 935
5694.9 6101.8 8.81% 3.3% 528.1
0,
5665.9 6280.6 3.0% 4% -511.9
estimate
0,
5380.8 6151.2 2.0% 4% -324.2
estimate
5391.0 6256.9 171% | 4%est. | 05O

$3,100

State Highway Spending Per Capita, 2002-2006

$2,900
$2,700
$2,500
$2,300
$2,100
$1,900
$1,700

$1,500 -

South Dakota
#10

6,000

Average Daily Traffic Per Lane, 2002-2006

5,500 -
5,000 -
4,500
4,000 -
3,500 -
3,000 -
2,500 -

2,000 -

™
N
+*
0
©
x
(]
-

Missouri #26
Colorado #29

Oklahoma #




Using cost-benefit analysis

Kansas has evolving transportation needs. The challenge is to better
allocate funding for future projects. One method used by the
Federal Highway Administration is cost-benefit analysis.

Benefit-cost analysis is a well-accepted analytical tool that will
allow Kansas lawmakers to improve their decision-making related
to the prioritization of road projects — among competing road
projects and other competing budget priorities.

Given the large dollar amounts involved with transportation each
year, it makes sense for Kansas lawmakers to formalize and
institutionalize a competent benefit-cost analytical capability. The
success of the previous two transportation plans underscores the
case for this perspective.

The Consensus Revenue Estimating Group offers a useful model
for transportation benefit-cost analysis. The Consensus Revenue
Estimating Group includes personnel from the Division of the
Budget, Legislative Research, and academic consultants from K-
State, KU, and Wichita State. Similarly, an apolitical body of
experts could comprise the “Transportation Benefit-Cost Analysis
Group.”

The primary goal is to improve the amount of credible and
consistent information available to lawmakers and taxpayers. The
analysis of a benefit-cost group does not necessarily need to be
binding on lawmakers’ decisions, but the analysis should be made
part of the public record.

In 2008, KDOT'’s Long Range Transportation Planning group
discussed the connection between economic growth and
transportation planning. There was recognition that highway
spending isn’'t economic development in and of itself

A Cautionary Note

Since economic development analysis requires significant time
and monetary investments, it should be reserved for major
transportation projects not for maintenance or relatively
inexpensive projects. And when conducting an economic review
the following points should be taken into consideration:

X In order to understand both the direct and indirect impacts a
project will have on the area’s economy, it’s important to use
Economic Impact Analysis to complement Benefit Cost
Analysis.

X  Transportation projects rarely create wealth. And while it
may be appealing to invest in projects located in regions
struggling economically to spur growth, the result may just
be a transfer of economic benefits from one region to
another. Thus, from the state perspective the project effects
were a wash.

From the Long Range Transportation Plan Economic Impact
Working Group
(http://www.kansaslrtp.org/ListEconomicImpact.do):

Past cost benefit analvses

There have been a number of analyses of the two past
highway programs and their impact on the Kansas economy.
These studies include “Employment Impact of Highway
Construction and Maintenance Activities in Kansas (Michael
Babcock, Kansas State University, 1996); “Benefits and
Costs of the Kansas Comprehensive Highway Program”
(Univ. of Kansas Institute for Public Policy and Business
Research) and “Approximation of the Economic Impacts of
the Kansas Comprehensive Transportation Program”
(Michael Babcock, Kansas State University, 2004).

These studies have limited applicability for future programs.

First, these studies reviewed the spending and benefits of the
1989 program and the 1999 after the programs were
authorized by the Legislature. The marginal values of any
future program cannot be the same as it was for the 1989
projects. Old cost-benefit ratios cannot be generalized into
the future. And keep in the mind these did not take into
account the 1999 program which if included, would certainly
further reduce the marginal benefit.

The two KSU studies also failed to incorporate the
opportunity cost of the money spent on the transportation
programs. These studies don’t account for alternative uses of
resources, public or private. They treat the resources spent as
if they were manna from heaven.

Of course the dollars spent were almost entirely from
Kansans. Thus in order to get a full picture of the impact,
alternative uses must be considered.

The KU study also placed a very high value of the federal
money leveraged by the state program and the future use
value of the roads. Future Federal money is in flux and, the
marginal additional benefit from a future program is
diminished that the two large, previous programs.

The increase in commerce, reduction in commute times,
increased safety and the like are certainly positive,
measurable aspects of transportation programs. However, it
is important the economic impact of business locating near
the new or improved roads are new, and not just businesses
that moved from other locations.



