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Davis/Menendez/Blumenauer/Baird Amendment 

to Increase Investment in Highway and Transit Infrastructure

March 30, 2004

$37.8 Billion for Highway/Transit Infrastructure Investment
· Increased Infrastructure Investment.  The amendment increases highway and transit infrastructure investment by $37.8 billion, including $32.8 billion for highways and $5 billion for transit.  These investment levels equal the funding levels passed by the Senate by a vote of 76-21 in its TEA 21 reauthorization bill (S. 1072).

· No New Gas Taxes.  The amendment includes the infrastructure financing provisions that were included in the Senate-passed bill.  These provisions include drawing down the existing balance in the Highway Trust Fund; restoring interest to the Highway Trust Fund; eliminating gas tax evasion; and replacing the existing 5.2-cent per gallon gasohol user fee subsidy with a tax credit and directing all revenues from gasohol user fees be deposited in the Trust Fund. None of these provisions include any gas tax increases.  

· Fiscally Responsible.  The amendment fully offsets these additional infrastructure investments by cracking down on abusive corporate tax shelters (e.g., Enron), preventing American corporations from avoiding paying U.S. taxes by moving to a foreign country, and extending customs user fees.
Economic Impact:  

Creates Nearly 1.8 Million Jobs and 

$235 Billion of Economic Activity

· $37.8 billion of Federal highway/transit infrastructure investment will create nearly 1.8 million jobs and $235 billion of economic activity.  Each $1 billion of Federal funds invested in infrastructure creates approximately 47,500 jobs and $6.2 billion in economic activity.

· A recent national survey found that transportation construction contractors hire employees within three weeks of obtaining a project contract.  These employees begin receiving paychecks within two weeks of hiring.  
Economic Impact Continued:

· In addition, this infrastructure investment will increase business productivity by reducing the costs of producing goods in virtually all industrial sectors of the economy.  Increased productivity results in increased demand for labor, capital, and raw materials and generally leads to lower product prices and increased sales.
· This investment will help create jobs for the almost three million people who have lost jobs in the three years of the Bush Administration.  This investment will specifically help the more than one million unemployed construction workers.  The number of unemployed private construction workers in 2003 averaged 810,000 -- a 58 percent increase over the last year of the Clinton Administration.  The unemployment rate for construction workers averaged 9.3 percent for 2003 – 50 percent higher than the rate in 2000.

Minority-owned Business Impact:  

· This investment will also help address the disproportionate effect that the increase in unemployment has had on people of color.  The rate of unemployment in February 2004 for African Americans is 9.8 percent – twice the rate for whites.  The unemployment rate for Latinos is 7.4 percent, more than 50 percent nearly one-third higher than the rate for whites.
· Under the existing highway and transit laws, as a general rule, states, cities, and transportation authorities are required to provide at least 10 percent of the amounts made available to Disadvantaged Business Enterprises (DBEs), including minority- and women-owned businesses.  
Highways/Transit Infrastructure -- $37.8 Billion

Infrastructure Needs:  The cost of congestion in our Nation’s 75 largest urban areas is a staggering $69.5 billion annually in wasted time (3.5 billion hours of delay) and fuel (5.7 billion gallons of excess fuel).  Nationwide, the cost of congestion is likely in excess of $100 billion.  

Data contained in the Department of Transportation’s 2002 Conditions and Performance Report indicate that a combined Federal highway and transit program of $53 billion is needed annually to maintain our highway and transit systems in their current condition.  To improve the overall condition of the systems, a combined Federal highway and transit program of $75 billion is needed each year.  Under current Federal funding levels, the annual Federal investment gap is $14.2 billion to maintain our current systems and $36 billion to begin to improve the highway and transit systems. 

Ready-to-Go Projects:  According to a survey of the state Departments of Transportation by the American Association of State Highway and Transportation Officials (AASHTO), as of April 2003, the states had 2,710 projects, totaling $17.1 billion, that were ready to go to construction within 90 days if additional funding were made available.

Davis Amendment:  Provides $37.8 billion in additional highway and transit investment.  
Economic Impact:  Creates nearly 1.8 jobs and $235 billion of economic activity.

Equal Opportunity:  Pursuant to TEA 21, as a general rule, states and cities are required to provide at least 10 percent ($3.8 billion) of the amounts made available to Disadvantaged Business Enterprises (DBEs), including minority- and women-owned businesses.

Offsets For Increased Highway/Transit Investment

· The amendment fully offsets the increased infrastructure investment.  It is fully paid for and will not increase the Federal deficit. Instead, the increased infrastructure investment will be offset by new revenues from the following sources:

· Cracking down on abusive tax shelters employed by corporations, including schemes used by Enron ($20.1 billion);

· Preventing American corporations from avoiding paying U.S. taxes by moving their registration to a foreign country while continuing to do the overwhelming majority of their business in the United States ($4.8 billion); and

· Extending customs user fees for ten years ($10 billion).

Cracking Down on Abusive Tax Shelters

· The amendment creates a requirement that corporate transactions have “economic substance” and penalize violations.  Transactions that lack “economic substance” are those transactions that have no effect on a person’s economic position except reducing his or her tax burden.  The amendment prevents corporate accountants from engaging in sham transactions for the sole purpose of reducing a company’s tax liability.  The amendment also makes a number of other technical accounting changes, including limiting the transfer or importation of built-in losses and prohibiting FASITs (Financial Asset Securitization Investment Trust).  The Joint Committee on Taxation recommended these changes as a result of its investigation of Enron.  On May 15, 2003, the Senate passed these provisions as part of its version of H.R. 2.  However, the provisions did not become law.

Stopping Corporate Expatriation

· The amendment prevents corporations from avoiding pay U.S. taxes by setting up headquarters in other countries on paper, while continuing to do most of their business in the United States.  In these situations, which are called “corporate inversions”, an American corporation is “bought” by a foreign company, but the heads of the original American corporation remain in charge of the new entity.  This inversion is simply a way for corporations to avoid paying taxes while continuing to enjoy the benefits of operating and doing business in the United States.  Under the amendment, when more than 80 percent of the company owners are the same before and after the “corporate expatriation transaction”, the company still has to pay United States taxes.  On June 21, 2002, the House voted on a motion to include these provisions in H.R. 4931.  The motion failed on a vote of 186-192.

Extending Customs User Fees

· The amendment continues customs user fees that are currently in effect.  These user fees are paid by companies and individuals to compensate the government for the benefits they receive from work done by the Customs Service.  The amendment extends these fees for ten years.  On June 5, 2003, the Senate included these provisions as part of its version of H.R. 1308.  The bill passed by a vote of 94-2.

� These estimates are based on Federal Highway Administration data on the correlation between highway infrastructure investment and employment and economic activity.  





