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Thanks for the opportunity to participate in today’s conference.  I congratulate the Ports of Indiana, led by my friend Will Friedman, and Purdue University for Hosting Indiana’s 21st Century Transportation, Distribution and Logistics Summit.  You have an ambitious agenda.  By focusing on the things that Indiana should do in order to attract freight transportation businesses builds you draw a clear roadmap – if you’ll pardon the pun – for economic development here in the state.  

You have a strong base to build upon.  Indiana has long been known as America’s Crossroads with an extensive Interstate highway network and a location in the heart of the Midwest that enables you to serve a huge market in the eastern half of the US.   And you are right to focus on what else you need to do in order strengthen this position for growth in the future.  

Today I would like to talk about how we are faring as a nation in meeting our transportation needs.  I’ll talk a little bit about what we need to be focusing on in the future, and present some ideas for helping us get there.  
The 2004 Urban Mobility Report
Just last week, the Texas Transportation Institute released is most recent Urban Mobility Report.  Those of us that are transportation junkies view the TTI report as a report card on how we are doing in addressing demand for transportation and in meeting the nation’s mobility needs.  

This year’s report paints a gloomy picture of the state of transportation in America.  In a nutshell, congestion has grown everywhere, in regions large and small.  It affects a much larger percentage of trips.  Over the last 20 years, we have seen peak hour congestion under the most severe conditions increase from 12 percent to 40 percent of peak hour trips.  What this translates to is more delay, lost productivity, and reduced quality of life.  

Moreover, severe congestion is a fact of life just about everywhere.  We used to think of it as a problem in cities like Los Angeles and Atlanta, but the negative effects of congestion are widespread.  Here in Indianapolis, the change is particularly acute with hours of delay per traveler moving from 4 hours per year in 1982 to 37 hours per year in 2002.  While that might seem like a big jump, Indianapolis fares pretty well relative to other cities.  Its growth in congestion is somewhat below the norm for comparable regions.  Nevertheless, the study does point to the need to be vigilant in ensuring that the state’s transportation system keeps pace with demands being placed on it.  
There is some good news in the TTI report.  Most significant is the positive benefit played by intelligent transportation systems (ITS) in offsetting growth in congestion.  Since that is a business I am in, I suppose I can take some comfort in the apparent fact that we may be doing something right.  I’ll talk more about that later.  
Demand for Transportation has Changed

Our country’s transportation systems have served us well over the years.  However, most were designed many years ago to serve transportation demand and transportation characteristics that are very different than those that exist today.  In a sense, we have a transportation system that is focused less on where we are going and more on where we have been.  

Much of the road and mass transit network around virtually every major city was designed for the traditional rush hour commute from the suburbs into downtown.  

Think of how much has changed in a relatively short period of time.  How many of us now work in suburban office locations?  How many of us now work flexible schedules, say 10 hours a day four days a week?  We all know that if we are married, our spouse probably works.  If we have young children, we have to balance work schedules with school, childcare, sports and other activities.  
What does this translate to in transportation terms?  Well the two trip workday concentrated in a morning and evening rush hour has been replaced by a series of many trips, to work, to school, to activities – all of which are spread out over a much longer part of the day.  In addition, the trips go in all different directions.  There are still the suburban commutes to downtown, but there are also the reverse commutes, the suburb to suburb trips and the much longer city to city trips.  I know people who live in Richmond, Virginia or Baltimore, Maryland who commute to Washington, DC.  For a while I was commuting from Washington to Salt Lake City, but that is another story – let’s call it an exercise in insanity.  But the bottom line is that the transportation logistics of the average family sometimes seem as complicated as the Allied invasion of France on D-Day.  
Freight transportation is also facing significant challenges.  Much of our port and rail infrastructure is concentrated in older downtown areas.  That made sense when our downtowns were manufacturing centers and such transportation links were essential.  But today that means that much of our freight infrastructure is tied together by the same congested highways and other roadways that struggle to move people.   And, of course, we all know about airport congestion and delays for passengers and freight, particularly at older hub airports like Chicago’s O’Hare Airport.  
The nature of shipments has also changed.  It was not that long ago that manufacturers warehoused large quantities of materials and supplies.  This was costly and to become more competitive, they have moved toward using the transportation system as the warehouse, timing shipments of parts and materials such that they arrive when they are needed.  But this “just-in-time” approach has replaced a smaller number of large shipments with a much larger number of smaller and more frequent shipments.  And given the nature of just-in-time production, there is much less tolerance for delay than in the days of large warehouses.  Or put differently, the system need to be more predictable today, at the same time that congestion is creating more unpredictability and delays.  
So we have significant transportation challenges.  It is everyone’s sense that things are not getting better anytime soon, but we have to face up to these challenges because if there is certainty about anything, it is that any measure of transportation has only one direction to go and that is up.  
Transportation is Important to Economic Development

Transportation has always been an important factor in economic development.  For years, companies have made location decisions based on access to markets and access to labor.  This has diminished somewhat due to the decline in freight transportation costs – largely attributable to deregulation in the 1980s and the emergence of the information economy.  However, transport is still an important factor.  
A major change has been the emergence of an additional “mode” of transportation – the movement of information.  ACS for example moves large amounts of data to support a large base of commercial customers.  We might do data input in Mexico or Ghana, and use that data in other BPO activities in Lexington, Kentucky or Salt Lake City, Utah.  This might support the worldwide operations of a company based in Illinois, or somewhere else.  While there is no question that the information economy has changed how many companies do business, the fact remains that companies are still in the business of moving things and people still travel for business and personal activities.  
In recent years, transportation has also started to pop up as a significant negative factor in economic development decisions.  For example, in regions as diverse as Washington, DC and the San Francisco Bay Area transportation congestion is consistently ranked by business and residents as one of the issues they feel most detracts from the region’s attractiveness and is a negative quality of life issue.  Of course, this can result in people leaving these congested areas and contributing to the growth in transportation congestion elsewhere; the cycle continues.  
What Do We Need to do?

If you buy everything I’ve said up until now, you have to agree that we have a major problem and we need to do something about it.  So what are the choices?  
We can add more capacity to the transportation system.  Clearly, we need to build more transportation infrastructure, across all modes of transportation.  But leaving aside the question – for a moment – of how do we pay for it, I seriously doubt that we can build our way out of our congestion problem.  Why?  Even if we had all the money in the world, I doubt that we would stand for the impacts on environment, land use and quality of life that such a capacity expansion program would require.  
And there is, of course, the question of how to pay for new infrastructure.  We face an inescapable fact that we seem to be unwilling to come up with the resources to deal with the problem.  Just look at the stalemate over the federal surface transportation program.   The last authorization expired a year ago and Congress and the Administration have been unable to agree on how much money to dedicate to the program.  This is despite the broad support that transportation enjoys among all segments of society, Democrats and Republicans, urban and rural areas, in all regions of the country.  

So we cannot just build new transportation projects.  But we can do a better job of managing the transportation infrastructure we have.  What are some specific things we should do?  
First, we need to make better use of technology.  Why?  Because it works.  The TTI study that I mentioned earlier notes that you can get more efficient operation of roads and public transportation through the use of information technology at relatively low cost.  Let’s look at a couple of examples.  
You may be aware that ACS has been in the business of electronic toll collection for over ten years.  During that time, we have worked with a large number of agencies to implement electronic toll collection programs such as E-ZPass in the northeast and FasTrak in California.  The benefits have been startling.  Traffic congestion at toll plazas has decreased dramatically at major chokepoints such as the George Washington Bridge going into New York and the Golden Gate Bridge going into San Francisco.  This year, we introduced high speed electronic toll collection on the New Jersey Turnpike meaning that drivers not only don’t have to stop at the toll booth, they don’t even have to slow down.  
In addition to the traffic benefits, long term, electronic toll collection programs reduce the costs of collection making a more efficient system overall.  And, finally, electronic payments also remove one of the biggest points of contention for toll projects – efficient collection of tolls.  Most people don’t like to pay tolls, but electronic toll collection makes it a lot less painful.  Indiana has plans to implement E-ZPass on the Indiana Toll Road, and we hope Indiana will select us to operate the state’s electronic toll collection program.   

Technology has also made trucking more efficient through applications such as PrePass, the weigh station pre-clearance program we operate in 24 states including Indiana.  
How exactly does the system work?  Let’s start with hat usually happens in a weigh station or port of entry.  If a station is open, all trucks must stop.  In the station, the truck may be weighed to determine compliance with the state’s weight restrictions, the truck’s credentials are checked and a safety inspection is performed.  The process can take anywhere from 20 to 30 minutes – and truckers hate it!  
In a PrePass equipped station, the truck is weighed using a device called a WIM or weigh in motion device about a mile before the station.  The weight reading is transmitted to the station along with the unique identifier for the truck read from a transponder.  This prompts an automated credential check.  If everything checks out, the truck received a signal in the cab to bypass the weigh station.  
Last year, we performed over 3 million pre-clearances for Indiana saving these truckers valuable time and money.  And by allowing these trucks to bypass the stations, the folks working in the station can concentrate their activities on trucks that might be overweight or which have significant safety problems.  
If you take just these two examples, you can really make a difference.  Truck drivers are very much in tune with what makes for efficient transportation and a recent survey of truckers ranks PrePass and electronic toll collection programs such as E-ZPass as the top two things that improve trucking efficiency.  

These are only two examples but there are many others ranging from simple solutions like traffic light timing to more ambitious programs like real time traffic monitoring and traffic management as well as pricing solutions such as HOT lanes.  
Another thing we need to do is to get out of the habit of looking at our transportation system as a collection of modes and instead treat transportation as an integrated system.  We need to consider how to allocate resources among modes and also ensure that everything is linked together.  It does little good to develop a port if the roads don’t go there.   
Finally, and longer term, we need to rethink how we allocate resources to transportation projects.  If you agree with me that transportation is a valuable resource and you accept that we don’t have limitless funds to keep building new transportation, then you would probably agree that we need to make sure that we get the maximum benefit from investments we make in transportation.  There are two sides to this.  First, we need to invest in the right things and second, we need to take steps to ensure that costs and benefits of transportation investment are appropriately matched up.  
It is in this context that the whole debate over toll roads has emerged all around the country.  I know that this has become an issue in the governor’s election here in Indiana and I have no intention of wading into the debate of what is best for Indiana.  I will, however, say this.  Tolls are a tool that works in some instances, but they are not the answer to all of our transportation problems.  And you choose tolls as a funding option, electronic toll collection programs enable you to maximize the efficiency of toll roads.  
Whatever decisions are made for Indiana’s 21st Century Transportation System, I urge you to be bold, and to be creative.  You have a lot to be proud of and as you plan for the future, keep focused as you are today on what you need to do differently, where transportation distribution and logistics trends are going and what Indiana needs to do to meet these needs.  Think of more of where you are going rather than where you have been.  If you do that, you will have a system that reflects where Indiana is going in the future.  Isn’t that where you would rather be?  
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