SOUTHERN ENVIRONMENTAL LAw CENTER

2829 2ND AVENUE SOUTH, SUITE 282 Facsimile 205-745-3064

Telephone 205-745-3060
BIRMINGHAM, AL 35233-2838

October 9, 2012

Via Facsimile, Electronic Mail, and U.S. Mail

Birmingham Metropolitan Planning Organization

C/O Regional Planning Commission of Greater Birmingham
ATTN: Cissy Edwards Crowe

2 20th Street North, Suite 1200

Birmingham, AL 35203

RE: Draft Amended/Updated FY 2012-2015 Transportation Improvement Program
Dear Members of the Birmingham Metropolitan Planning Organization:

The Southern Environmental Law Center (“SELC”) submits the following comments
concerning the Draft Amended/Updated FY2012-2015 Transportation Improvement Program
(“TIP”) on behalf of Black Warrior Riverkeeper, Inc. Our comments concern the inappropriate
inclusion and addition of segments of the proposed Northern Beltline in the TIP. At this point,
the Northern Beltline would cost taxpayers $4.7 billion to construct, or $90 million per mile.!
Our comments last year (attached as Exhibit 1) and in August 2007 (attached as Exhibit 2)
addressed many of our concerns. With this most recent draft TIP, not only is the Northern
Beltline still programmed, but the easternmost segments of the project have also been proposed
for addition. The updated TIP includes preliminary engineering, right of way acquisition, utility
adjustment, and construction for all segments of the Northern Beltline from S.R. 79 eastward. In
addition, approximately 45% of total federal funding for the region is programmed for the
Northern Beltline. Given growing concerns about whether the highway makes economic or
environmental sense to build, coupled with the new funding allocation for projects that took
effect with Congress’s passage of the 2012 transportation bill (discussed below), we recommend
that the MPO remove the Northern Beltline from the TIP until further cost-benefit analyses are

completed.

Given the numerous changes in the economic landscape that have occurred since the
adoption of the last TIP in September 2011, the Northern Beltline has become a questionable
transportation investment at best. First, the new federal transportation bill went into effect on
October 1, 2012, This bill, known as MAP-21, eliminates the dedicated source of federal
funding for the entire Appalachian Development Highway System (“ADHS”) (which included
the Northern Beltline), and allows this funding to finance other needed infrastructure in
metropolitan Birmingham and throughout Alabama. Rather than continue to dedicate 45% of the
region’s federal funding to the Northern Beltline, the MPO should be exploring whether
alternative investments in Birmingham’s transportation infrastructure would be more cost-
effective, create more jobs, and involve a shorter construction timeline than the Northern

! https: /fhwaapps.fhwa.dot.gov/foisp/publicActive.do. Accessed October 5, 2012.
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Beltline. The 2035 Regional Transportation Plan identifies a number of needs throughout the
region, many of which will go unaddressed given the disproportionate share of funds that would
be required to construct even a portion of the Northern Beltline. As of 2010, the Northern
Beltline ranked only 36™ (out of 54 projects) in the Plan.? It does not make sense to spend almost
half of the funding for the region for a road that has no demonstrated transportation benefits,
especially after Jefferson County’s November 2011 bankruptcy called into question the area’s
ability to finance needed secondary investments in sewer infrastructure, arterial road
improvements, and other improvements essential to bring economic growth to the region served
by the proposed Beltline. The Regional Planning Commission of Greater Birmingham (“RPC”)
should complete an objective cost-benefit analysis to determine where these funds should be
allocated based on critical transportation needs (such as maintenance, safety, and congestion) and
the long-term economic health of the region as a whole.

In addition, a new economic report critical of the Northern Beltline’s job-creation
potential was published by the Ochs Center for Metropolitan Studies in June 2012. See Exhibit 3
attached. Proponents of the road have claimed that the road would produce 69,535 construction
jobs and 20,641 permanent jobs, and extrapolating from these job numbers they argue that the
road will create $7 billion in economic benefits.> Unfortunately, these numbers have been highly
inflated, according to the Ochs Center’s report. The road’s overall economic impact hinges on an
accurate estimate of the project’s job-creation potential, both during construction and after
construction has been completed.

Looking carefully at how the 69,535 construction jobs estimate was created from the
Center for Business and Economic Research (“CBER”) report, the “69,535 jobs” is actually only
an estimate of the “job-years” of work that a 2010 study predicted that the Northern Beltline
would producc.4 One “job-year” is one job held by one person for one year. For instance, if one
construction worker worked on the Northern Beltline for 10 years, Beltline supporters count this
as 10 different jobs. Using a 17-year construction schedule, the CBER study admits that
constructing the Northern Beltline would only produce 4,014 actual jobs. However, even this
4,014 number is too high. The Federal Highway Administration estimates that on average $1
billion creates 13,000 job years. Using the Federal Highway Administration’s most current data,
the true job-creation potential of building the Northern Beltline is 48,880 job-years over a 17-
year construction period, or a maximum of 2,805 construction jobs. This number would be even
less if the Beltline took longer to construct; ALDOT’s latest estimate is over twice that long, or
35 years.

The Northern Beltline’s potential to create permanent jobs has also been inflated. The
econometric model that was used in 2010 to estimate this potential is highly unrealistic. Using
these numbers, every man, woman and child who would come to Alabama as a result of the
Northern Beltline would have to create 8 new jobs. Among other things, the model also failed to
discount for the “present value™ of any jobs that the Northern Beltline would create. Discounting

? See the 2035 Regional Transportation Plan, Appendix 5D. http://www.rpcgb.org/transportation regional-
transportation-plan/ . Accessed October 8, 2012,

% htip:/'www.bizjournals.com/birmingham/stories/2010.06,2 1/daily40.htm]. Accessed October 8, 2012.

4 Socioeconomic Indirect and Cumulative Impact Components for the Northern Beltline, Center for Business and
Economic Research, The University of Alabama, June 2010,




is important because the permanent jobs predicted by the CBER will only materialize if and
when the Northern Beltline is completed. After discounting for present value, the cost to
taxpayers per permanent job is between $281,824 and $456,016 depending on when the Beltline
is built.” After reviewing the 2010 study, along with the 2012 Ochs Center report, the MPO and
ALDOT should not include such a costly project that does not produce proportional benefits.

Finally, the Environmental Protection Agency (“EPA”) expressed concern recently about
the Alabama Department of Transportation’s (“ALDOT") application for a U.S. Army Corps of
Engineers (“Corps™) Clean Water Act permit for the segment of the road between S.R. 79 and
S.R. 75: ALDOT has not completed the required studies of this project’s impacts and
alternatives. On September 11, 2012, the EPA threatened to veto the project in accordance with
procedures outlined in the August 1992 Memorandum of Agreement between the Corps and the
EPA. Sece Exhibit 4 attached. EPA wrote that “...[the Northern Beltline] will have substantial
and unacceptable adverse impacts on Aquatic Resources of National Importance. We
recommend denial of the project as currently proposed...”

In addition, in the September letter, the EPA expressed broader concerns about the
purpose of the road:

[Traffic projections provided ... do not appear to support a six-lane facility. According to
ALDOT”s Approved Traffic Capacities document {Febroary, 2004), a four-lane, six-lane, and
eight-lane, freeway can accommodate an average annual daily traffic (AADT) of 68,000, 102,000
and 136,000, respectively. The AADT projected for this phase of construction is only 42,398 for
the design year 2032. Traffic volumes along the entire eastern corridor are also well below 68,000

AADT or four-lane approved traffic capacity.

The MPO and ALDOT should not program almost half of the region’s funding for a six-lane
road when ALDOT’s own traffic projections do not even support the need for a four-lane
highway in this area.

In fact, according to ALDOT’s March 2012 Reevaluation, population along the corridor
is only expected to change by 1.5% even if the road is built - hardly enough to support a six-lane
highway.” In addition, the MPOQ itself has predicted low growth in the region even if the Beltline
is completed. See Exhibit 5 attached. Because of the overall low projected population growth
rates for Jefferson County, any business or person that locates in the Northern Beltline corridor
would likely be coming from elsewhere in the Birmingham area; this is not “new” growth for the
region, but merely a redistribution.

3 If You Build It, Will They Come? Reassessing the Economic Impacts of the Northern Beltline Project, The Ochs
Center for Metropolitan Studies, June 2012, p. 18. The Northern Beltline’s permanent job creation potential largely
hinges on whether it is ever completed. Given the decades-long construction timetable, along with the ongoing
reduction in available federal transportation money, the probability that Beltline may never be completed is
significant.

§ Final Environmental Impact Statement Reevaluation Project HPP-1602(530)(529)(502)(531)(532) Birmingham
Northern Beltline: From I-459/59/20 West of the City of Birmingham To I/59 Northeast of the City of Birmingham
Jefferson County, Alabama. U.S. Department of Transportation, Federal Highway Administration, Alabama
Department of Transportation, March 2012,



ALDOT’s environmental studies for the road have been the subject of an ongoing legal
challenge. Yet, the MPO and ALDOT continue to program additional funds for the project. Last
year, the Northern Beltline was programmed to consume $419,848,262 of the region’s funding,
and now the MPO and ALDOT propose to program $534,154,948 to fund the road. This $4.7-
billion dollar, multi-decade investment could be better spent on proven and needed transportation
infrastructure that would produce jobs in a much shorter timeframe and at lower cost; therefore,
the MPO should remove the Beltline from the TIP. The MPO should focus on completing a
cost-benefit analysis for the region as a whole, one than emphasizes transportation projects that
will bring sustainable economic growth to the region in the most cost-effective manner.

Thank you for consideration of these comments. Please let me know if you have any
questions.

Sincerely,

Gk oo

Sarah Stokes
Staff Attorney

Cc (without enclosures): John Cooper, ALDOT
Jim Ippolito, ALDOT
Mark Bartlett, FHWA
Gloria Hardiman-Tobin, FHWA
Jack Gilbert, FHWA
Gwendolyn Keyes Fleming, EPA, Region 4
Jim Giattina, EPA, Region 4
Heinz Mueller, EPA, Region 4
Rosemary Hall, EPA, Region 4
William Cox, EPA, Region 4
Craig Litteken, US Army Corps of Engineers, Mobile District
Tom Landry, US Army Corps of Engineers, Mobile District
Cindy House-Pearson, US Army Corps of Engineers, Mobile D.
Courtney Shea, US Army Corps of Engineers, Mobile District
Aaron Peters, ADEM
William Pearson, FWS
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SOUTHERN ENVIRONMENTAL Law CENTER

Telephone 205-745-3060 2829 2ND AVENUE S0OUTH, SUME 282 Facsimile 205-745-3064
BIRMINGHAM, AL 35233-2838

August 9, 2011
Via Facsimile, Electronic Mail, and U.S. Mail

Birmingham Metropolitan Planning Organization

C/O Regional Planning Commission of Greater Birmingham
ATTN: Cissy Edwards Crowe

1731 First Avenue North-Suite 200

Birmingham, Alabama 35203

RE: FY 2012-2015 Transportation hnprovement Program
Dear Members of the Birmingham Metropolitan Planning Organization:

The Sonthern Environmental Law Center (“SELC"™) submits the following comments
concerning the proposed FY2012-2015 Transportation Improvement Program (“TIP*) on behalf
of Black Warrior Riverkeeper, Inc. Our comments primarily concemn the inappropriate inclusion
of various parts of the proposed Birmingham Northern Beltline in the draft TIP. In addition to its
high cost and substantial environmental impact, the Northern Beltline has no place in the TIP
because the Alabama Department of Transportation (“ALDOT™) has yet to complete the required
studies of this project’s impacts and alternatives, and have not applied for nor been issued any
permits. Thus, many uncertainties remain as to whether this project will move forward to
construction, and if it does, on what timeframe, alignment and design. Many of the comments
below were also raised in an earlier letter submitted on August 21, 2007 (attached as Exhibit 1).

In the current draft 2012-2015 TIP, the Birmingham Metropolitan Planning Organization
(“MPO”) has allocated $419,848,262 to the Northern Beltline, approximately three times the
amount of funds for the Beltline as in the past June 2010 TIP. Of this, $337,641,561 is
designated to construction, $62,855,668 to right-of-way acquisition, $14,405,334 to preliminary
engineering, and $4,945,699 to utilities. The MPO is prematurely allocating significant money to
this project before all the facts are known.

Becanse of the ballooning price tag of the Northern Beltline and the fact that its costs
and benefits have not been adequately studied, the MPO should remove all construction, right-
of-way and utility adjustments for the Northem Beltline from this TIP and focus instead on
transportation projects that will bring sustainable economic growth to the region in the most cost-
effective manner.

| The Northern Beltline is not a cost-effective way of spending limited funds.

The Federal Highway Administration (“FHWA™) has currently estimated that the
Northern Beltline will cost $4.734 biilion, or roughly $90 million per mile." This project would

do. Accessed Aug. 3, 2011.
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rank as one of the most expensive highways ever built in the United States; by comparison, six-
lane interstates in rural areas average Just $7 million per mile, according to the American Road
and Transportation Builders Association.? Alabama taxpayers will be responsible for nearly $1
billion of the Beltline’s cost, which is close to the Alabama Department of Transportation’s
(“ALDOT”) entire construction and maintenance annual budget for the state of Alabama ($1.2
billion)." Not only is the projected cost of building the Beltline astronomical, but the significant
additional costs that local governments will have to pay for new sewer, water, other utilities,
school, public safety and secondary road improvements must also be considered.* Because of all
of the costs associated with projects like this, many cities — including a number in the Southeast

— have ahandoned or held off on plans for beltways.’

Even the MPO has given the Northern Beltline a middle to low priority ranking.
Appendix 5D of the 2035 Regional Transportation Plan (“RTP”) gives a numeric score based on
how the MPQ prioritizes a project. This number is a combined score based on 1) how well the
project maintains the existing system, 2) how well it improves the ability to travel 3) how well
the project reflects the community’s vision and values and 4) how well it fairs in the “congestion
management process”.® The Northem Beltline was given a score of 28.1, where the highest was
63.6. This score placed the Northern Beltline in the middle priority, two-tenths of a point away
from scoring in the low priority range. However, the total amount (both federal and state
fimding) allotted for the Northern Beltline in the 2012-2015 TIP is $419,848,262, This is about
40% of all federal and state funds allotted for all projects in the 2012-2015 TIP, demonstrating
that the draft TIP is completely out of synch with the priorities in the RTP and should be revised

to be consistent with those priorities.

ALDOT intends to spend a total of $81,691,940 on the Northern Beltline in the next
three years. This represents 47% -- almost half — of the spending for all projects in the entire
Birmingham area during this time period. If the state spends this massive amount on the
Northern Beltline, it will be forced to limit how much it can pay for other much higher-priority
projects, leaving only $93,490,374 to spread over all other projects in the six-county region,
This includes projects such as Safety Projects, which currently are only allocated 0.03% of
funding; Maintenance Projects, which will receive only 1.5% of funds; Bridge Projects, which
would get 5.3%; and Congestion Mitigation and Air Quality Projects, which are allotted a mere

2 hitp//wwrw artha, gg[about/fgs—mman—gem -public/Biqa/#20. Accessed Avg. 2, 2011.
? hitp://www.dot.state.al us/tpweb/FY2010%20A1 DOT%20 Annual%20Report.pdf. Accessed Aug. 3, 2011,

%*“Along the Northern Beltline...the one big question mark is how do you get infrastructure, mainly sewer, to those
Bress. Youjustcammthavealotofdwalg?mmonsepnctmksmdmectto see the sort of things yon've seen on
I-459 repeated on the Northern Beltline...” Tom Howard, head of southeast development of USS Real Estate
property, On the Record: Tom Howard of USS Real Estate Talks About the Largest Landowner in County,
BRMINGHAM NEWS, March 20, 2011.

% For example, legislators in Nashville, TN and city council members in Charleston, SC have either abandoned or
put their plans for the completion of their Beltlines on hold. (hétp.//www.tdot.state.tn. us/news/2003/ut projects/10-

31-2003sr840n.pdf ; hitp:/fwww.postaadcourier.com/news/2011/apr/14/charleston-county-council-i-526-road-plan/.

AmessedAug 5,2011.)
SwﬁcZﬂZ«)SRegmmlenspnrmmnPlan, Chapter 5 foranexplananmofmeCmgeahoanagmentle
/i ; g ansportation-plan/, AccessedAug 4, 2011.




0.6% of funds. Furthermore, the state does not assist most local municipalitics with the bill of
providing sidewalks, pedestrian overpasses and greenways.’

In reviewing the draft TIP, the state portion of money projected to be expended on the
Northern Beltline could be better spent on projects that the state truly needs, such as system
maintenance, resurfacing, safety projects and bridge repair. It could also help fund some of the
visionary projects (projects that are not in the TIP because of funding limitations but are in the
RTP). One such project is de-elevating I-20/59. The City of Birmingham, through its City
Center Master Plan, has proposed that an elevated 1.5-mile segment of 1-20/59, which passes
through downtown Birmingham beginning at 31st Street and terminating at I-65, be removed and
the rebuilt roadway lowered. This section of I-20/1-59 currently has a crash rate more than 2 %
times the statemde Alabama average rate, and includes two of the top four highest statewide
crash locations.? It is a project that the Community Foundation and Operation New Birmingham
both support, and is estimated to cost between $600 million and $800 million, a fraction of the
$4.7 billion price tag of the Northern Beliline. Unlike the Northern Beltline, whose need and
economic benefit compared to other projects have yet to be demonstrated despite its escalating
costs, a project like upgrading I-20/59 in downtown Birmingham would bring obvious economic,
safety, and quality of life benefits that will boost the entire metropolitan area,

The Northern Beltline is also out of step with the g-eral goal of bringing balanced
transpertation options to cities, including transit, especlally given that Birmingham recently
ranked as the number two gas-guzzling city in the country.” The federal Safe, Accountable,
Flexible, Efficient Transportation Equity Act: a Legacy for Users (“SAFETEA-LU”) provides
broad goals in the development of transportatlon plans, including the goal of “minimizing
transportation-reiated fuel consumption and air pollution.” 23 U.S.C. § 134(a)(1). The statute
specifically states that the “MPO should develop long range plans and transportation
improvement programs to accomplish these objectives.” 23 U.S.C. § 134(c)(1). The
transportation plans should also consider projects and strategies that will “protect and enhance
the environment” and “promote energy conservation.” 23 U.S8.C. § 134(h)(1)(E); 23 C.F.R.

450.306(a)(5).

Of the $879 million in federal funds planned for all transportation projects in the region
over the next four years, 38% will be Northern Beltline spending, compared to only 12% for all
transit spending. With limited federal resources, ALDOT and local public officials could refocus
energy to support and promote regional public transit investment that can meet growth and
economic needs at a lower cost to our water resources and air quality, with potentially a more
cost-cffective economic growth return on regional investment. Tellingly, the proponents of the
Beltline are much quieter on the promotion of transit improvements for Birmingham, either in
the city itself or in the area where the Beltline would be located. The MPO must undertake a
more sericus analysis of potential fransit investments in order to satisfy SAFETEA-LU’s

’TIP-2012-2015 Tmnsporlauonlmpmvment Progmm, 2 59-6! 83 88;
- : transportatior : Accessed Aug. §,2011.
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requirements and to be more economically competitive. Virtually all of the 50 largest metro
areas in the country are planning transit expansions.

The Northern Beltline’s primary purposes as identified in the project’s 1997 Final
Environmental Impact Statement (*“FEIS™) are “to increase cross-region accessibility and for its
potential to stimulate economic development.” FEIS at 1-1.'° As a starting point, building a six-
lane interstate is not the only option for increasing cross-region accessibility, Improving existing
roads, increasing the connectivity of the existing network, or constructing a smaller newly
located parkway could just as easily meet this purpose. More importantly, there is no data or
study that demonstrates that the Beltline will stimulate any economic development at all,
particularly when compared to other transportation investments. Indeed, there have been similar
beltline-type projects in the Southeast that were also touted to stimulate economic development

but never did.

For example, the Southern Connector around Greenville, South Carolina was intended
primarily to generate economic growth. The road is now considered an abject failure at
delivering the promised economic growth; the U.S. Strategic Highway Research Programs’
Transportation Project Impact Case Stud¥ states that “no major economic development can be
attributable to the Southern Connector.”"’ The report also states that while there are a few minor
firms that have developed facilities in the surrounding industrial areas, the employment levels are
a tiny fraction of those predicted by the project’s cheerleaders and may not even be attributed to
the road because they are also so close to I-85.'2 Area employment has risen by a mere 2.9%
after the construction of the road.'® The Wall Street Journal’s Smart Money Magazine called it
“4o0 much road for the actual pace of development.”** Because the purpose of the Northern
Beltline is similarly limited to economic development and it is also located in a rural setting, the
Northern Beltline carries a high risk of suffering a similar fate to the Southern Connector.

The I-469 bypass of Fort Wayne, Indiana, is another example of a failed bypass.
Completed in 1995, the road still remains lightly traveled, and has not delivered much economic
growth, even around its interchanges. A study on the economic impacts of highway bypasses by
the Economic Development Rescarch Group states that [-469 has led to little economic growth in
some places and almost none in others. ' The study attributes this lack of development to the
road’s rural setting and the corresponding lack of infragtructure like sewer, tertiary roads, and
utilitics needed for development along interchanges.'®'? Like Fort Wayne, Indiana, the Northem

19 Traffic congestion reduction was identified as only a secondary purpose of the road but will likely not happen at
all because of the Beliline’s spiral shape aroumd Birmingham.

! Transportation Projects Impact Case Study. US Strategic Highway Research Propram,
http:/Aransportationforcommunities com/t-pics/#ap; selectedindex=0&51 1-selectedindex=0. Accessed
May 27, 2011.

Iim

13 Id-

Uwill Swarts. Toll Road Less Traveled Leads to Bankruptcy, Smart Money Magazine (Tul. 7, 2010).
hitp:/fwrww.smartmoney.com/invest/bonds/toll-road-less-traveled-driven-to-bankrypicviffarticle tab

Accessed May 27, 2011.

¥ Economic Impacts of Freeway Bypasses on Medium Sized Cities. Economic Development Research Group.

September, 2000; See also
.. e

fwww journalgazette net/t 200426/, Accessed Ang. 3, 2011.
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Beltline will also be built in a rural area with little available infrastructure; economic
development is therefore far from a certainty.,

Further, even if the Northern Beltline does result in some economic development in
northern Jefferson County, this growth is unlikely to be “new” growth. Rather, projects such as
these more often merely redistribute existing businesses or growth to new places, to the
detriment of other parts of the metropolitan area.'® Beltways generally pull growth opportunities
out of central cities and inner-core suburbs and do not bring any net economic benefit. The MPO
can ensure that this result does not happen by making investments in transportation options that
benefit the metro area as a whole and result in economic growth and prosperity. The MPO
should therefore be taking a much harder look at its project list with an eye towards enbancing
the quality of life for all Birmingham residents and visitors, which includes both maintaining
existing infrastructure and adding new transportation options that are not all automobile-
dependent. Beltlines are not linchping of economic prosperity. In fact, numerous southemn cities
such as Greensboro, Winston-Salem, Charleston, Knoxville, Chattanooga, Tampa, and Orlando
are thriving without a complete beltline loop, and several have no beltline at all. Further, unlike
Atlanta and Charlotte, which do have complete loops, the Northern Beltline would not evenbe a
complete loop since it will not connect with 1-459.

II. The Northern Beltline will harm Birmingham’s air and water quality.

As stated earlier, TIPs must consider projects and strategies that will “protect and
enhance the environment™ and “promote energy conservation™ pursuant to federal law, 23 U.S.C.
§ 134(h)(11{E); 23 C.F.R. 450.306(a)(5). In addition to its high cost and dubious economic
benefits, the Northern Beitline will have substantial environmental impacts. The interstate will
worsen air pollution in the region by increasing the number of miles driven by the cars and
trucks on the road. These mobile sources of air pollution will emit more ozone precursors, fine
particulate matter pollution (PM), and greenhouse gases. The Birmingham area has long battled
problems with smog and other air pollution; the American Lung Association’s 2010 State of the
Air Report ranked Birmingham metropolitan area in the top 10 for annual and daily PM pollution
and in the top 20 for ozone pollution. Although air quality in the arca has improved somewhat
due to 2 number of factors, the Birmingham metropolitan area has not yet been re-designated by
the EPA as in attainment for PM pollution under the Clean Air Act. In addition, the Birmingham
metropolitan area is teetering on the threshold of violating EPA’s current ozone standard; if EPA
scts a lower, more protective ozone standard, which has been announced to happen within the
next several weeks, the Birmingham aree will certainly be in non-attainment for ozone. With the
recent science on the public health effects of PM pollution likely compelling EPA to tighten the
PM air quality standard as well, Birmingham’s attainment problems for both ozone and PM are
far from over. Projects like the Beltline will only hinder Birmingham’s ultimate ability to meet

17 Studies conducted by the Wisconsin Department of Transportation suggest that the cost of developing this
necessary infrastructure at bypass interchanges could be greater than the economic benefit brought by the
businesses. Collins, Margaret and Weisbrod, Glen. Wisconsin Department of Transportation, The Economic
Impacts of Highway Bypasses on Communities, 1998,

*® Sivaramakrishnan Srinivasan and Kara Maria Kockelman, The Jmpacis of Bypasses on Small and Medium-Sized
Communities: An Econometric Analysis, 5 J, TRANSPORTATION & STATISTICS, No. 1 (2002) at 57.



these standards, and failure to meet them carries high costs in terms of negative public health
impacts and being unable to attract new businesses and industries.

Equally important, the Northern Beltline will damage Birmingham’s water resources.
According to the 1997 FEIS, the road will cross approximately 2§ streams in the Black Warrior
and Cahaba River watersheds. In fact, the six-lane interstate is currently routed directly through
the sensitive headwaters of the Black Warrior River and the Upper Cahaba River watersheds,
which feed the major drinking water source for much of Jefferson and Shelby Counties. The
Cahaba and Black Warrior River basins also serve as valuable freshwater habitats of global
signif:'ma:nce;'9 and are sources of recreation and beauty that add great value to the quality of life
of the region’s residents. The United States Environmental Protection Agency (“EPA”) has
independently noted that ALDOT has chosen of the alignment for the Beltline that will have the
most impacts to natural resources and wildlife of all potential routes.?’

The arca of the Beltline between I-65 and 1-59 is home to several endangered species,
including the vermilion darter and the watercress darter (both in the Turkey Creek watershed, a
tributary of the Black Wartior River) and the threatened Alabama snowwreath. In fact, the
United States Fish and Wildlife Service (“FWS™), the agency charged with the protection of
these species, has expressed concerns about the Beltline in letters dated July 16, 2009 and
February 1, 2010. In its letter of July 16, 2009, FWS stated, “[T]he Service is concerned that the
listed species in the area could experience substantial adverse impacts as a resuit of the direct and
indirect effects of the project caused by secondary development, habitat fragmentation,
population isolation, road kills, increased predation and road right-of-way maintenance
activities... such development would disrupt the normal behavicral paiterns such as feeding,
mating, nesting, and sheltering of resident wildlife.”

On March 9, 2011, the FWS scnt another letter to FHWA. expressing concerns over the
inadequate environmental reviews being conducted for the Northern Beltline. Stating that “the
landscape around Birmingham has changed both economically and environmentally” in the 14
years since the original EIS, the FWS called on FHWA te conduct a full supplemental EIS for
the project. In its letter, the FWS noted its recent designation of 13 miles of streams within
Turkey Creek’s watershed as cntlcal habitat for the endangered vermilion darter, pursnant to the
federal Endangered Species Act?! This critical habitat is located around Pinson, AL, in the
vicinity of and downstream from the footprint of the Northern Beltline, and it will likely be

15 The Cahaba River was named by the Nature Conservancy as one of eight “hotspots of aquatic biodiversity” in the
U.S. that must be saved, and by the Nationa! Geographic College Atlas of the World (2007), as one of six global
examples of biological diversity. According to Eastern Fly Fisiing Magazine (Fall 2005), the National Park Service
rated the Black Warrior's three forks in the top 2% of 118, streams for "outstandingly remarkable values.“Boating
magazine (Sept. 2005) called the Black Warrior River one of America's best kept secrets for recreational

The Sipsey Fork and the headwaters of Smith Lake (BWR watershed) is Alabama’s only federally designated Wild

& Scenic River. hitp://www.rivers gov/wr-black-warriorhiml Accessed Aug. 8, 2011.

% gee September 8, 1997 letter from Heinz Mueller to Jimmy Butts (attached as Exhibit 2), Notably, this letter was
written when the Beltline was proposed as only a four-lane interstate, not a six-lane interstate. The environmental

impacts of this larper project will be even greater.

% gee 75 FR 75913 (Dec. 7, 2010).



impacted by construction sediment, stormwater runoff, grease, fuel, and other pollution coming
off of the Beltline. The FWS also referenced the number of endangered and threatened species
in the Cahaba River watershed and expressed concerns abhout the direct and indirect impacts of
the Northern Beltline on this river system in addition to the Black Warrior River.

The inadequate environmental reviews of the Beltline’s impacts have resulted in a lawsuit
against ALDOT and the FHWA that is ongoing. Whole categories of environmental effects have
never been studied for this project, in violation of the National Environmental Policy Act
(“NEPA”), the long-standing bedrock of federal environmental law. These studies are an
important chance for the agencies and the public to make informed decisions about how to invest
wisely in cconomic growth while minimizing impacts to air, water, and other resources. Since
the primary purpose of the Northern Beitline is to spur economic development, the agencies
ought to ask objectively whether this $4.7 billion project is really the best way to do that,
particularly given the serious environmental impacts of a new 52-mile-long, 6-lane interstate.
Instead of conducting the comprehensive study that the law requires, the agencies are improperly
continuing forward with this project in violation of the law. The MPO should not include
projects on the proposed TIP that are not in compliance with the law, including all Northern
Beltline projects. Indeed, further land acquisitions in the Beltline footprint as proposed in this
TIP will prematurely lock the project into a route before a complete study of the impacts of and
eltematives to the entire project is completed, which violates both the letter and the purpose of

NEPAZ
Conclusion

In summary, there are numerous unresolved concerns about the Northern Beltline’s high
cost, its impact on the overall regional economy and on the economic health of communities, and
its environmental impacts, many of which have not been studied. Therefore, it would be
premature to devote a significant portion of the TIP to funding for any segments of the Northern
Beltline. We request that all funding for right-of-way, utilities and construction be removed until
these issues are resolved. Beltline segments proposed in this TIP should be removed as a priority
for funding until these concerns are addressed.

Thank you for consideration of these comments. Please let me know if you have any
questions.

Sincerely,

Auoh it

Sarah Stokes
Associate Attorney

-/rerww . southernenvironment. toads/fek/file/northern beltline/C int 4 11_Final.pdf (link to
complaint).




Cc:

John Cooper, Director, ALDOT

Mark Bartlett, Division Administrator, FHWA
Heinz Mucller, EPA Region 4

William Pearson, Field Supervisor, FWS
Mayor William Bell, Birmingham

Mayor Scott McBrayer, Homewood

Mayor Terry Oden, Mountain Brook

Mayor Alberto Zaragoza, Vestavia Hills
Mayor Tony Petelos, Hoover
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SOUTHERN ENVIRONMENTAL LAw CENTER

THE CANDILER BUILDING
127 PEACHTREE STREEY, SUNE BOS
ATLANTA, GA 30303-1800
Chariottesville, VA

Telephana 404-521-9900 -

Facsimile 404-521-9909 Chapel Hill, NC

selcga@uelcgn.ong Atlanta, GA
August 21, 2007

Via Facsimile, Electronic Mail, and U, S. Mail

Birmingham Metropolitan Planning Organization

c/o Regional Planning Commission of Greater Birmingham
Attn: Cissy Edwards Crowe

1731 First Avenue North-Suite 200

Birmingham, Alabama 35203

RE: FY 2008-2011 Transportation Improvement Program
Dear Members of the Birmingham Metropolitan Planning Organization:

The Southern Environmental Law Center submits the following comments
conceming the proposed FY 2008-2011 Transportation Improvement Program (TIP) on
behalf of the Alabama Rivers Alliance, Black Warrior Riverkeeper, Cahaba River
Society, Conservation Alabama Foundation, and Friends of the Locust Fork.
Specifically, these comments concern the inclusion of a substartial number of projects

related to the Northem Beltline in the draft TTP.

This alliance of conservation organizations has been studying the potential
environmental and economic impacts of the proposed Northem Beltline for the past
several years, We recognize that the communities of our region want economic growth,
and we have therefore tried to work with the Alabama Department of Transportation
(ALDOT) with an aim to influence the Northern Beltline to enhance the conservation of

our watersheds and benefit the region as a whole.

However, for the reasons below, our organizations ask the Metropolitan Planning
Organization (MPO) to remove the segments of the beltline from the TIP until federai
trangportation and environmental laws are adequately addressed, ALDOT agrecs to
design the Beltline in ways that will protect our water resources, and crucial questions are
answered about the best investment of funds for economic growth that will bepefit the
entire region. Our organizations support economic growth in the region that is equitable,
cost efficient and environmentally sound. Unfortunately, ALDOT has not presented
information to either the MPO or the public demonstrating that the proposed high-priority
sections of the Beltline in the draft TIP meet these criteria.

100% racycled paper



Introduction

The TIP’s prioritization of the Northern Beltline runs afoul of language contained
in the Safe, Accountable, Flexible, Efficient Transportation Equity Act: a Legacy for
Users (SAFETEA-LU). SAFETEA-LU provides broad goals in the development of
transportation plans, including the goal of “minimizing transportation-related fuel
consumption and air pollution.” 23 U.S.C. § 134(a)(1). The statute specifically states
that the “MPO should develop long range plans and transportation improvement
programs to accomplish these objectives.” 23 U.S.C. § 134(c)(1). The transportation
plans should also consider projects and strategies that will “protect and enhance the
environment™ and “promote energy conservation.” 23 U.S.C. § 134(h)(1XE); 23 CFR.

450.306(a)(5).

The Northern Beltline, if it is constructed, will undoubtedly increase air pollution
in the region by increasing the number of mobile sources of ozone precursors, particulate
pollution, and greenhouse gases. The Birmingham area is currently not attaining the
particulate matter standard under the Clean Air Act and is only barely attaining the ozone
standard. The MPQ should therefore be taking a much harder look at its project list with
an eye towards enhancing the quality of life for all Birmingham residents and visitors,
which includes both maintaining existing infrastructure and adding new transportation
options that are not automobile-dependent.

Furthermore, even if funding for the Beltline stays in the TIP, the proposed
projects are inappropriately focused on segments of the Northern Beltline in the most
environmentally-sensitive areas of the plarmed route: the upper Cahaba watershed, which
encompasses the region’s drinking water source, and biclogically valuable streams of the
Black Warrior watershed.

In fact, ALDOT has not completed federally-required environmental studies for
the Northern Beltline, yet the agency is making substantive decisions to move forward
with road design and land acquisition as if the outcome of the studies is irrelevant.
ALDOT is ignoring substantial public concerns raised about the proposed design and
location of these sections of the Beltline. The agency has made no serious commitment
to design the highway in ways to avoid damage to our water resources.

Fundamentally, crucial questions have not been answered about the best uses of
limited funds for the region’s transportation needs and for economic growth that would
equitably benefit the region as a whole. We therefore ask the MPO to revisit the project
list and remove segments of the Beltline until the proper environmental studies have been
completed and until the MPO takes a more holistic look at transportation alternatives that
will provide more Jong-term benefits to the Birmingham area.

L Environmental Impacts of the Beltline

The segments of the Northern Beltline included in the TIP east of 1-65, and the
development those segments will generate, could substantially and unnecessarily degrade



now planned. These river basins serve as valuable freshwater habitat of global
significance, are sources of recreation and beauty that add great value to the quality of
life of the region’'s residents, and are the primary drinking water supply for the people of
Birmingham and the metro area — about one fourth of the people of Alabama.

The area of the Beltline between I-65 and I-59 is home to several endangered
species, including the vermilion darter and the watercress darter (both in the Turkey
Creek watershed) and the threatened Alabama snowwreath.

Incomplete Environmental Review and Premature Land Acquisition

ALDOT is already beginning to acquire land and finalize design and route aspects
of the Beltline before re-evaluating studies that are both outdated and inadequate. The
original environmental impact statement (BIS) for the project is a decade old and gave
short shrift to drinking water issues and overall environmental and watershed
degradation. Conditions in cur rivers have deteriorated since then due to unintended
development impacts such as mud runoff and increased storm flows and flooding.
Furthermore, the original EIS was legally deficient under the National Environmental
Policy Act (NEPA), which calls for a complete study of a project’s direct, indirect, and
cumulative impacts. The latter two categories of impacts are missing entirely from the
original EIS, and ALDOT does not intend to allow public review of and eomment on
these impacts before submitting its study to FHWA for approval.

Worse still, even though ALDOT has not finalized the federally-required updated
environmental review of these potential impacts, it is prematurely moving ahead with
land acquisition and preliminary design of the most environmentally-sensitive sections of
the interstate. The endangered species survey from the 1997 EIS is out-of-date.
ALDOT’s piecemeal environmental review of the Highway 79-Highway 75 segment has
ignored cumulative impacts of the entire Beltline and ather projects in the area such as
the completion of Corridor X. This segment has also never been studied for
archeological artifacts. Further acquisitions in the Beltline segments proposed in the TIP
will prematurely lock the praject into a route alternative that will be particularly
damaging for Birmingham’s drinking water supplies, especially construction in the upper
Cahaba watershed.

Extension to I-20 and Further Impacts to Cahaba System and Drinking Water

Supply

The route chosen by ALDOT and proposed to be fast-tracked in the TIP ends at I-
59 well above I-20. To complete the loop as currently designed will require a further
extension that would spread these impacts through the Little Cahaba watershed above
Lake Purdy, one of our region’s significant dry weather back-up supplies for drinking
water. In winter 2007, ALDOT suspended the initial environmental study of potential
routes for the extension due o subsiantizl public and political opposition. However, this
extension is shown currently in the 2008 — 2011 State Transportation Improvement



Program (STIP) map of the Northern Beltline. We ask that the extension be removed
from the STIP so that it will conform to the TIP map.

Unresolved Public Opposition in the Fast-Tracked Sections of the Beltline

The eastern section of the beltline through Clay and the Cahaba watershed is the
only stretch with significant public opposition from the communities the interstate will
impact. Clay and Trussville citizens in the group SOURCE have informed people in the
arca about the Beitline and have gathered numerous petition signatures urging ALDOT {o
move the route out of the upper Cahaba watershed. ALDOT held a design hearing for
this stretch of the Beltline in October 2006 and received 405 written public comments
after the hearing, 82% of which disapproved of the design and only 12% of which
approved. ALDOT then discounted all comments received from people who were not
able to actually attend the hearing, something they have never done before. Even so, the
majority of comments were against this design. By proposing that this section of Beltline
should be fast-tracked in the MPO TIP, ALDOT is ignoring substantial public concern.
The MPO should not prioritize this segment of the Beltline until the controversy over

location and design of the road has been resolved.

Design Features of the Beltline

Our organizations have met with representatives of ALDOT, the Federal Highway
Administration, and their consultants on multiple occasions over the past two years to
discuss low impact design solutions to reduce impacts to these rivers and our drinking
water, which we have asked ALDOT to incorporate into the design of the Beltline. In
spite of those discussions, ALDOT"s proposed design of the first section that will impact
the Cahaba River, which was revealed in October 2006, proposed to culvert the Cahaba
River and 7 tributaries near the top of the watershed and would locate a major
interchange at the point where these come together. Despite our cooperative efforts,
ALDOT's design showed none of the low impact design innovations that are essential to
reduce water quality impacts. For this reason our organizations had no choice but to
collectively disapprove the proposed design of this section of the Beltline, and we hope
that ALDOT will reconsider this destructive design alternative.

ALDOT is required by federal law under the storm water program of the Clean
Water Act to improve its construction best management practices and to institute post-
construction stormwater management techniques to better protect water quality, as are the
lecal governments in Jefferson County. EPA and ADEM are currently discussing the
upcoming storm water permit requirements that will apply to ALDOT and the local
governments in the S-year National Pollutant Discharge Elimination System (NPDES)
permit revisions. It appears sure that the above will be instituted and that the permittees,
including ALDOT, will also have legal responsibility to do their part towards
implementing the Cahaba Totel Maximum Daily Loads (TMDLs) for reduction of
sediment and nutrients, The Beltline as currently designed will increase sediment and
nutrient impacts to water quality, in opposition to stormwater permit and TMDL

requirements.



It should be noted that proper implementation of adequate construction and post-
construction controls could affect the precisc location and the width of the construction
zone, and thus the right-of-way, of the beliline. Right-of-way purchase should not
proceed until ALDOT adequately addresses these design issues that are crucial to the
future health of our water resources.

We do appreciate ALDOT’s willingness to propose bridging much of Self Creek
of the Black Warrior River, due to requirements imposed by the U.S. Army Corps of
Engineers. We hope that ALDOT will bridge all water bodies in the Beltline footprint.
While bridging is an important step, that alone does not preserve water quality without
other design features and management practices. In addition to bridging the creek, we
recommend that ALDOT undertake greater control of construction mud runoff and long-
term minimization and filtering of pavement runoff to conserve the rivers and properties

downstream, as discussed more fully below.

ALDOT needs to reduce both the velocity and volume of construction and post-
construction stormwater nmoff to prevent increased sediment pollution and ongoing
erosion of streams below the Beltline’s footprint. The typical runoff structure created by
ALDOT is a concrete or rip-rap lined swale. These are not effective at reducing runoff
velocities or volumes, or sediments, petroleum products, nuirients and other pollutants.
Riprap and concrete are resource-intensive and unnatural when used to shore up disturbed
Iand near streams. We have asked ALDOT to consider more natural means of soil
stabilization and erosion control including use of grades with less intense angles and
mulch, erosion control matting, usc of non-toxic polymers where appropriate, fortified
hydroseeding without chemical fertilizers, planting of native grasses and plants, etc.
These and many new and progressive techniques are available and being used by
transportation departments in other states, yet ALDOT hes been unwilling to commit to
any of them for the Beltline. For sediment control, we have reccommended the use of
vegetated swales, retention ponds, and constructed wetlends in addition to very basic
BMPs used by ALDOT such as silt fences, hay bales, and riprap.

Another major issue during construction is land clearing. ALDOT clears massive
areas of land at a time, exposing large amounts of earth to erosion. We have requested
phasing during project construction, which will minimize the potential for offsite
sedimentation.

Regarding post-construction, we have asked ALDOT to greatly reduce the erosion
impacts that storm runcff from completed roads is having on local streams. We have
asked ALDOT to use low impact development design to.reduce the volume, velocity and
pollutants caused by storm runoff and install stormwater treatment devices on their
outfalls to treat pollutants coming from the road's impervious surfaces.

We urge ALDOT to adopt the management practices outlined above for the
Northern Beltline and other transportation projects. While agency representatives have
heard these recommendations, we have not seen any commitment from ALDOT to adopt



even a portion of them, We ask that the MPO and citizens in Birmingham and statewide
require these practices — many of which would require little if any additional cost or time
— from ALDOT. Apart from ALDOT’s own efforts, the communities planning to grow
around the Beltline also need to incorporate these same low impact design innovations
and improved storm water control into their local planning, zoning and development
review in order to maintain the river systems that we rely on for drinking water,

recreation, and other uses.

I1. Unanswered questions abont whether the Northern Beltline is the most cost-
effective use of limited regional funds for economic growth that will benefit the

region as a whole

ALDOT"s stated reason for the Beltline is to spur economic growth in the westem
and northern Jefferson County cities it wounld pass through. However, there are important
regional economic questions that should be considered and answered before this project

goes forward:

» The cost estimate of the Northern Beltline is currently $2.45 billion. What will be the
full cost of the highway, and sewer, water, other utilities, school, public safety and
road expansions necessary to develop these areas? Will increased revennes from
growth give an adequate return on the full range of actual costs for the region as a
whole?

= Will those who pay many of these costs — the region’s residents — receive adequate
economic benefit from those revenues? Or instead, will public subsidies for growth
in the Beltline area drain more economic vitality and revenues from older
communities, working against public and private investment in revitalization of
estahlished communities? Who pays and who benefits?

»  Have environmental costs been factored in? Since Birmingham fails air quality
standards, therefore limiting economic opportunities for the metropolitan ares, how
might adding more pollution from automobiles through the Northem Beltline limit
economic opportunities for the region? What about increased costa to treat our
drinking water and to offset reduced water supply due to development effects on
water quality and quantity?

= Projects such as the Beltline often direct growth outward, not inward, and sometimes
do not succeed in spurring growth at all (e.g. much of Interstate 16 in Georgia). Has
the MPO fully analyzed the economic consequences of the Beltline, including the
cities who will win and lose with regard to growth?

II1. Funding for the Northern Beltline, compared to transit funding, shows
misplaced priorities and will result in missed opportunities for our region

The TIP’s project list is improperly skewed towards road projects in general and
the Northern Beltline in particular. Of the $1 billion in federal funds planned for all
transportation projects in the region over the next four years, fully 34% - $344,720,000 -
will be Northern Beltline spending, compared to only 8.4% for all transit spending. With



limited federal resources, why aren’t ALDOT and local public officials promoting the
Beliline also fully engaged in supporting regional public transit investment that can meet
growth and economic needs at a lower cost to our water resources and air quality, with
potentially a more cost-effective economic growth return on regional investment? The
MPO must underiake a more serious analysis of transit investments in order to satisfy

SAFETEA-LU’s requirements.

Conclusion

In summary, our organizations are concerned that the segments of the Northern
Beltline included in the TIP, as currently planned, and the development the interstate will
generate, under current inadequate water quelity protection standards, will substantially
and unnecessarily degrade many sensitive areas of the Black Warrior and Cahaba
watersheds, including important headwaters in both basins that ultimately supply
drinking water to most of the residents of the Birmingham metro area. Coupled with the
environmental impacts, we also are concerned about the project’s impact on the overall
regional economy and the economic health of communities, not onty those this road will
serve, but also others it will bypass. Therefore, we ask that those Beltline segments
proposed in the TIP should not be included as a priority for funding until these critical
regional issues are addressed.

Thank you for consideration of these comments. Please let me know if you have
any questions.

Sincerely yours,

Ve -

Staff Attomey
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Executive Summary

The Northern Beltline—a proposed 52-mile,

$4.7 billion highway around northern Jefferson
County, Alabama—has been a controversial trans-
portation project in the Birmingham community
for many years. Proponents of the Beltline claim

it will reap enormous economic benefits, yet the
only evaluation of the Northern Beltline’s economic
impacts is a 2010 study by the University of Ala-
bama’s Center for Business and Economic Research
(CBER). The Ochs Center for Metropolitan Studies
has critically reviewed the 2010 CBER study and
relevant data regarding the Northern Beltline, the
Birmingham metropolitan area, and cities through-
out the Southeast. It has found significant flaws in
CBER’s analysis and provides clear evidence that,
contrary to the claims of supporters of the Northern
Beltline, this project would be a poor investment of
limited taxpayer dollars given its enormous cost and
over-inflated economic benefits. It further concludes
that the region could be better served exploring
alternative transportation investments that produce
better economic results at lower cost and in a shorter
timeframe.

The Ochs Center’s specific conclusions regarding the
Northern Beltline are as follows:

1. The 2010 CBER study is not a true cost-
benefit analysis of the Northern Beltline's
impacts. It only looked at the benefits
side of the equation while overlook-
ing the project’s significant costs. The
analysis also did not examine alternative
transportation investments that could
produce higher benefits at lower cost.

The CBER study can best be characterized as a “ben-
efits” analysis. The study did not assess the economic
costs of the Northern Beltline. As described in this
report, these costs are substantial.

The CBER study also did not examine the costs and
benefits of spending taxpayer money on other trans-
portation investments in the Birmingham metro-
politan area or elsewhere in Alabama instead of the
Northern Beltline. Therefore, the CBER study does
not provide the basis for making an informed deci-
sion about whether the Northern Beitline represents
the best investment of limited dollars.

In short, the CBER study looked at the Northern
Beltline in a vacuum, answering only the question of
whether there will be economic benefits to spending
$4.7 billion on this particular project versus doing
nothing at all. Predictably, the CBER study conclud-
ed that there will be benefits, but there is no way to
know based on the CBER study whether this project
is a sound investment.

2. The Northern Beltline's job-creation
potential during construction has been
exaggerated.

The reliability of the CBER's conclusions about the
Northern Beltline’s overall economic impact hinges
on an accurate estimate of the project’s job-creation
potential, both during construction and after con-
struction has been completed. The Ochs Center

has determined that the CBER study’s estimates are
inaccurate. The CBER’s numbers confuse permanent
jobs with jobs available in any one year and rely on
outdated Federal Highway Administration data. The
actual number of construction-related jobs arising
from the Northern Beltline project in any one year is
much lower than has been claimed.

Specifically, the CBER study claims that the North-
ern Beltline, if built over the course of 17 years,
would produce “69,535 direct and indirect jobs”
during the construction phase. This is false; the



projection of 69,535 jobs is actually only referring
to the “job-years” of work that the CBER study
predicts the Northern Beltline will produce. One
“job-year” is one job held by one person for one
year. Using a 17-year construction schedule, the
CBER study contends that constructing the North-
ern Beltline would only produce 4,014 actual jobs
in any one year.

Even this number is too high because the CBER
study relies on outdated Federal Highway Admin-
istration (FHWA) data. Prior to 2007, the FHWA
projected that, on average nationwide, $1 billion
of federal highway construction aid would gener-
ate 27,800 job-years. However, due to the rising
cost of construction materials, in 2010 the FHWA
recalculated the impact of federal highway spend-
ing and decreased the number of jobs that could
be created per $1 billion from 27,800 to 13,000
job-years—a reduction of over 50 percent. Using
the current and more accurate FHWA data, the
true job-creation potential of building the
Northern Beltline is 48,880 job-years over a
17-year construction period, or a maximum of
2,805 construction jobs in any one year.

Notably, not all of these construction jobs would
be guaranteed to go to Alabama firms or workers.
The most recent Corridor X construction contract
went to an Atlanta firm.

3. The Northern Beltline’s ability to create
permanent jobs has been overstated.

The CBER’s 2010 study projected that the North-
ern Beltline, when and if it is completed, will
produce 20,641 permanent jobs. As a threshold
matter, econometric models such as the one used
by the CBER for this estimate are notoriously
unreliable for forecasting what may happen de-
cades in the future, Using CBER’s own numbers,
every man, woman and child who would come to
Alabama as a result of the Northern Beltline would
have to create 8 new jobs.

Furthermore, the CBER study failed to address the
“present value” of the results it projected. Stan-
dard economic analytical procedure for predicting
outcomes over multiple years is to measure them
in terms of current dollars in the decision year,

a process known as “discounting” Discounting is
especially important here because the permanent
jobs projected by the CBER will only materialize if
and when the Northern Beltline is completed, which
according to the CBER study would be 17 to 30
years in the future. While the Ochs Center accepted
the CBERS’ time estimate for the Northern Beltline’s
construction, the Alabama Department of Transpor-
tation (ALDOT) has since estimated that more than
35 years would be needed to build the road.

The CBER study also assumes that the construction
activity would not negatively affect any of the 7,500
existing firms located in the Northern Beltline cor-
ridor or their 45,000 employees. If any firms were
disrupted, displaced or acquired for construction
purposes, those job losses must be subtracted from
the total number of jobs projected to be created by
this project.

Moreover, beltline projects such as this often simply
shift jobs around within a region. For example, em-
ployers currently located in the City of Birmingham
who choose to relocate along the Northern Beltline
are not creating “new” jobs for the metropolitan
area. In fact, they would be taking jobs away from
established neighborhoods and commercial dis-
tricts. This important factor was not addressed by
the CBER study.

4. The cost of building the Northern Belt-
line per job generated renders the proj-
ect an inefficient economic development
tool.

The CBER’s study failed to address the “present
value” of any jobs that the Northern Beltline would
create. Discounting, as described above, is also im-
portant here because the permanent jobs projected
by the CBER will only materialize if and when the
Northern Beltline is completed. Therefore, using the
Appalachian Regional Commission’s discount rate
of 5 percent, the Ochs Center calculated the cost per
2012-equivalent job of the Northern Beltline,

« If the Northern Beltline were built in 17 years,
incorporating the CBER study’s job-creation
projections, the discounted cost to American
taxpayers per job would be $281,824.

o If the Northern Beltline were built in 17 years,



factoring in the more up-to-date FHWA job-
creation projections, the discounted cost per
job would be $302,326.

« Recognizing that fiscal constraints would like-
ly slow the construction schedule to 30 years
or more, and using the FHWA’ job projection
data, the discounted cost per job would be
$456,016.

s At the state level, the cost per job of build-
ing the Northern Beltline would be between
20 percent and 32.32 percent of that total
national cost, depending on Alabama’s abil-
ity to recapture or reallocate certain federal
dollars committed to the state if the Northern
Beltline were not built. That means a cost per
job to Alabamians of between $91,203 and
$147,384. Notably, most of these jobs pay less
than $35,000 per year.

5. The Northern Beltline will require sig-
nificant investments in sewers, con-
necting roads, schools, and other
services in order to realize economic
development, further increasing its
overall costs.

As was stated initially, the CBER’s 2010 study does
not analyze the costs of the Northern Beltline, par-
ticularly those costs that will be necessary to gener-
ate any economic development once construction
is complete. Primary among these costs are sewer
and secondary road investments. The Northern
Beltline would run through many areas not cur-
rently served by sewer facilities, and local officials
have already noted the difficulty in locating and
constructing sewer lines in much of this area be-
cause of topographical challenges. These costs are
vital to assessing the true economic development
potential of this project.

The investment that will be needed for sewer
expansion (which includes new pipes, pumps, and
new or upgraded treatment facilities) is particu-
larly significant, given Jefferson County’s recent
bankruptcy, which was caused in part by past
investments in speculative sewer infrastructure.
The costs of providing sewer to the Northern Belt-
line corridor must be fully assessed and weighed

against any potential benefits from the project. In
addition, investment in school quality, crime pre-
vention, and other services that are vital to attract
residents and businesses must also be accounted for
in a proper cost/benefit analysis. County residents,
local governments, sewer ratepayers, and Alabama
taxpayers could all be required to contribute to these
investments. Pouring limited resources into real-
izing any economic development potential from the
Northern Beltline will also mean less money avail-
able to make other necessary local investments to
maintain or expand infrastructure, upgrade schools,
prevent crime, and improve quality of life.

6. Building the Northern Beltline means
less money available for other needed
transportation projects in Birmingham
and throughout Alabama.

The Regional Planning Commission of Greater Bir-
mingham has ranked the Northern Beltline behind
35 other transportation projects according to re-
gional transportation importance, putting it roughly
in the middle of all planned projects in terms of pri-
ority. Fifty percent of that ranking is determined by
a project’s potential to reduce traffic congestion. The
economic development value of completing those
other 35 transportation projects was not calculated
by the CBER. This is value that will be delayed or
lost altogether because of the state’s price tag associ-
ated with the Northern Beltline. Other alternatives
should be vetted, such as the extension of Corridor
X (I-22) into downtown Birmingham to connect
with I-20/59.

The Birmingham region, and the state of Alabama as
a whole, both face increasing road and bridge main-
tenance needs and costs. Each of the nearly $1 bil-
lion in state dollars spent on the Northern Beltline

is one less dollar available to repair a road or bridge
elsewhere in the state. Yet state gas taxes are fixed
and are not indexed to reflect inflation. Automobiles
are becoming more fuel-efficient, effectively reduc-
ing gas tax revenue for all states. Adding additional
infrastructure burdens on a system that is already
fiscally constrained will affect all taxpayers in Ala-
bama. Because of the ongoing uncertainty associated
with both federal and state funding, there is a good



chance that the Northern Beltline could wind up as
a costly unfinished road to nowhere.

7. Beltlines do not automatically produce
economic development. Conversely,
numerous cities have experienced sig-
nificant economic development without
building beltlines.

This report compares Birmingham’s Northern Belt-
line proposal with projects in other cities around the
region. Many thriving southeastern metropolitan ar-
eas have no bypasses or outer beltlines. In fact, there
is no consistent relationship between the presence or
absence of a beltline and the unemployment rate in
a particular metropolitan area.

Beltlines are not automatic job generators. Within
the Birmingham area, for example, Bessemer—
which is located near I-459 and I-20/59 and thus
highly accessible—has not experienced appreciable
population or business growth in the last decade.
Moreover, neither the CBER analysis nor the 2012
ALDOT Reevaluation of the Northern Beltline
measures the impact that other factors—school
quality, demographic trends, business trends, crime
rates, and the availability of developable land, for
example—will have on the economic development
potential of the highway.

Conclusions

The Ochs Center for Metropolitan Studies concludes
that the proposed Northern Beltline will not pro-
duce the economic benefits that have been claimed
by its proponents. The limited, speculative, and
far-off benefits of this project do not justify its $90
million-per-mile price tag, which does not account
for the other substantial costs that are necessary for
development, such as sewer. Any hoped-for devel-
opment from this project will not happen without
making substantial other investments, which will
entail redirecting even more limited taxpayer dol-
lars. In short, the Northern Beltline is an inefficient
engine to drive the economic development of the
Birmingham metropolitan area. Alternative invest-
ments in transportation infrastructure should be
evaluated and pursued that could generate more
economic development faster and at lesser costs.



Introduction

This report assesses the economic costs and benefits
of the proposed Northern Beltline (NB) in Jefferson
County, AL. The NB is a proposed 52-mile highway
that was originally envisioned to be 4 lanes; however,
the project has grown to 6 lanes in size, and the most
recent study by the Alabama Department of Trans-
portation (ALDOT) states that the project will be
designed to ultimately accommodate 8 lanes. The cur-
rent estimated cost of this project is $4.7 billion, which
equates to $90 million per mile.

This report is intended to provide a more comprehen-
sive picture of the project than that contained in the
2010 report “Socioeconomic Indirect and Cumula-
tive Impact Components for the Northern Beltline”
prepared by the Center for Business and Economic
Research (CBER) at the University of Alabama. The
CBER report was relied on exclusively to predict the
project’s economic benefits in the March 2012 Re-
evaluation document published by ALDOT and the
Federal Highway Administration (FHWA).

The CBER report is not a cost-benefit analysis. It
predicts only beneficial impacts under ideal conditions
without using standard cost-benefit analysis proce-
dures or incorporating any standard transportation
planning metrics. As such, the CBER report is best
understood as a benefits analysis. The central weakness
of the CBER analysis is that it narrowly focuses only
on speculative job and income benefits while ignoring
very real economic, social and opportunity costs.

The CBER report includes numerous caveats about the
limitations of econometric modeling and makes sug-
gestions for more robust analysis. Yet the caveats have
been ignored by project proponents, and simplifying
assumptions have been made that create a perception
of exceptional economic outcomes. This is a critical
flaw of the report: a $4.7 billion investment should
merit a sophisticated, more robust method of forecast-
ing. Economic modeling over a 40-year time horizon

is an inherently inexact science. Given this fact, efforts
must be made on the front end to build the most ac-
curate mode] possible.

The Ochs Center for Metropolitan Studies has reviewed
the CBER report and other project documentation, and
concludes that many of the claims made in the CBER
report are unfounded and misleading. Consequently,
many of the arguments made by NB supporters in the
print and electronic media are not factual and misstate
the CBER report’s conclusions.

This report starts with an evaluation of the economic
impacts of the NB project. The number of construction
jobs supposedly generated by the NB is analyzed using
up to date FHWA data to predict employment impacts.
Following that, several potential labor market impacts
ignored by the CBER report are presented. After that,
the number of post-construction jobs predicted in the
CBER report is critiqued, and methodological weak-
nesses underlying the highly optimistic job numbers
are presented.

The CBER report focuses exclusively on the economic
benefits of the NB while ignoring the true cost to
federal taxpayers, the state of Alabama, and residents
of the Birmingham region. The CBER’s forecast—while
acknowledging the essential importance of providing
ancillary services to realize and maximize economic
impacts—does not quantify any of the real costs that
Jefferson County residents will have to bear to finance
sewer, stormwater, police, fire and other emergency
services that will be needed to promote the type of
growth envisioned by NB proponents. This report in-
cludes an entire section on the hidden costs of the NB.

The second half of this report focuses on other factors
that make the NB a weak driver of economic growth.
Data on population trends, road capacity, business
trends along the NB corridor, school quality, case stud-
ies from other metropolitan areas, and environmental



justice are presented that highlight the flawed assump-
tions of NB project advocates.

This analysis concludes that the NB project will likely
not generate the economic or transportation benefits
that have been claimed by project supporters. The data
used to calculate job projections were flawed, and the
models used to predict future growth lack the sophis-
tication needed to control for socioeconomic trends
that limit growth potential along the NB corridor. The
Birmingham Metropolitan Planning Organization
projects that Jefferson County’s population will grow
by 1.5 percent by 2035. Construction of the NB will
not substantially alter this growth rate.

Throughout this report, it is crucial to remember that
all of the economic impacts cited in the CBER report
hinge upon an accurate jobs forecast. If the number of
jobs is inaccurate, then all of the other assumed eco-
nomic impacts are also inaccurate.



Economic Impacts

The NB's Job-Generating Potential Has Been Overstated

Introduction

One of the key measures of the value of an economic
development project is the number of jobs generated.
Projects with a high cost per job may not be cost-
effective when compared to alternative economic
development strategies. It is thus appropriate to ex-
amine the NB for its effectiveness in generating jobs
given the dollars it will cost the citizens and taxpay-
ers of the United States, Alabama, the Birmingham
metropolitan area and Jefferson County.

A job is not as straightforward a measure as it might
seem, Most of the jobs created by highway construc-
tion are short-term. As such, they are more accurately
labeled “person-years of work.” One “person-year of
work” is one job that will be held for one year by one
person. Therefore the 69,535 person-years of work
the CBER forecasts will result from the NB would
produce 4,014 construction and spin off jebs from
construction each year over a 17-year construction
period and 2,274 one-year jobs each year if construc-
tion took 30 years. Overall, the CBER predicts that
20,641 permanent new jobs will be created in the NB
corridor if and when construction is complete, 17 to
30 years or more from now.

Any new economic activity produces “direct” jobs
and “spin-off” jobs. That is, the spending on materi-
als, equipment, payroll and profits of a new activ-

ity produces incomes that then generate more local
spending. This multiplier effect produces more in-
come that leads to yet more spin-off employment. The
CBER report assumes that all direct and spin-off jobs
will be in Alabama. However, if employment on a
construction project goes to workers from outside the
local area, the spin-off jobs from that payroll are less
likely to generate more jobs and income in Alabama.

Not all jobs are created at the same point in time, so
the benefit they provide needs to be discounted to
derive their “present value” today. The benefit of new

jobs goes beyond the payroll and other income they
generate and includes qualitative benefits of work,
such as contributions to family and community stabil-
ity.! All of these benefits, not just those in dollar terms,
need to be discounted. The CBER report did not ac-
count for the fact that a job today is worth more than a
job 17 or 30 years from now.

The standard measure of a job in economic devel-
opment calculations is that of a “net new job” for a
geographic area. An increase in jobs along the NB
corridor resulting from an employer relocating from
Montgomery or Mobile may be a net new job for the
Birmingham metropolitan area or Jefferson County,
but zero net new jobs would be generated in Alabama
as a state. Similarly, if the NB corridor gains jobs (or
employers) at the expense of other locations within
Jefferson County, those jobs are not net new jobs for
the county or the region. The CBER analysis of the
jobs that may be generated by the NB does not ad-
equately address these issues.

Next, the number of jobs created during the NB's
construction period is examined followed by post-
construction economic impacts.

Construction Period Jobs

The CBER analysis reports that the NB construction
project will produce a total of 69,535 jobs for Alabama,
which includes 65,277 jobs for the Birmingham metro
area and 39,196 jobs within Jefferson County. The ac-
tual CBER estimates—found in Tables 8 through

10 of its report—predict that construction of the NB
in 17 years will produce 4,014 jobs for each of the

17 years for Alabamians directly in construction and
in spin-off activities. The 69,535 figure cited by the
CBER is therefore not a count of permanent jobs, but
rather the total number of one-year jobs that could be
created over the course of the construction period.

The projected 4,014 jobs for Alabama over a 17-year



construction period is further based on the
optimistic assumption that all construction
jobs will go to people living in the immedi-
ate area of the construction—the common
assumption underlying the use of the RIMS-
IT input-output matrix used by the CBER to
calculate construction impacts.?

Cost Inflation and the Impact on

Predicted Employment

The optimistic job numbers predicted by the
CBER relied on obsolete data from 2002. The
CBER predicted total jobs based upon the
outdated NB project budget of $3.044 bil-
lion, 80% to be federal monies. Prior to 2007,
the FHWA projected that 27,800 year-long jobs would
be generated for each $1 billion of federal aid high-
way capital spent on construction.® By those calcula-
tions, the federal eighty percent of a $3.044 billion NB
investment, or $2.435 billion, would produce 67,699
direct construction job-years of employment and
associated spinoff jobs across the nation. The CBER
projected that 69,535 job-years would be generated

in Alabama alone, roughly equivalent to the national
average given the assumptions used.*

However, the CBER job projections and the earlier
FHWA estimates were based on 2002 data that became
obsolete due to exceptional materials and equipment

"
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cost inflation in road construction in the years after
2002, By 2007, there was already evidence of a strong
downward trend in the number of jobs expected to be
associated with federal highway spending. In fact, in
2008 the Appalachian Regional Commission (ARC)
commissioned a study of the economic impact of
completing the Appalachian Development Highway
System (ADHS)—of which the NB is a part—that
documented the increase in non-labor costs.’

Therefore, the FHWA recalculated the impact of feder-
al highway spending on jobs and decreased the num-
ber of jobs created per $1 billion in federal spending
from 27,800 person-years of work to 13,000 person-
years of work on average—a reduction of more than
50 percent.® This downward revision was based on the
findings of a 2007 study conducted by the US Depart-
ment of Transportation’s Office of Inspector General
(DOT OIG) which found that “escalation in the costs
of commodities used in highway projects, such as steel
and asphalt” caused the reduction in jobs generated
per $1 billion.” In other words, non-labor materials
cost inflation that the CBER ignored has undermined
the projected short-term job generating potential of
the NB project.

At 13,000 jobs generated per $1 billion in FHWA
spending on roads, even the expanded NB budget,
with a $4.7 billion current estimated total cost, could
not generate the 69,535 person-years of work during
construction initially predicted based on the $3.044
billion NB budget. Only 48,880 one-year construction
and spinoff jobs (approximately 2,805 jobs per year)
could be generated by the NB according to the most
up to date analysis by the U.S. Department of Trans-
portation. This assumes the optimistic 17-year build
scenario, no further materials cost increases, and all
new jobs accruing exclusively to Alabama residents.



Table 1

The Impact of Highway Materials and Equipment Cost Increases on Construction Job Creation

CBER Estimates FHWA Estimates
Metro Jefferson Metro Jefferson
Alabama  Birmingham  County Alabama Birmingham  County
Total person-years of work 69,535 65,277 39,196 48,880 45,887 27,553
Annually over 17 years 4,014 3,768 2,262 2,805 2,649 1,590
Annually over 21 years 3,355 3,150 1,891 2,358 2,214 1,329
Annually over 30 years 2,274 2,135 1,282 1,589 1,501 901

Sources: Cols 2-4 — CBER Aralysis, Tables 8, 9, 10, Coksmn 5 Total from FHWA projections; alt others In columns 5-7 are from columns 2-4, assuming same proportions of Alabama Total figure.

There is already strong evidence that all jobs will not
go to Alabama firms and workers. For example, the
final link of the nearby Corridor X project had 3 bid-
ders, two from out of state, and an Atlanta-based firm
was ultimately awarded that contract. This means that
some of the assumed jobs, spinoff jobs, and economic
multipliers will likely “leak” to other locales outside
of Alabama, the Birmingham region, and Jefferson
County.? To the extent that non-Alabama firms and
construction workers are granted any of the construc-
tion contracts, both the direct job and spin-off jobs
predicted by the CBER will be lower than predicted.
Thus the 2,805 total construction jobs statewide, in-
cluding 2,214 in the Birmingham metro area and 2,262
in Jefferson County, generated using FHWA's new
estimates, are still the upper bound of the possible an-
nual employment effect of the construction of the NB
project for Alabama.’

The data in Table 1 illustrate how the CBER estimates
are adjusted downward using the most recent FHWA
figures.

Other Construction Period Labor Market Impacts
Ignored in the CBER Analysis

For the stability of the construction industry in the
Birmingham region, it is probably a good thing that
the NB will generate a lower level of construction labor
demand than originally projected in the CBER report.
If a major new project generates new demands for
labor and the specific workers needed are not cur-
rently unemployed, the new project could increase
labor costs for all other projects using the same types
of workers. As of early 2012, there were only roughly
4,000 workers in the metropolitan area employed in
heavy and civil engineering construction, the type of

work required for road-building. (See Appendix A for
derivation of this estimate.) If the CBER employment
forecast held up and the NB construction project
launched on a 17-year construction schedule, there
would be an immediate demand for 1,992 additional
workers for road construction. That would equate to a
50 percent increase in the metropolitan area’s overall
demand for heavy and civil engineering construction
workers for all projects.

Such a localized expansion in demand could have
a number of short-term effects on the local labor
market:

1) Workers currently engaged in other civil engi-
neering work might change jobs if they could
get better wages in order to join a project ex-
pected to provide secure employment for 17 or
more years;

2) Unskilled workers with no experience in the
specialty subsector might be hired for the
NB—or for other similar work competing for
the same workers—raising project costs due to
the need to train the new workers, their lower
productivity or both;

3) Experienced workers from outside the metro
area might migrate to the area to take the new
jobs available, and if they did not become
permanent residents, their spending would not
produce as many local spinoff jobs as would be
expected with resident workers;

4) Non-local contractors with available labor could
win more contracts, further reducing the local-
ized direct and spinoff employment, incomes
and tax revenues that the construction project
would generate.




Any analysis of the job-creation potential of new con-
struction should consider the effects of a large public
works project on the regional job market. This calcula-
tion of employment offsets was not conducted by the
CBER.

The CBERSs report also did not consider the effects

of business disruptions in the NB corridor. According
to their data, 20% of all businesses in Jefferson County
(over 7,500 firms, accounting for over 45,000 jobs) are
currently located along the NB corridor (p. 12). It is
likely that some of them will suffer business disrup-
tions as the result of the construction activity (assum-
ing their sites are not taken for the road itself). If, on
average, businesses near the road reduced employment
by 1% over the lifetime of the disruption caused by the
construction, there would be 450 jobs lost. Those pos-
sible 450 jobs are direct job losses and thus should be
subtracted from the construction jobs expected before
the number of spinoff jobs, total earnings, taxes and
the like are derived in the impact model."

In summary, the real job gains to Alabama from

the construction of the Northern Beltline are not

the almost 70,000 jobs often cited. Between the job
losses likely to be generated and the lower number of
person-years of work likely to be generated by higher
construction costs, the jobs available in any one year
during a 17 year construction period, including all
spinoff jobs, are not likely to exceed 2,000 in Jefferson
County. And as stated above, these jobs will not neces-
sarily go to Alabamians orto those in the Birmingham
metro area.

Post-Construction Jobs

'The much larger projected impact on employment,
and the long-term economic measure for a project like
this, comes from the permanent jobs generated once
the road is built. The CBER estimates 20,641 perma-
nent jobs in Alabama resulting from the NB, of which
19,377 would be located within the metropolitan area,
including 11,635 in Jefferson County (Table 12, p. 22).

The CBER study predicts that 6,527 more people and
372 more businesses will locate in the NB corridor by
2040 if the project is built. However, many of these
local benefits will likely result from firms and residents
moving around within Alabama, the Birmingham
metropolitan area or the county. This reshuffling of
people and jobs should not be construed as net “new”
jobs or residents.
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Historically, the City of Birmingham has hollowed

out as people with the means to do so have relocated
away to the suburbs and exurbs. The construction of
the beltline could have additional consequences for
the economic health of Birmingham. Past Chair of

the Birmingham Chamber of Commerce, David Sher,
laments that the continued demise of Birmingham and

the urban core “is devastating to our region”"

One rationale for building the NB is to replicate the
growth experienced to the south of the city associated
with building of I-459—which would catalyze residen-
tial relocation away from the city core to the northern
suburbs. Given meager long-range population growth
projections for Jefferson County as a whole (1.5%
growth between now and 2035), many of the pur-
ported “new” jobs in the area are not likely to be net
new jobs to the county, metro area or state.'? As Blount
County Chamber of Commerce official James Carr
pointed out, “If you have improvements in infrastruc-
ture (i.e. the Northern Beltline)—will see more people
moving out of Birmingham and Jefferson County
because they are able to commute to jobs™




A second important point to make about the projected
post-construction economic impacts of the NB is that
the CBER analysis assumes that the beltline will be
completed.' In an era of federal fiscal instability—and
when the federal Highway Trust Fund is approaching
insolvency—that assumption is questionable at best.

A third point is that post-construction job benefits, if
they materialize, will only occur in the distant future.
The most optimistic scenario considered in the CBER
report assumes 17 years of full-time construction after
an initial start-up year. Their other projections assume
21 years (what they call the current legislatively sanc-
tioned schedule) and 30 years. Recent news coverage
suggests completion in 2048, which is more than 35
years in the future.”” Therefore, to the extent that the
major benefits of the NB only come when it is com-
pleted, all the claims of the road’s potential contribu-
tions to economic development refer to benefits that
may help the next generation, but have little impact on
economic conditions and citizen well-being today in
Alabama, Jefferson County or the Birmingham re-
gion.'

Fourth, the jobs that are predicted to be generated are
all contingent on factors that may be beyond local con-
trol or capacity. The price of gas is currently generating
new demands for living closer to employment hubs,
and if the upward trend of gas prices continues, longer-
distance commuters could be negatively affected.

Fifth, interstate highways create
area development to the extent that
they are accessible and the land
near them has the infrastructure to
support growth. Jefferson County,
in its current financial condition,

is ill-equipped to assure that the
investment needed to maximize the
economic development potential of
the NB corridor will be made.

In fact, when surveyed about the
impact of the NB, Jefferson County
planners explained that,
“Topography is extreme in the
study corridor. Not much flat
land. The Jefferson County sewer
situation will limit growth severe-
ly. It could be constrained by 30
years or more because the system
is financially strapped. Sewer
rates could go so high that they
chase development out of the county. Roadway
system would also limit development because of
the topography and the cost required to add new or
expanded roads.™’

Finally, it should be noted that there are no economic
models of any sort that offer consistent reliability or
accuracy in forecasting specific events 17 years into
the future—let alone 21, 30 or 35 years in the future. If
socio-demographic factors (as described in later sec-
tions) are not factored into the model, the model can
be unreliable. It is a well-known fact that it is risky to
use the past to predict the future—but data from the
past are the only inputs available to economic model-
ers. Therefore all the estimates of project impacts are
little more than approximations, not assurances.'®

Keeping these points in mind, the post-construction
economic impacts predicted by the CBER will be ad-
dressed.

The CBER analysis examines the impact of the NB
compared to a no-build scenario and claims the fol-
lowing on p. 21 (emphases added):

Construction of the highway should spur a 3.4
percent increase over baseline population, amount-
ing to 6,527 more people. Building the NB will also
raise the number of businesses by 4.0 percent over
baseline, or 372 additional businesses. ...
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The above-mentioned population and business
growth that the NB provides will yield post-build
annual impacts on Alabama of $2.12 billion in out-
put, $1.10 billion in value added, $664.5 million in
earnings, 20,641 jobs, $21.8 million in state income
taxes, $10.7 million in state sales taxes, $1.1 mil-
lion in state property taxes, $13.4 million in local
sales taxes, and $6.8 million in local property taxes
(Table 12). ..”

Even assuming that all the new people and busi-
nesses in the NB corridor will move in from outside
Alabama—as opposed to merely relocating within
the area, which is more likely—the impact that CBER
claims these new people and businesses will have is
hard to believe. The predicted 372 new businesses are
projected to generate $2.12 billion in new output. That
means that each new firm would, on average, have to
create over $5.5 million in new output, either on its
own, or through its links to other firms in the state.
New firms rarely start off generating such high levels
of output and research suggests that startup firms are
creating fewer jobs today than they did in the past.”

Table 2 shows the percentage contribution to differ-
ent economic measures that are claimed in the report.
The top two rows are the CBER’s projected impacts of
the NB post-construction; the next three lines are the
baseline projections for the year 2040, used in their
analysis to assess the project’s impact. The remaining

rows calculate percentage changes in the 2040 condi-
tions projected to result from the NB,

Looking at the bottom of the Alabama column, a

0.1 percent increase in state population forecast by the
construction of the NB is predicted to raise state output
by five times that number. This means that, on average,
each new resident will have to be five times as produc-
tive as the average current Alabamian. Similarly, for
employment to go up at eight times the rate of popula-
tion increase, every man, woman and child coming into
the state would have to somehow create eight jobs by
their very presence. The CBER report does not reveal
how these numbers were derived.

The economic impact of the projected population
growth in the Birmingham region is also remarkable ac-
cording to the CBER’ analysis. The 0.5 percent increase
in population in the second column of Table 2 is pro-
jected to raise area output by four times that percentage
and generate more than six jobs for each new resident.

Within Jefferson County, the only area for which num-
bers of businesses were predicted by the CBER, a one
percent increase in the number of firms is projected

to generate increases of more than double that figure

in both output and employment.? This is, in effect, a
forecast that the firms moving into the NB corridor
after the road is completed will, on average, be more
than double the size of the firms that exist in the rest of

Table 2
CBER Projections of the Economic Impact of the Northern Beltline
Metro Jefferson

CBER Economic Impact of the NB Alabama Birmingham GCounty
Output (Millions) $2,117.70 $1,962.90 $1,663.70
Employment (Jobs) 20,641 18,377 11,835
CBER Baseline Data for 2040
Real Output ($ M; 2000) $385,943 $93,668 $81,035
Total Employment (1000s) 2,707 603 523
Population 5,802,588 1,429,769 704,323
Contribution of the Corridor
Real Output {($ M; 2000)* 0.5% 2.1% 2.1%
Total Employment (1000s) 0.8% 3.2% 2.2%
Total Population (6,527 new in NB corridor) 0.1% 0.5% 0.9%
Total Businesses {372 new in NB corridor) - - 1.0%
M 2000 eflrs b mcretac 2000 rlcilars as s e CBER mprt | 4 Gortuton o ~Ochs Ganter Caigons
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Jefferson County today. The basis for such an expecta-
tion is not offered—and the very topography of much
of the corridor itself suggests limits on the size of the
facilities (and thus the employee size) of new firms.
'The CBER provides no explanations for the forecasts
in Table 2. The analysis relied on the Alabama Econo-
metric Model for much of its long-term projections.
Such models are typically used to project tax revenues
and other expected economic conditions in the rela-
tively near term—generally up to five years into the
future and occasionally ten years. Consequently, they
are notoriously unreliable as sources of long-term fore-
casts. The economic activity outcomes projected can
be wrong due to nothing more than the tool used by
the CBER, because of unreliability for such extremely
long-term forecasting.!

Given the known weakness of econometric models as
predictive tools, users of the models should engage in
reality checks. This is done to assure that the modifica-
tions imposed on the status quo model to generate the
alternative forecast (one that includes the new invest-
ment in the economy) produce a plausible outcome,
however realistic the modifications to the model ap-
peared to be. It is also common practice to discuss the
characteristics of the changes made to the equations
and parameters of the base model.”

The CBERS findings on tax revenues and other ben-
efits supposedly generated by the NB are also highly
questionable since they are driven by the job-creation
projections. The sales tax revenue forecasts are espe-
cially questionable because there is no discussion at all

of the types of consumption and investment presumed
to generate the taxes projected. Given the inflated effects
of minor changes in people and businesses summarized
in Table 2, the projected ancillary and fiscal benefits
must also be considered to have been overstated.

ALDOT’s Post-Construction Predictions—
Conflicting Data but Similar Long-term
Conclusions in the CBER and ALDOT Studies

Some of the data and modeling used in the CBER re-
port and the 2012 ALDOT Final Environmental Impact
Statement Reevaluation (Reevaluation) are difficult to
reconcile. Appendix L of the 2012 ALDOT reevaluation
employs a gravity model to predict future residential
and employment demand in transportation analysis
zones (TAZs) near the NB. The Reevaluation states

that any model that does not include critical variables
associated with business and residential development
decisions is flawed. Yet the gravity model used in the
Reevaluation itself does not include those critical vari-
ables such as crime, school quality, and the availability
of developable land.

Regardless, ALDOT notably predicts that the mag-
nitude of the long-term residential and employment
impacts of the $4.7 billion investment will be small.
Table 3 shows model projections under a 2030 no-build
versus a 2030 build scenario. According to the Reevalu-
ation, population in the TAZs will increase by only
2,208 and employment will increase by only 2,842 jobs
as a result of the NB.

Table 3
Long-Term Permanent Population and Employment Impacts Identified in Revised March 2012
Reevaluation
Population Employment
2030 No Build 2030 No Build
No 2030 to Build Percent No 2030 to Build Percent
TAZ 2009 Build Build Change Change 2009 Build Build Change Change
Total 120,204 144,376 146,583 2,208 1.5% 23,642 37,275 40,116 2,842 7.6%
Source: March 2012 ALDOT Reevaluation
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The True Costs of

the Northern Beltline

In any project appraisal, it is appropriate to ask if the
benefits gained are worth the costs. It is logical and
conservative to ask if the NB really warrants the mas-
sive outlay of tax dollars that it will require. In order to
answer this question, two dist_inct issues must be ad-
dressed. First, is the return on the NB investment suffi-
ciently great to warrant the taxes involved in financing
it? Second, are those returns greater than the returns
that might be generated if the same amount of money
were to be spent on alternative public investments?

Both of these questions need to be addressed from

the perspectives of the different political jurisdictions
in which public investment decisions are made. To

the nation as a whole, the NB has an estimated

$3.7 billion cost (80 percent of $4.7 billion). To state
and local leaders, Alabamas direct cost is 20 percent
of $4.7 billion, or about $980 million. So the same
project needs to be measured against a different cost
figure for decision-making by the nation and the state.
Whether the NB is a good investment when the nation
is deeply in debt is a question to ask at the national
level. The perspective of Alabama and Birmingham
may be different from the national perspective (this is,
of course, why Alaskans supported the “bridge to no-
where” in 2008 while it was challenged in Washington
as a waste of money).

How Much Will the Northem
Beltline Really Cost Alabamians?

Some proponents of the NB claim that the federal
funds needed to build the beltline are “free money.”

It therefore initially appears that the cost of the NB

to Alabama is only 20% of the total project cost. The
rest is federal grant money to the state. Using only the
needed local match percentage as a measure of the
cost to Alabamians of the project assumes that all of
the federal 80% is “free” to Alabama—that is, monies
from the federal budget that would not come to the

state for any other purpose if the NB were not built.
However, there is no such thing as a “free lunch” in
economics.

Putting aside the federal money, each of the nearly
$1 billion in Alabama state dollars dedicated to the
NB project in order to get the federal match is one
less dollar in state tax revenues that could be allo-
cated to necessary road and bridge maintenance, and
other transportation investments. These alternative
investments could make the metro area more attrac-
tive to new businesses and residents than building
the NB.

In addition, some of the funds that would need to be
committed to the NB will have to be diverted from
other possible federal funding for Alabama, the Bir-
mingham metropolitan area or Jefferson County. The
federal dollars currently slated for the NB result from
effective use of political power by Alabama’s mem-
bers of Congress. They are not “free” to Alabama in
the sense that the same political power could bring in
funds for other purposes.

The federal funding for the NB comes from a number
of different sources. The Regional Planning Commis-
sion of Greater Birmingham (RPCGB) has issued the
FY2012-2015 Transportation Improvement Program
(TIP) for the metro area.?® The TIP distinguishes two
major distinct federal programs contributing to the
NB if it goes forward: 1) funds from the Highway
Trust Fund administered by the Federal Highway
Administration (FHWA) and 2) Appalachian Devel-
opment Highway Systemn (ADHS) monies allocated
by the Appalachian Regional Commission (ARC).
The FHWA funds (High Priority and Congressional
Earmarked funds) may be used for mass transit, road
maintenance and for other needs clearly evident in
the Birmingham area. The ADHS money, on the
other hand, can be used for only the NB,
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Table 4

Northem Beltline Federal Funding in 2012-1015 Transportation Improvement Plan

Projects Using

Projects Using

High-Priority and Appalachian Devel-  Total Funding Ratio of

Congressional opment Highway for all Northern Earmark

Earmark Funds Systems Funds Beltline Projects to Total
Total Funds for Projects $61,899,628 $391,704,185 $453,603,813 13.65%
Federal Funds for Projects $48,801,708 $307,374,657 $356,276,365 13.73%
State and Local Project Match $12,997,920 $84,329,528 $97,327,448

Sources: Column 1 — Reglional Pianning Commission of Greater Birmingham. 201 1. FY2012-2015 Transportation Improvement Program. Table 2.4.4 Appalachian Highway Systern Projects, pp. 44-46.
Birmingham, AL: Birmingham Metropolttan Planning Organization, September, 2011; column 2 - ib/d, Table 2.4.14 High Priority and Congressiona) Earmark Projects. Pyp. 80-81.

Table 4 shows the total funding for the Northern Belt-
line in 2012-2015 that is reported in the TIP. The two
major federal streams are distinguished in the second
and third columns, and then summed in the fourth.
The fifth column shows the proportion of the total
funds for the NB that are scheduled to come from
congressional earmarks, so there is no entry for the
row referencing Alabama’s match. The rows reflect to-
tal expenditures on the projects and then separate the
costs into the federal cost and state and local match.

The total three-year budget for the NB in the TIP is
$453,603,813. The state and local match, which must
be raised by Alabama taxes, is $97,327,448. An addi-
tional $48,901,708—the federal funds relying on ear-
marks in Column 2 of the table—also may be a cost to
Alabama. Those funds rely on the capacity of legisla-
tors to steer funding to projects in their districts. The
use of political capital to earmark those funds could
limit the ability of legislators to steer other funding
and projects to Birmingham and Alabama. These
FHWA trust fund monies, by federal law, can be used
for new roads, road maintenance, mass transit and
other transportation-related purposes. Those funds
would be lost to other possible Alabama projects if
the NB proceeds.

Thus, the true cost to Alabama of the NB work pro-
jected for the 2012-2015 period is not $97,327,448,
but rather $146,229,156—the sum of the total state
match and the non-ADHS federal funds, $48,901,708.
This means that the cost in funds that might be used
for other purposes in Alabama is not 20 percent, but
rather 32.32 percent of the total NB budget for 2012-
2015.

If the proportions of ADHS and other federal monies
in Table 3 remained the same for the rest of the long
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construction period of the NB, then the real Alabama
cost of the $4.7 billion budget (assuming no further
cost escalations), would be over $1.46 billion. That

is the cost measured in terms of the possible funding
available for other economic development activities if
the NB were not built.

Whether the cost is viewed as $1 billion or roughly
$1.5 billion of Alabama taxpayer money, this is only a
measure of resources foregone. It is not a full measure
of what economists call the “opportunity costs” of

the NB. The actual opportunity costs are likely to be
far greater: they are defined as the potential benefits
those $1.46 billion might generate if invested in other
transportation priorities, such as those identified in
the Blueprint Birmingham or the 2035 Regional Trans-
portation Plan.

Cost Per Job

Using the CBER’s best-case timing scenario—with

a projected total of 4,014 jobs for each of 17 years

of accelerated construction and 20,641 permanent
post-construction jobs—a total of 24,655 jobs will be
created by the NB. The cost per job to Alabamians ac-
cording to their calculations is $61,612 per permanent
job (or permanent-equivalent construction-related
job). The FHWA' revised projected employment im-
pacts of highway spending would yield a reduced total
of 23,244 new permanent-equivalent jobs. The cost per
job to Alabama taxpayers using that number would be
$65,393. To put these costs in perspective, the cur-
rent average annual wage in the Birmingham region,
according to the Bureau of Labor Statistics, is $41,690;
the average annual wage for construction laborers is
$27,060 compared to $35,110 for workers employed as
paving, surfacing and tamping equipment operators.




However, even the costs per job listed above may
be significant underestimates after discounting the

future value of the NB’s benefits to present-day terms.

The Present Value of the NB

Cost per Future Permanent Job

Any investment decision, public or private, involves
dealing with expenditures and returns over time.
Investment decisions are made on the basis of “dis-
counted streams” of expenditures and revenues. The
argument is simple: a dollar next year is worth less to
someone today than a dollar now. The logic reflects
the reality that people—and societies—discount the
future relative to the present. This is done for a num-
ber of reasons:

» Immediate needs today are not satisfied by fu-
ture returns—there generally is a time preference
for current over future returns;

» The future involves uncertainty and risk, so the
expected returns may not be realized, making
them less valuable today;

s When it comes to money returns, inflation can
reduce the buying power of a dollar, literally
making it worth less; and

« Having a dollar today allows one to invest it and
earn additional income by next year, which one
could not do with a dollar received only a year
from now,

Comparison of costs and benefits occurring at dif-
ferent points in time is impossible unless they are all

measured on a common scale. The measure that can
create a common scale is the discounted present value
of those investment flows. Calculating that value re-
quires that three considerations—time preference, risk,
and inflation—are combined to derive a discount rate.

The value in 2012 of a job in 2012 or 2015 relative to
one in 2030 or later involves discounting two features
of employment: the earnings and the qualitative social
benefits from jobs. The CBER report discounts future
earnings by assuming the same income per job gener-
ated over the entire construction period. It predicts the
same total earnings for a 17-year construction period
as it does for a 30 year construction period (see the
constant numbers under “Earnings” in Tables 8, 9,

and 10). This method overstates the present value of
these earnings. By keeping the wage number constant,
the CBER analysis has assumed that the percentage
increase in wages in each future year would be at a rate
that exactly equaled the sum of the inflation rate, rate
of time preference, and an allowance for uncertainty.
This assumption is empirically false: wages are not
indexed for inflation, time preferences shift with the
age structure of a population, and uncertainty cannot,
by definition, be considered to be constant.

Future earnings have been discounted by CBER using
the assumption that wage increases will exactly match
the discount rate in each future year. However, the
social benefits of the jobs themselves also need to be
discounted to arrive at a current-year-equivalent job in
terms of impacts on social well-being. Lower unem-
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ployment today contributes to reduced crime, drug
abuse and other social problems, and those benefits
generate dollar savings to society. Delaying those
benefits arguably imposes real costs today.* Those
benefits are never estimated or calculated, let alone
discounted, in the CBER analysis.

The job creation data associated with the NB in the
CBER report can be discounted to estimate the pres-
ent value of a stream of future employment. The same
can be done for the stream of investment associated
with the project—the annual expenditures over the
construction period.

Analysis in this report uses a conservative 5% dis-
count rate accepted by the largest funder of the NB
project, the Appalachian Regional Commission
(ARC).” The calculations used to discount present
value findings are included in Appendix A to this
report.

To derive an optimistic discounted jobs number, a
17-year construction schedule was assumed. This cal-
culation leads to the highest present-value estimate of
2012-equivalent jobs because the time line is shortest,
and it yielded 11,163 present-equivalent jobs for all
of Alabama. The discounted cost of the NB assuming
construction over 17 years is $3.146 billion. Dividing
that cost by 11,163 results in a discounted cost to the
nation for a 2012-equivalent job of $281,824.

Using the more recent adjusted FHWA estimates for
job generation per $1 billion spent—2,805 instead
of 4,014 person-years of work for the 17-year con-
struction period—the discounted jobs figure falls to

10,479 for the state. Or, a 2012-equivalent discounted
cost of $302,326 per job.

As of this writing, an estimated $160 million a year
will be available for construction of the NB, including
Alabama’s share.?® With a $4.7 billion price tag and as-
suming no cost increases, that rate of spending would
mean the road would not be completed for over 29
years. Using a 30-year instead of a 17-year construc-
tion schedule, combined with the FHWA total job
generation forecast, the discounted jobs would total
5,377. The discounted cost would be $2.452 billion and
the 2012-equivalent job discounted cost to the taxpay-
ers of America would be $456,016.

This extraordinary cost per job results from the small
number of person-years of work generated each year
when the construction process is spread out over 30
years, combined with a 30-year delay in getting the
benefits of the post-construction employment pro-
jected by the CBER. It underscores that the benefits to
Alabama, the Birmingham metropolitan area, and Jef-
ferson County are likely to shrink to a level that does
not warrant the costs, even if the construction sched-
ule does not get further delayed by budget constraints.

Table 5 presents the present value of the costs incurred
over the project and the jobs it will generate. The three
national cost figures do not reflect the cost per job to
Alabamians, which can be calculated two different
ways: the 20% cost match required for federal financ-
ing of highways, or the 32.32% figure derived in Table
4, p.16. The discounted cost per job to the taxpayers -
of the state are shown in Table 5 for both percentages,

Table 5
Discounted Cost per Job Calculation for 17-Year and 30-Year Construction Schedule
17-Year Construction Schedule 30-Year Construction Schedule
Discounted at 5% Discounted at 5%
USA AL AL USA Al AL
Total 32.32% 20% Total 32.32% 20%
NB Project Element Shars  Share Share Share Share Shars
Cost $3.146 $1.017 $0.629 $2.452 $0.792 $0.490
$ Billions
CBER Caiculated Jobs 11,163 11,163 11,163 5,718 5718 5,718
CBER Cost per Job $281,824 $91,085 $56,365 $428,821 $138,595 $85,764
FHWA Calculated Jobs 10,406 10,406 10,406 5,377 5,377 5,377
FHWA Cost per Job $302,326 $97,712 $60,465 $456,016 $147,384 $91,203
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and for two different job creation scenarios, that of the
CBER and the more up to date (and lower) figure of
the FHWA. At best—assuming a 17 year completion,
the CBER employment forecast is valid, and all ben-
efits accrue within Alabama—the cost per job for Ala-
bamians would be as low as $56,365, and the cost per
job to the rest of the nation would be $281,824. Under
more realistic assumptions—that the 2010 FHWA job
projections are accurate, that the state could have used
some of its capacity to capture earmarks for other pur-
poses, and that the project will take 30 years given the
fiscal crisis now evident, the cost to Alabamians per job
created may be as high as $147,384 and the cost to the
rest of the United States would be $456,016. Again, it is
worth keeping in mind that all of these costs are only
those associated with building the road itself, and even
these high numbers do not account for the significant
secondary costs associated with generating any new
economic development in this area such as sewer, as
described more fully later in this report.

These numbers strongly suggest that the NB is an im-
prudent, exceptionally wasteful use of federal and state
tax dollars. In a nation with a massive deficit, high
unemployment and a tight budget for any investment
in economic development and job creation, the spend-
ing is hard to defend.

Admittedly, Alabama and the Birmingham metro area
would not bear that full present value cost of almost

a half a million dollars per job. The local cost per job
would be $147,384 to generate a 2012-equivalent job
paying about $32,200 on average.

The likelihood that the present value of the benefits of
the NB does not warrant the costs in terms of foregone
opportunities is increased by the range of favorable
assumptions behind even these numbers:

» That all construction jobs in the area will go to
residents of Jefferson County, the Birmingham
metro area or Alabama;

o That the increased demand for construction
workers in the heavy and civil engineering sub-
sector resulting from the NB project will not raise
labor costs for other such work in the area;

= That the construction process itself will cause no
job or income losses to any of the people or busi-
nesses along the NB corridor;

» That all of the jobs created in each geographic
area post-construction will be a net new job, with

no businesses or workers displaced elsewhere in
the county, metropolitan area or state economy;

s That there will be no economic, social, political
or environmental changes that adversely affect
demand for land and facilities along the NB in
the period between the beginning of construction
and completion, so that the forecasted benefits
post-construction will be realized.

To the extent that one or more of these assumptions is
violated, the 2012 cost to the citizens of Alabama per
permanent job created by the NB project will rise to
even more than $147,384. Given these costs per job,
the NB seems like an extremely poor economic devel-
opment investment.
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Hidden Costs Associated
with the Northern Beltline

The CBER Report specifically notes that, “.. to realize “You have two different challenges servicing the area
the economic benefits of the highway these communi- where the beltline would run,” Denard said. “One
ties will need to make optimal investments in infra- is the topography. The northern part of the county,
structure and amenities so as to attract both residents and particularly the northwestern part, is a lot of
and businesses” (p. 22). There is no evidence that these up and down, up and down terrain. That can make
investments will have occurred by the time the NB it difficult to run sewer lines without having to add
is completed and thus no reason to expect that the more expensive equipment like pump stations.””

economic gains projected by the CBER will automati-
cally be realized upon completion. The CBER does not
identify any state or local entities that will be responsi-
ble for the ancillary investments, nor does it attempt to
quantify those investments and their potential impacts
on the project’s estimated benefits.

The map shows that many communities along the NB
corridor are currently lacking access to sewer systems.
Jefferson County, as a result of poor investments in its
current sewer system, is bankrupt. Given the county’s
bankruptcy, new sewer lines would have to be financed
with revenues that have yet to be identified. Current
sewer revenues are already under dispute, with lenders

Sewer Access a'_-‘d Fundmg. . wanting a larger share and the county trying to hold on
The CBER report points out that “highway projects to funds for routine maintenance of its current system.
generally contribute to economic development but do Funds from the county are not likely to be available

not automatically generate nor guarantee such growth  for further speculative investment with no immediate
... The highway’s ability to stimulate development may  revenue returns.
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With the NB taking the equivalent of a year’s construc-
tion budget from ALDOT and all of the states ARC
road building funds, it is unlikely that Alabama itself
can afford to further subsidize development in this
portion of Jefferson County. That leaves the localities
along the beltline corridor (as well as the Jefferson
County taxpayer) as the lone financiers of new and
expanded roads, new sewer lines, and improved public
safety services, all of which are needed to attract new
businesses.

Thus, the burden for future sewer service delivery is
on the backs of Jefferson County taxpayers and the
municipalities along the NB corridor. And the costs
they face are massive. A 2007 North Carolina plan es-
timated the cost of sewer construction to be “approxi-
mately $700,000 per mile = $132 per linear foot?® This
does not include the cost of pumping stations needed
given the topography of the NB corridor, boring under
existing highway roadbeds, or new or upgraded sew-
age treatment plants to accommodate the additional
capacity. A Charlotte-Mecklenburg County engineer
estimated the total costs of providing sewer services

in the communities served along I-485 to be in the
hundreds of millions of dollars.

These impacts are a substantial cost of the NB and its
economic development purpose that neither the CBER
report nor the NB’s supporters have addressed.

Whether the construction cost is borne by municipali-
ties through tax increases or borrowing, those costs
will have to be paid back.
Even using the CBER’s
estimate of 372 new firms
projected in the NB cor-
ridor, those businesses are
not likely to consume so
much water and sewer ser-
vices that they alone could
pay back the investment

in extending the lines. The
cost, then, will fall on cur-
rent ratepayers using the
sewer system.

Current sewer costs in
Birmingham, however, are
already among the highest
across metropolitan areas
in the Southeast, with resi-
dential rates for over
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90 percent of household consumers ranking either sec-
ond or third among fourteen metropolitan areas used
for comparison by Charlotte, NC. The business sewer
rates in Jefferson County are already not cost-com-
petitive with other metropolitan areas in the South.
Extending sewer lines at a cost to existing business
users could thus hurt existing employment generation
and may even cost jobs.

If the capital cost of extending the sewer lines to the
NB corridor were borne solely by new users locating in
Jefferson County, then the sites to which the NB would
provide access would be significantly less attractive.
The cost to new investors for opening businesses in the
area would have to include sewer construction, a cost
element not required in other competing locations.

As the CBER report pointed out, new businesses and
employers need sewer lines in the NB corridor to
optimize development outcomes. The NB may im-
prove physical access to some NB communities, but
the existing lack of infrastructure and the obstacles to
funding it are ignored by the CBER report. At its core,
the NB project is about economic development. Would
it be prudent for a municipality to invest millions of
dollars on an industrial development park without
providing all of the necessary infrastructure to create
business demand?

Opportunity Costs

The 2010 Birmingham Regional Transportation Plan
(RTP) prioritized transportation projects on the basis




of a common ranking scale. Some factors may have
changed in the interim, raising or lowering the prior-
ity given different alternatives, but the RTP provides
some guidance for decision-making. The NB received
a priority score of 28.1 in those rankings by the Re-
gional Planning Commission of Greater Birmingham
(RPCGB). A total of 18 High Priority projects and 17
Medium Priority projects received higher scores than
the NB. If those 35 projects—all of them much smaller
than the NB—could be completed using up all the
$1.46 billion state investment necessary for the NB,
then the benefits to the region, as calculated by the
RPCGB, would be greater than committing all these
funds to the NB.

If, on the other hand, those 35 projects cost less than
$1.46 billion to complete, then, if the funds were used
solely for transportation, some of the Low Priority
projects—ranking below the NB—might also be com-
pleted. The key focus would be the weighted score for
all the projects undertaken, or each project’s priority
score multiplied by its cost. If that weighted score was
higher than 28.1, then the NB should not be pursued
at the cost of losing the economic benefits of all those
other transportation improvements.

If the weighted score would fall below 28.1 by includ-
ing the Low Priority projects, or if the available

$1.46 billion could fund the entire list of transporta-
tion projects other than the NB with funds left over,
then investments other than the NB need to be con-
sidered as alternative uses for the funds. To date, there
have been no efforts to specifically prioritize the NB
relative to other public investments. The CBER report
only explores a build versus a no-build scenario and
looks at only one project, the NB. As a result, decision-
makers do not have the full array of potential options
to make informed decisions about the best transporta-
tion investments for the Birmingham metro area.

A thorough project evaluation, including cost-benefit
analysis (CBA) that compared a project to alternative
uses of the funds involved—not just to doing noth-
ing—would inform decision-making on the NB. A full
cost-benefit analysis would ideally examine alternative
uses of the funds and their tax and fee impacts on Ala-
bama, the Birmingham region and Jefferson County.

The transportation challenges facing the city of Bir-
mingham are immense. In 2009, the American As-
sociation of State Highway and Transportation Of-
ficials declared that “Alabama needs an immediate

investment of $1.4 billion to bring about 4,000 miles of
deficient roadways to an adequate performance level.
For Interstates, 70 miles must be resurfaced each year
to maintain current levels at a cost of $140 million per
year. The FY 2009 Interstate maintenance appropria-
tion is $120 million”* In addition, an estimated 10%
of Alabama bridges are deemed to be deteriorating and
10% are deemed structurally deficient.*

The Texas Transportation Institute attempts to quan-
tify the costs of congestion in its Urban Mobility Re-
port.* It estimates congestion cost per auto and total
congestion costs for large and medium-sized Metro-
politan Statistical Areas (MSAs). The total congestion
cost includes estimates for travel delay, excess fuel
consumption, and truck congestion costs. As Table 6
on the next page shows, the total congestion cost in the
Atlanta MSA was about $2.5 billion in 2011. Estimated
congestion costs were high in the high-growth cities
of Nashville ($556 million), Raleigh ($418 million)
and Charlotte ($378 million). The costs of congestion
in Birmingham were estimated to be $326 million.
Beltlines do not necessarily lead to long-term conges-
tion relief on existing roads.? The NB project will not
mitigate existing congestion problems or their associ-
ated costs, reducing traffic on other interstates by only
1-3%; this is one factor that caused it to be ranked
below 37 other transportation projects by the Metro-
politan Planning Organization.

In addition, poor road quality can also cost drivers
money. According to a 2007 estimate, 47 percent of
Birmingham’s urban roads were considered to be in
poor or fair condition. That translates into an esti-
mated $344 in per-driver additional vehicle operating
costs due to rough roads in Birmingham.* The state-
required 20% match needed to secure ARC transpor-
tation funding for the NB would divert state highway
funds away from existing road maintenance—passing
along real costs to Birmingham drivers.

Future Fiscal Constraints and Taxes

Another critical factor in considering the NB invest-
ment is future revenue streams. In most states, mo-
tor vehicle fuel taxes are used to build and maintain
state roads. The effective state motor use fuel tax

rate in Alabama is 18.5 cents per gallon. This rate is
lower than North Carolina (38.9), Georgia (21.2), and
Kentucky (21.9) but about the same as in Mississippi
(18.6) and South Carolina (16.3).** The current politi-
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cal environment is averse to tax increases, especially
on fuel because it is already hovering around $3.50 per
gallon. However, the ability of existing motor use fuel
taxes to adequately fund needed road maintenance will
be strongly impacted by increasing federal corporate
average fuel economy (CAFE) standards.

The 2016 CAFE Standard will raise fuel efhciency for
cars and light-duty trucks to 34.5 miles per gallon by
2016 and 54.5 miles per gallon by 2025.% At the na-
tional level, increased fuel efficiency is predicted to ex-
acerbate existing shortfalls in the highway trust fund.
In fact, the Congressional Budget Office (CBO) esti-
mates the losses associated with rising fuel efficiency
would result in a $57 billion drop in the highway trust
fund between 2012 and 2022.% The CBO recommends
that policy makers could avoid adding to the trust
fund’s shortfall by reducing spending on highways and
mass transit or increasing the gasoline tax.

In Alabama, the impact of increased fuel efficiency
on road funds will be pronounced. Appendix B dem-
onstrates how new CAFE standards will affect state
motor use fuel taxes between 2016 and 2025. The

estimate assumes a 5% growth in vehicle miles traveled
between now and 2016 and between 2016 and 2025.
The increases in fuel economy will have a correspond-
ing impact on galions of fuel consumed. The estimate
uses total vehicle miles traveled in Alabama in 2009 as
the base year.”” The Bureau of Transportation Statistics
estimates that Alabama residents drove over 56 bil-
lion miles in 2009. If the average fuel efficiency was
21.8 miles per gallon, then 2.572 billion gallons of

gas were used. This generated roughly $476 million
dollars per year in fuel tax revenue. If average fuel
efficiency increases to 34.5 miles per gallon, fuel tax
revenues would drop to about $316 million dollars
(assuming VMT increases by 5%). By 2025, if average
fuel efficiency reaches 54.5 miles per gallon, fuel tax
revenues would drop to $210 million. These figures are
merely estimates, but all trends suggest that Alabama
taxpayers will be forced to either reduce commuting
or increase taxes to build and maintain roads in the
future. This further underscores the need for Alabama
to make prudent investments in transportation infra-
structure given the increasing competition that will be
coming for limited dollars.

Table 6
Estimate of Congestion Costs in Major Southeastern Metropolitan Areas
Yearly Delay Per Congestion Cost Total Congestion
Auto Commuter Per Auto Commuter Cost (Millions™®)

MSA Hours Rank Dollars  Rank Dollars  Rank
Atlanta 43 13 924 11 2,489 9
Tampa-St. Petersbury a3 27 670 28 1,097 19
Orlando 38 15 791 18 811 26
Nashville 35 23 722 24 556 3
Raleigh 25 42 537 40 418 39
Charlotte 25 42 539 39 378 41
Jacksonville 25 42 496 50 371 42
Memphis 23 52 477 52 368 43
Louisville 23 52 477 52 357 44
Bimingham 27 38 556 37 326 48
Richmond 20 64 375 68 262 53
Columbia 25 42 533 41 181 64
Knoxville 21 60 423 62 151 71
Little Rock 24 49 490 51 149 72
Source: 2011 Cran Moty Repart The Txas Tarsportion Rttt -
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The Northern Beltline Must
Be Considered in Context

According to the CBER report, “There are a host of
other social, economic, and demographic variables
that may be of interest but that would not add materi-
ally to the study goals. These include other workforce
variables (e.g., occupations of employed residents,
benefits, job creation, job flows, and skills}, income
variables (e.g., personal income and its components),
demographic variables (e.g., vital statistics and marital
status}, and social variables (schools, infrastructure,
resources, and institutions)” (p. 6). The ramifications
of this statement are immense. The CBER admits

that its model omits several factors that are typically
associated with economic development and popula-
tion growth. Each variable that is excluded weakens
the validity of the CBER projections. In the following
sections, real world socio-demographic trends are
presented; the trends, at a minimum, should be ac-
knowledged as factors that undermine the optimistic
assumptions made in the CBER report.

In general, population pressures and business growth
trends in Jefferson County do not support the con-
struction of a 52-mile, 6-lane highway. The region
lacks the organic growth pressures that are and have
been present in other southeastern metropolitan areas
which have elected to construct outer beltways. Many
of the attributes that were present in the southern
Birmingham metro area and Shelby County in the
[-459 corridor—sewer availability, top notch schools,
strong residential and business demand—are lacking
along the NB corridor. However, these factors matter
in the real world and have not been included in the
CBER methodology. The next section of the report
briefly reviews beltlines, and it then highlights data
that should be critically assessed prior to engaging in a
multi-billion dollar speculative investment.

The Northern Beltline Compared to
Other Southeastern Beltlines
Some advocates of the NB claim that Birmingham

is the only major southern city that does not have
interstate highways that encircle the city.® This is false.
Several large metropolitan areas have partially or fully
completed beltlines—including Charlotte, Jackson-
ville, and Atlanta. However, many large southern
metros such as Orlando, Knoxville, Tampa, and Chat-
tanooga do not have beltlines. By way of comparison,
the NB, along with I-459, would be about 86 miles, or
22 miles longer than Interstate 285 in Atlanta.

Table 7 on the next page shows that recent unemploy-
ment rates are not strongly correlated with the pres-
ence or absence of an outer beltline. Looking at these
different cities, it becomes clear that the presence or
absence of a beltline is not a meaningful indicator

of economic growth. All of the metropolitan areas
analyzed have different roadway configurations. Some
have complete outer beltlines, some have partial belt-
lines and some have inner-ring highways.

While the literature on the impact of beltlines is exten-
sive, a consensus on the impact of beltlines on eco-
nomic development, sprawl, urban congestion, and air
quality has not been established. Studies “indicate new
highways bypassing the central business district of a
community are seldom either devastating or the savior
of the area. The locational shift in traffic can cause
some existing businesses to close up or relocate, but it
can also create some new business opportunities. Net
economic impacts on the broader community are usu-
ally relatively small (positive or negative).” Moreover,
retailers typically do not locate in areas with small
population bases and a “bypass route without sup-
porting infrastructure seldom ignites a development
explosion.”*

Transportation researchers have pointed out that the
impact of beltlines on development is complex. Many
factors such as school quality, tax rates, crime percep-
tions and other non-transit factors affect the impact of
a beltline.** Next, several case studies of beltlines are
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Table 7

Beltlines in Major Southeastern Metropolitan Areas

MSA Beltline Complete Name thfﬁmployment Length
Charlotte Yos No 485 10.0% 59 miles
Raleigh Yes No 540 8.1% 70 miles”
Nashville Yes No 840 7.1%

Memphis Yes No 269 9.2% 60 miles*
Knoxville No No 6.6%

Richmond Yes Yes 295 6.6% 53 miles
Jacksonville Yes Yes 295 8.8% 60 miles
Tampa No No 9.4%

Orlando No No 9.1%

Louisville Yes No 265 9.5% 44 miles
Atlanta Yes Yes 285 9.0% 64 miles
Chattanooga No No 7.6%

Birmingham Yes No 459 7.2% 33 miles
Little Rock Yes No 440/430 7.4% 14/13 miles
Thaee rumbers showthe total o  and when commieied

presented to demonstrate that these projects are not
always successful. The experiences of larger metro-
politan areas are included to provide context on the
growth factors affecting transportation planning and
beltlines.

Nashville, TN

The Nashville region has experienced tremendous
population and employment growth over the last

30 years. One consequence of this growth has been
increased traffic congestion throughout the region,
from Gallatin, TN in the northern Nashville region to
Murfreesboro in the southern portion of the region.
The growth in Nashville has occurred with a parkway,
not an outer six lane beltline. The concept of an outer
beltline has been debated in Nashville in the past, but
it is not seriously considered by local government or
the metropolitan planning organization. It is both too
expensive and out of date with modern congestion
mitigation strategies. Rather than focusing solely on
more capacity, Nashville has embraced multi-modal
approaches to transportation planning.

The MPO stresses that roads are the primary focus
of regional transportation strategies, but multimodal
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design are factors considered when ranking trans-
portation projects. Nashville’s 2035 regional plan
reiterates the importance of buses, rail, and bikes

to manage the region’s growth. In total, the MPO is
projected to spend $6 billion on all transportation
projects by 2035—only $1.3 billion more than the
cost of the Northern Beltline alone for a region that is
much larger and more congested than Birmingham.
This begs the question: with so much money dedi-
cated exclusively to the Northern Beltline, how will
other transportation projects in Mobile, Montgomery,
Huntsville, Tuscaloosa, and elsewhere in Birmingham
be funded?

Charlotte, NC

Construction of Charlotte’s outer beltline, I-285,
started in 1988, and the last segment is scheduled to
be complete in 2015. The outer areas of Mecklenburg
County and surrounding counties have experienced
considerable economic activity. However, this growth
in population and economic development is associ-
ated with structural economic changes in the larger
economy, not the presence of I-285. The impact of
the Charlotte airport (headquarters for USAir) and



the decision of both Wachovia Bank and Bank of
America to relocate corporate headquarters to down-
town Charlotte in the 1990s, away from the beltline,
fueled tremendous growth throughout the region. For
more than a decade, single-family housing permits in
the region topped 20,000 annually. The Birmingham
region has never experienced this type of housing
demand. In sum, Charlotite’s beltline has been built as
a reaction to a long-term period of high growth.

Furthermore, even though Charlotte has invested sub-
stantially in its beltline, it has also invested heavily in
light rail. The southern light rail corridor was opened
in 2008 at a cost of $467 million. It is approximately
9.6 miles long. Charlotte has also invested substan-
tially in greenways for pedestrians and bicyclists in the
last decade.

As discussed earlier, the Charlotte region experienced
tremendous population and jobs growth from 1980
through 2010. This growth spurred demand for ad-
ditional housing, land and infrastructure. It is notable
that Charlotte’s suburban and exurban growth has
occurred simultaneously with inner-urban and down-
town growth. The growth in suburban Birmingham,
by contrast, has contributed to a hollowing out of
inner-city neighborhoods.

Louisville, KY

The Louisville region has experienced slight popula-
tion growth over the last 30 years, with most of the
population growth occurring in the suburbs and
surrounding counties. Louisville built most of the
Gene Snyder Freeway (I-265) in the 1980s and 1990s,
but one final piece must be constructed to complete
the entire loop as envisioned by'1950s planners—
northern Jefferson County, KY must be connected to
Southern Indiana.

The Louisville Bridges Project incorporates two
components: an east end bridge that completes the
outer loop and major renovations of the I-65 and I-64
intersections in downtown Louisville, including a new
downtown bridge over the Ohio River. The project
costs have escalated to nearly $5 billion. Leaders
recently endorsed a less costly alternative that is about
$3 billion, and it could involve tolling. The environ-
mental impact assessment for this project concluded
that no net new jobs will be created in the region. It
found that any new jobs in the area near the complet-
ed beltline will result only from the reshuffling of jobs
from other parts of the region.

The Louisville project also includes 17-foot wide pe-
destrian and bicycle lanes on both bridges, enhanced
cross-river bus service, employer-based trip reduc-
tion programs, and intelligent transportation systems
applications; none of these non-motorized assets are
included in the NB project.*!

Greenville, SC

In Greenville, SC, transportation planners decided a
beltline in southern Greenville County was needed in
1967. The project was formally added to Greenville’s
20 year plan in 1988, and construction began in 1998.
The project was financed by bonds that were supposed
to be repaid by highway tolling revenue. According to
researchers, “no major economic development can be
attributable to the Southern Connector In fact, the
Southern Connector’s finance authority filed for bank-
ruptcy in June 2010.** The lessons from the Greenville
example are two-fold: one, economic projections can
be wrong and two, roads do not always attract heavy
usage.

Population

A critical variable that must be considered when
measuring the impact of the NB is historical popula-
tion growth. Compared to other major southeastern
metropolitan statistical areas (MSAs), Birmingham
has lagged the southeastern US in population growth
for three decades. Table 8 on the next page shows that
Birmingham ranked 84th, 67th and 68th in popula-
tion growth in the 1980s, 1990s, and 2000s, respective-
ly. Other metro areas both with and without complet-
ed beltlines have consistently grown much faster than
Birmingham.

Jefferson County, along with many of the small cities
in Northern Jefferson County, has not experienced
significant population growth pressures over the last
two decades. In fact, Jefferson County experienced
population decline between 2000 and 2010. The city
of Birmingham lost 35,420 residents between 2000
and 2010. The Blueprint Birmingham reports that “the
Birmingham region is not improving its competitive
position with regards to educational attainment. This
is a challenge for the region in an increasingly knowl-
edge-intensive economy where the competition for
New Economy jobs is higher than ever” Furthermore,
it points out that many Birmingham leaders feel “that
Downtown Birmingham does not offer the attrac-
tive, urban environment that young professionals are
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Table 8
Population Growth Rates and Rankings 1980 to 2010: 100 Largest Metropolitan Areas

1980- 1990- 2000- 1980- 1990- 2000-

MSA 1990 2000 2010 1990 2000 2010
Atlanta 31.9% 38.4% 24.0% 17 8 16
Birmingham 2.9% 10.0% 7.2% 84 67 68
Charlotte 19.8% 29.8% 32.1% 33 13 8
Chattanocoga 1.6% 10.0% 10.8% 90 66 55
Columbia 10.1% 18.0% 18.6% 55 36 27
Jacksonville 26.4% 21.4% 19.8% 25 26 24
Knoxville 59% 15.2% 13.3% 72 45 47
Little Rock B.1% 14.1% 14.6% 63 50 40
Louisville 0.2% 10.0% 10.5% a1 65 57
Memphis 7.0% 12.9% 9.2% 66 54 61
Nashville 14.9% 25.1% 21.2% 41 21 21
Orlando 52.2% 34.3% 29.8% 4 10
Raleigh 34.6% 47.3% 41.8% 14 4 2
Richmond 13.1% 15.6% 14.7% 44 38 39
Tampa 28.2% 15.9% 16.2% 20 42 33
e e e Vo e P e

Table 9

Population Change 2000 to 2010
City 2010 2000 Change City 2010 2000 Change
Bimingham 212,237 242,820 -30,593 Minor 1,094 1,116 -22
Adamsville 4,522 ' 4,965 -433 Mount Olive 4,079 3,957 122
Brookside 1,363 1,383 -30 Mulga 836 973 137
Bessemer 27,456 29,672 -2,216 North Johns 145 142 3
Clay 9,708 4,947 4,761 Plegsant Grove 10,110 9,986 127
Gardendale 13,893 11,626 2,297 Sylvan Springs 1,542 1,465 77
Graysville 2,185 2,344 -179 Trussville 19,893 12,924 7,069
Hoover 81,619 62,742 18,877 Warrior 3,176 3,169 7
Hueytown 16,105 15,364 741 West Jefferson 338 344 -6
Maytown 385 435 -50

Sewrces: US Bureau of the Censug, 2010 and 2000 Census.
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seeking today” Inasmuch as the NB hastens the pace ropolitan area has more road miles per capita than

of suburban sprawl and the relocation of job eppor- any of those listed in Table 10 (next page) except
tunities away from the city, efforts to make downtown = Montgomery and Little Rock. However, Birmingham
Birmingham more economically competitive and at- residents travel more daily vehicle miles per capita
tractive to entrepreneurs will be compromised. (13.24) than any other of the metro areas listed except

Little Rock. The total daily vehicle miles traveled per
capita in Birmingham is higher than in larger metro-
politan areas like Atlanta, Charlotte, and Jacksonville.
High levels of daily vehicle miles traveled per capita
are associated with sprawling metropolitan areas, sug-
gesting that inefficient land use planning rather than
road accessibility is the major factor driving traffic
congestion.

Population growth between 2000 and 2010 in some
Northern Beltline places has been positive, as shown
in Table 9. Gardendale, Clay, and Trussville have
experienced substantial population growth—without
the NB. However, Graysville, Bessemer, Adamsville,
Maytown, Minor, Mount Olive, North Johns, Pleasant
Grove, Warrior and West Jefferson have experienced
negative or flat population growth. Table 7 (p. 26} also
includes Hoover and Birmingham for comparative . . .
purposes. The sum of net pogulation increfse for all Business Trends in the Northern Beltline

towns near the Northern Beltline is only 12,395 new Communities

residents. 'The NB is foremost—as admitted by proponents—
Th b i tant b ulatio an economic development project. The US Census
ese mbers ate Imporiatl} Decatise popt ation County Business Patterns (CBP) data from 1998 to

growth and pressure is considered to be a primary
factor that drives demand for transportation projects

. Hines.* Nei o h
like bel e Neither Bir gh nor the reglon CBP data are collected from private sector employers
has experienced the type of residential and business . ) .

. . . at the zip code level and do not include public sector
growth that is associated with strong demand for . highli .
additional freeways. As an example, despite its acces- jobs. Table 11 (p. 3.1) € hghts- the toll of job losses
sibility at the terminus of I-459 and I-20/59, Bessemer on Northern Beltline geographies between 1998 and

’ 2009. It also shows the strong increase in the total

ﬁontmlal’es to lo.se residents 'and jobs. This suggests that number of establishments and the total number of
access” alone is not the primary

driver behind economic growth
and development.

2009 underscore this report’s concern about economic
development expected if the NB is constructed. The

Road Capacity

Total roadway miles do not
correlate with cities’ economic
success. Some southern met-
ropolitan areas that are more
economically successful than
Birmingham have fewer total
road miles and interstate miles.
An analysis of Federal Highway
Administration data from 2008
suggests that the Birmingham
MSA is not suffering from a lack
of road capacity. It has consider-
ably more total miles of roads
than the Raleigh, Louisville and
Memphis metropolitan areas,
but with a smaller population.
In fact, the Birmingham met-
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Table 10

Road Miles and VMT Per Capita in Southeastern Metropolitan Areas

Estimated
Population  Total Per Interstate Total Per

Metro Area (Thousands) Miles capita Interstate = VMT/Capita Total Capita
Mantgomery 207 1,726 8.34 2,265 10.94 7,814 37.75
Raleigh 719 3,732 5.19 6,039 8.40 25,376 35.29
Birmingham 695 4,833 6.95 9,200 13.24 24,354 35.04
Little Rock 389 2,749 7.07 5,742 14.76 13,334 34.28
Knoxville 466 2,965 6.36 5,068 10.88 15,741 33.78
Charlotte 913 3,935 4.31 10,223 11.20 30,021 32.88
Nashville 1,050 5,150 4.90 12,571 11.97 33,879 32.27
Jacksonville 1,052 5,311 5.05 7,868 7.48 32,813 31.19
Orlando 1,414 5,706 4.04 5,873 415 43,691 30.20
Chattanooga 371 2,436 6.57 3,209 8.65 11,233 30.28
Richmond 947 4,963 5.24 9,007 9.51 26,709 28.20
Columbia 464 2,327 5.02 5,361 11.55 13,042 28.11
Atlanta 4,548 19,878 4.37 40,669 8.94 127,008 27.93
Tampa-St. Petersburg 2,326 9,629 4.14 11,863 5.10 62,865 27.03
Louisville 955 4,361 4.57 11,145 11.67 24,870 26.04
Memphis 1,042 3,917 3.76 6,681 6.4 25,974 24.93
Huntsville 224 1,307 5.83 885 3.95 5,492 24,52
Source: Federal Highway Administration: Highway Statietics 2008.

employees to the Helena and Pelham areas in Shelby
County. While these data show need for economic
development in the NB corridor, they do not support
the expenditure of $4.7 billion on this highway. The
metropolitan regions that have experienced sustained,
robust growth (both business and residential) create
endogenous demand for additional highway capacity.
The Northern Beltline proponents are ignoring the
fact that corridor growth trends do not merit the need
for a 6-lane highway.

Schools

School quality is a critical variable in family relocation
decisions. The Brookings Institute estimates that hous-
ing costs an average 2.4 times as much near a high
scoring public school than near a low scoring public
school.** Blueprint Birmingham repeatedly stresses
the point that Birmingham is not improving its com-
petitive position with regards to educational attain-
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ment. This limits the types of businesses that are at-
tracted to the region. The education attainment levels
in northern Jefferson County communities are lower
than in southern Birmingham or Shelby County.

The 2012 Reevaluation acknowledges the importance
of school quality on where development may or may
not go:

In order to produce more refined development
forecasts, variables like amount of available, build-
able land acreage, crime statistics, school system
quality and so forth would need to be applied to
each TAZ (Transportation Analysis Zone). The re-
sults of the transportation land use gravity model
is therefore best considered a depiction of where
the “pressure” for development may occur as a re-
sult of new transportation capacity additions, not
an exact forecast of development.*

These variables were not included in the CBER




Table 11

Change in Business Establishments and Employees 1998-2009

Number of Establishments

Number of Employees

Location 2009 1998 Change 2009 1998 Change
35020 Bessemer (NB) 534 629 -95 6,259 10,002 -3,743
35173 Trussville (NB) 563 411 152 6,140 7,091 -951
35216 Hoover 1,027 1,155 -128 13,483 14,326 -843
35217 Tarrant (NB) 368 457 -89 9,390 10,178 -788
35023 Hueytown (NB) 426 447 -21 4,933 5,460 -627
35005 Adamsville (NB) 20 125 -35 593 1,061 -468
356127 Pleasant Grove (NB) 74 114 -40 736 1,185 -449
35073 Graysville (NB) 45 63 -18 371 572 -201
35226 Hoover 413 416 -3 3,400 3,579 -179
35224 Minor (NB) 45 44 1 481 562 -71
35214 Forestdale (NB) 247 289 -42 4,574 4,397 177
35080 Helena (Shelby) 219 143 76 2,373 1,547 826
35124 Pelham {Shelby) 1,081 891 190 14,218 11,997 2,222
35244 Indian Springs (Shelby) 1,326 1,064 261 29,570 22,528 7,042
35242 Meadow Brook/Lake Purdy 1,408 775 633 21,080 12,051 9,039

Source: US Census Bureau. County Business Pattems. 2008, 1988

analysis. Yet, the CBER stated the following: “Com-
bined with the population forecasts, the economic
forecasts suggest a workforce constraint to economic
development for Jefferson County and the state.
In-commuting for work is likely to intensify unless
worker productivity rises faster than forecast” (p. 13).
The workforce constraint referenced in the report is
education, and the perceived quality of schools in the
NB corridor could ultimately limit future economic

development opportunities.

Municipalities near the NB are largely served by Jeffer-
son County Public Schools. Areas like Trussville that
have relatively high performing public schools have
experienced impressive population growth between

2000 and 2010, without the NB. Other smaller munic-
ipalities that do not have independent school districts
have not experienced much population growth. Again,
it is notable that the city of Bessemer, which is strate-
giéally located between I-20 and I-459, has not grown.
In fact, it lost 2,216 residents despite its location near
the existing I-459 beltline. Furthermore, representa-

tives of the Regional Planning Commission predicted
that the NB will also not change development pat-
terns in Bessemer.*” Again, the point of this analysis is
only to suggest redirection of the substantial taxpayer
investment in the NB to other projects that are more
likely to bring positive economic growth to Bessemer
and other communities in the corridor.

Environmental Justice

The CBER report includes a section on environmental
justice that ignores the biggest environmental justice
population in Birmingham—inner-city neighbor-
hoods surrounded by vacated, contaminated proper-
ties. The NB will not facilitate the redevelopment of
any community environmental liabilities into commu-
nity assets. Simply stated, there are no environmen-
tal justice benefits created by the NB. Some project
proponents have argued that the NB will lessen air
pollution by easing congestion. However, as men-
tioned before, the congestion mitigation benefits of
the beltline are minimal.
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'The CBER report claims the following:
“The benefits of the NB make it very valuable to
lower income and more diverse corridor block
groups because of its provision of job opportuni-
ties and improved access to essential services and
activities. To the extent that project-related and
subsequent development jobs go to local residents
of these block groups, the new highway will lower
the poverty rate.”

Yet, there are no mechanisms in place to guarantee
that any of the job opportunities would go to unem-
ployed, impoverished Birmingham residents. The
most impoverished groups in the region live in inner-
city neighborhoods far removed from the NB. Mass
transit does not reliably link inner-city neighborhoods
to the NB corridor. And, if the project accelerates
urban flight to the suburbs, the beltline would further
exacerbate economic injustice issues in Birmingham’s
core.

Overlooking a Downtown

Spur Alternative

The City of Birmingham and Jefferson County ap-
pear not to have systematically pursued funds for the
assessment and remediation of sites along the corri-
dor that could connect I-22 (an existing Appalachian
Development Highway corridor) past I-65 and into
1-20/59 near the city’s airport. This route is only two
to three miles long and could accommodate traffic be-
tween Atlanta and Montgomery with reduced conges-
tion at the so-called Malfunction Junction of I-65 and
1-20/59. ALDOT's past chief engineer, Don Vaughn,
has said that, “We looked at that years ago. But you get
into a heavy industrial area with contaminated materi-
als and we could not get through there. If we stir it up,
we clean it up, and there is too much through there.”

Since that time, liability and cleanup standards have
changed.® The extent to which newer environmen-
tal standards permit contaminated soils that are
disturbed to be put back on site if capped (which a
roadway would do) has never been considered. As
noted earlier, the real cost to the state for the $4.7 bil-
lion NB in terms of opportunities foregone is over $1
billion. That sum should be sufficient to remediate a
2- to 3-mile corridor across some contaminated sites
if the majority of the soils would not require removal,
which they no longer do under Risk-Based Corrective
Action approaches that are now the national standard.
The entire cleanup and construction project, more-
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over, could be accomplished in a much shorter period
of time than the NB.

This strategy could provide a host of benefits to the
people of Birmingham, Jefferson County and the re-
gion. A road spur that would significantly reduce traf-
fic at known congestion bottlenecks that are predicted
to become more so over time, would save commuters,
residents and businesses the time and economic cost
of traffic jams. A speedier and shorter route for major
truck traffic through Birmingham could add to the
area’s economic activity and employment in ware-
housing and transportation. Remediation and control
of existing pollution problems and risk exposures to
residents would directly add to the economic competi-
tiveness and community health of areas with brown-
fields. In addition, property values for sites adjacent
to the road could make private sector brownfields
cleanups economically viable and promote new busi-
ness development in the central city. This report does
not necessarily endorse such an alternative, which
would need thorough review and cost-benefit analysis
to insure protection of the environment and existing
neighborhoods and businesses. But pursuit of the NB
while ignoring alternatives such as this is not a pru-
dent use of limited taxpayer dollars.

Any integrated planning effort should consider at least
consider alternatives investments like this that could
provide a greater bang for the taxpayer buck. Yet there
is no evidence that any Alabama government body
has attempted to do a systematic assessment of the site
conditions and pricing of the pollution cleanup costs
along the possible downtown corridors.

The EPA Brownfields grants process is strongly biased
in favor of grants that contribute to environmental
justice. Yet, as Appendix C demonstrates, Birmingham
has not received an assessment grant since 1995, The
only public sector grantee in the county since the pas-
sage of the 2002 Brownfields Bill that expanded funds
availability has been the Jefferson County Economic
and Industrial Development Authority that secured
$200,000 for a small cleanup.

It appears that no effort has gone into getting readily
available federal funds for data collection on the eco-
nomic feasibility of a shorter alternative to the NB.



The Northern Beltline's Questionable
Transportation Benefits

The Northern Beltline is only nominally a transpor-
tation project. A roadway user benefit calculation
comparing a given project to alternatives is a standard
practice of transportation planning. A glaring omis-
sion in the CBER report is the lack of any analysis at
all of the NB'’s transportation costs and benefits. The
standards for such analysis are well established by
transportation agencies. According to the Minnesota
Department of Transportation, for example:

The primary transportation-related elements that
can be monetized are travel time costs, vehicle
operating costs, safety costs, ongoing maintenance
costs, and remaining capital value (a combination
of capital expenditure and salvage value). For some
kinds of projects, such as bypasses, travel times
and safety may improve, but operating costs may
increase due to longer travel distances. A properly
conducted benefit-cost analysis would indicate
whether travel time and safety savings exceed the
costs of design, construction, and the long-term
increased operating costs.*

The CBER report and the 2012 Reevaluation did not
conduct any such user benefit calculations.

A $4.7 billien investment during an era of fiscal con-
straint should require rigorous cost-benefit analysis.
No such study was conducted. In the appendix of the
report, the CBER acknowledges that methodologies
other than their approach could have been used to
measure the NB’s costs and benefits. They even note
that econometric models, economic base models

and computable general equilibrium models typi-
cally result in smaller economic multipliers than their

chosen methodology of input-output modeling (p. 30).

The more sophisticated methodologies are dismissed
because they are more complex, time-consuming and
expensive, This conclusion ignores a core problem
evident in both the CBER report and the 2012 AL-
DOT Reevaluation study—a taxpayer investment of

the magnitude of $4.7 billion should require the most
rigorous cost-benefit analysis available.

The 1997 Final Environmental Impact Statement
(FEIS) included a highway user benefit calculation, but
the model used 1990 baseline data. At that time the
NB was envisioned to be a 4-lane road. The passage of
15 years, the availability of 2010 census data, and the
revised plan to build a 6-lane highway (with contem-
plated future expansion to 8 lanes), not to mention
extensive evidence on reduced vehicle miles traveled
per capita that were already becoming available before
2010, should have been incorporated into revised a
highway user benefit calculation.

The traffic volumes predicted for the NB in the

1997 FEIS do not merit a 6-lane highway, let alone

a planned 8-lane highway. As the 1997 FEIS admit-
ted, “The analysis indicated a four-lane cross-section
should be sufficient to handle the 2010 projected vol-
umes, based upon the socio-economic data currently
projected for the area.” No additional transportation
capacity studies have been conducted to justify the
expansion to 6 or more lanes.

One potential explanation for not conducting a
highway user benefit calculation is that the NB will
provide few transportation benefits. The transporta-
tion demand management measures are used for peak
hour travel. “As indicated in the analyses, the Beltline
will primarily serve nonwork trips that typically occur
throughout the day and have minimal impact during
the peak hours™? If this is true, the NB will provide
meager peak hour congestion relief and little economic
impact.

The March 2012 ALDOT Reevaluation confirms that
the transportation benefits of the NB are small. It
projects average annual daily traffic (AADT) volumes

from about 35,000 to 45,000 depending upon the seg-
ment of the road. Projected traffic volumes are higher
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in northeastern sections of the NB near Trussville. By
comparison, in 2010 AADT on I-459 ranged from a
low of 44,000 near Bessemer to a high of 103,930 near
Hoover.” The projected traffic volumes for the NB are
extremely low for a 6-lane highway. This is an incred-
ibly inefficient use of public funds for the U.S,, state,
and region.,
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Conclusion

This report shows that the CBER’s limited analysis of
the economic impacts of the NB project is flawed. The
number of construction-related jobs that would be
generated is misleading, counting year-long positions
as permanent jobs. The number of net new post-con-
struction jobs in the NB corridor is incredibly small
for a $4.7 billion economic development project. As
this report suggests, the true cost of the NB is likely
much higher than the road budget itself. The cost per
job is extremely high and the hidden costs associ-
ated with the project are largely ignored by the CBER
report. Ultimately, residents of Alabama, the Birming-
ham region, Jefferson County, and the NB corridor
will likely pay for the NB through additional sewer
taxes and fees, fuel taxes, and higher congestion.

Many of the talking points of NB supporters have been
shown to be exaggerated. The relationship between
the presence of beltlines and economic development

is not conclusive. In fact, the likelihood of a highway
investment driving economic activity is highly depen-
dent upon the presence of needed infrastructure and
residential/business demand. These precursors to de-
velopment are absent in the NB corridor. In addition,
the CBER analysis ignores critical variables associated
with economic growth such as school quality, crime,
and the availability of developable land in northern
Jefferson County. The topography along the corridor is
a hindrance to large scale development opportunities.

As a transportation project, the NB provides marginal
benefits. The Birmingham Metropolitan Planning
Organization concluded that the NB will not have a
major impact on regional congestion. As a matter of
fact, 35 other transportation projects in the region
were deemed to be better candidates for development
than the NB. The merits of the transportation benefits
aside, an up to date highway user analysis that quanti-
fies the benefits of the NB has not been completed.
This is standard procedure for transportation projects
and should accompany any cost/benefit analysis.

Prior to starting a process that could ultimately cost
more than $4.7 billion, the most comprehensive,
sophisticated cost/benefit analysis available to deci-
sion makers should be undertaken for this project and
alternative investments. The CBER report is not an ad-
equate substitute for such an analysis. The fact is that
the proposed NB will not come close to producing the
economic benefits that are claimed by its proponents.
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Appendix A: Technical Notes

Construction Labor Supply

If the CBER predictions came to pass, there would be
a disruptive demand pressure on the supply of work-
ers skilled in the specialty area of “Heavy and Civil
Engineering Construction” (HCEC) as a result of the
new road. Table A-1 demonstrates the limited supply
of workers in the Birmingham-Hoover Metropolitan
Area prepared to go directly to work on the NB con-
struction sites.

As of early 2012, there were only 4,016 workers in
the metropolitan area employed in heavy and civil
engineering construction, the type of jobs associated
with road-building. Assuming that this subsector of
the labor market was suffering a 20% unemployment

rate, that would mean that there were only 1,004 other
people available for work on the NB that had previous
experience and sought jobs like those involved in the
road project. That is fewer people unemployed in the
sector than the 1,352 likely to be needed according to
our calculations about job-years of work demanded
for the NB, using the revised Federal Highway Admin-
istration employment projections, so the heavy con-
struction labor market might become tight and favor
workers seeking higher pay. However, since there will
be a ramp up process as the project begins (which the
CBER allowed for in its calculations), the additional
381 workers could be found for the road job without
adverse effects on other ongoing infrastructure con-
struction projects

Table A-1
Road Construction Worker Labor Supply in 2012
February
Employees in Nonagricultural March 2012 2012 March 2011  Average Average as
Industries in Alabama Thousands Thousands Thousands Thousands Percent of Total
Construction 72.9 7.6 811 75.2 1.00
Construction of Buildings 16.2 16.2 17.9 16.8 0.22
Heavy and Civil Engineering 12.9 12.5 15.6 13.7 0.18
Construction
Specialty Trade Contractors  43.8 42.9 47.6 448 0.60
Nonagricultural Wage and
Salary Employment for
Alabama Metropolitan Areas:
Birmingham-Hoover MA
Construction 21,000 21,400 23,900 22,100
Heavy and Civil Engineering 4,016
Construction (*)
Sources: Top panel, state data, from <http:/Awww?2.dlx.stele.al.us/cea/Nonag.pdf»; bottorn pane!, metro data from <htip/Awww2.dir.stete.al.us/ces/MSA/BIrmingham.pdt>, both
downloaded 6/9/12.
[ Calculated from Metro total assuming State proportion of 18% of total congtruction employment applies In the Metro as well,
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Discounting
The standard discounting formula for a cost or benefit in
a future year is:

PV = FVt/(1+d)t

Where:

PV, or present value, is the value at time = 0

FV, or future value, is the value at time =t

d is the discount rate

t is the number of years in the future that the future
value will be received

'The sum of a stream of benefits or costs arising in
future years is thus:

PV =X Fvt/(1+d)t

Where the sum, 3, is taken over the period from t=
0, the current year, through t=T, the end year of the
stream.

Discounting to get the value today of a job created
decades from now

The present value of a job is different from the present
value of money in some essential ways. There are social

Table A-2
Employment and Earnings by Year, Northern Beltline at $4.7 Billion Cost
Alabama Birmingham Metro Jefferson County

Project Calendar Earnings Earnings Eamings
Year Year New Jobs Millions New Jobs Millions New Jobs Millions
0 2012 1,302 $41.90 1,222 $39.10 734 $23.60
1 2013 4,014 $129.20 3,768 $120.60 2,262 $72.60
2 2014 4,014 $129.20 3,768 $120.60 2,262 $72.60
3 2015 4,014 $129.20 3,768 $120.60 2,262 $72.80
4 2016 4,014 $129.20 3,768 $120.60 2,262 $72.60
5 2017 4,014 $129.20 3,768 $120.60 2,262 $72.60
6 2018 4,014 $129.20 3,768 $120.60 2,262 $72.60
7 2019 4,014 $129.20 3,768 $120.60 2,262 $72.60
8 2020 4,014 $129.20 3,768 $120.60 2,262 $72.60
9 2021 4,014 $129.20 3,768 $120.60 2,262 $72.60
10 2022 4,014 $129.20 3.768 $120.60 2,262 $72.60
11 2023 4,014 $129.20 3,768 $120.60 2,262 $72.60
12 2024 4,014 $129.20 3,768 $120.60 2,262 $72.60
13 2025 4,014 $129.20 3,768 $120.60 2,262 $72.60
14 2026 4,14 $129.20 3,768 $120.60 2,262 $72.60
15 2027 4,014 $129.20 3,768 $120.60 2,262 $72.60
16 2028 4,014 $129.20 3,768 $120.60 2,262 $72.60
17 2028 4,014 $129.20 3,768 $120.60 2,262 $72.60
Permanent 2030 20,641 $664.50 19,377 $620.40 11,635 $373.60
Average Year-long Jobs
During Road Construction 3,863 3,627 2177
Total Permanent Jobs 24,504 23,004 13,812
Source: SBER Analysis. Years 2012-2020 are from Table 10, p. 19; Permanent Jobs are from Table 12, p. 22,
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benefits that accrue—family stability, individual sense
of well-being and worth, and the like—that are difficult
to quantify. Unlike income, which tends to go to indi-
viduals and be disposed of (spent or saved) by them,
the social benefits of employment may accrue to whole
communities. Community benefits such as greater
stability, lower crime rates and less social tension may
be difficult to count, but they still can be discounted in
principle the same way that future cash flows get dis-
counted. The job creation data associated with the NB
in the CBER analysis need to be discounted to estimate
the present value of a stream of future employment.

Table A-2 shows the actual pattern of the jobs—and
incomes—created over time by the NB according to
the CBER study. The data are derived from the findings
associated with an accelerated construction schedule
of 17 years so as to offer as conservative a measure as
possible of the possible loss of value associated with
job creation delays. Thus, the Year 0, or 2012, new jobs
and earnings come from the CBER’ calculation for the
start-up period and the Year 1 to 17 in the figures come
from the active construction projections. The numbers
here are identical to those in Table 10 of the CBER
study; however, separate rows for each of the years of
construction have been created to make the delay obvi-
ous—and to permit discounting by different amounts
on each year.

The last three lines in the Table require some explana-
tion. The “Permanent” line in the Table contains the
original CBER estimates of post-construction jobs.
Even if increased fuel efficiency of vehicles could hold
down emissions from additional vehicles, there has
been no evidence presented that the expansion of the
NB from four lanes to six will, in fact, generate addi-
tional economic activity. Therefore, the conservative
approach is to assume that it will not.

The “average person-years of work” that the CBER pro-
jected would be generated in each of the years of the
construction project, including the start-up year. Be-
cause each of those person-years of work will be avail-
able for 17 years, the annual employment is considered
as providing “permanent-equivalent” jobs. Adding that
number to the actual permanent jobs predicted by the
CBER leads to the 24,503 total jobs estimate for Ala-
bama and the other bottom line figures.

Table A-2 could have been constructed with the
projected total person-years of work now defined as
the appropriate expectation of employment by the

Federal Highway Administration (FHWA), that is the
more up to date figure of 2,805 person-years of work
each construction year, rather than 4,014. The CBER
numbers that the NB advocates have been circulating
in the state, MSA and county are used for illustrative
purposes, simply because the data are more familiar.
Either set of data would need to be discounted.

The value in 2012 of a job in 2012 or 2015 relative

to one in 2030 involves discounting two features of
employment, the earnings and the social benefits. The
CBER report discounts future earnings in its income
projections by assuming the same income per job
generated over the entire construction period (see the
constant numbers in the construction years under
“Earnings” in Table A-2).

By keeping the wage number constant, the CBER
analysis has assumed that the percentage increase

in wages in each future year would be at a rate that
exactly equaled the sum of the inflation rate, rate of
time preference, and an allowance for uncertainty. This
assumption is empirically false: wages are not indexed
for inflation, that time preferences shift with the age
structure of a population, and uncertainty cannot, by
definition, be considered to be constant.

Even though earnings have been discounted by

this CBER approach, the social benefits of the jobs
themselves also need to be discounted to arrive at a
current-year-equivalent job in terms of impacts on
social well-being. Lower unemployment contributes to
reduced crime, drug abuse and other social problems,
and those benefits generate dollar savings to society,
not just a “feel good” effect, so delaying them arguably
costs money today.

We discounted using the conservative 5% discount rate
accepted by the Appalachian Regional Commission
(ARC) in assessing the economic impact of its high-
way system. The jobs in Table A-1 are adjusted to their
“present value” in Table A-3.

Each job in Table A-3 is adjusted from Table A-2 for
the fact that the value of the benefit gained in any
future year is discounted to be present by reducing it
by 5% for each year of delay until the benefit is real-
ized. That is, the Year 0 entries are not discounted

at all, while the Year 1 entries and all that follow are
adjusted for the delay. The post-construction benefit of
20,641 new Alabama jobs and the related income and
job impacts in the MSA and county is discounted for
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only an 18-year delay, even though the ongoing benefit
of those jobs should be discounted for each subsequent
year that they last. (A year 19 job is worth less than one
in year 18 and so on, and those permanent jobs extend
into the future.)

Even though Table A-3 discounts the NB project’s fu-
ture jobs benefit conservatively, the results can still be
used to arrive at an estimate of the present value of the
jobs created. The present value of the post-construction
jobs is the third-to-last line in the Table. The present
value of the one-year construction and spin-off jobs is

the average of all the discounted annual jobs created
from Years 0 through 17, providing a figure that can be
treated as the 2012 permanent-equivalent jobs gener-
ated in the construction project. We add that number
to the post-construction discounted jobs to arrive at
the total 2012-equivalent jobs that will be generated
once the project is completed.

The relevant present value of jobs figure for all of Ala-
bama thus is 11,163. This is the sum of the discounted
post-construction jobs, 8,577 and the average of the
annual figures in the third column of Table A-3.

Table A-3
Present Value of Employment and Earnings by Year, $4.7 Billion NB
Alabama Birmingham Metro Jefferson County

Project Calendar New Earnings Earnings Earnings
Year Year Jobs Millions New Jobs Millions New Jobs Millions
0 2012 1,302 $41.80 1,222 $39.10 734 $23.60
1 2013 3.823 $123.05 3,589 $114.86 2,154 $69.14
2 2014 3,641 $117.19 3,418 $109.39 2,052 $65.85
3 2015 3,467 $111.61 3,255 $104.18 1,954 $62.71
4 2016 3,302 $106.29 3,100 $99.22 1,861 $59.73
5 2017 3,145 $101.23 2,952 $94.49 1,772 $56.88
6 2018 2,995 $96.41 2,812 $89.99 1,688 $54.18
7 219 2,853 $91.82 2,678 $85.71 1,608 $51.60
8 2020 2,717 $87.45 2,550 $81.63 1,531 $49.14
9 2021 2,587 $83.28 2,429 $77.74 1,458 $46.80
10 2022 2,464 $79.32 2,313 $74.04 1,389 $44.57
11 2023 2,347 $75.54 2,203 $70.51 1,323 $42.45
12 2024 2,235 $71.94 2,008 $67.15 1,260 $40.43
13 2025 2,129 $68.52 1,998 $63.96 1,200 $38.50
14 2026 2,027 $65.25 1,903 $60.91 1,142 $36.67
15 2027 1,931 $62.15 1,812 $58.01 1,088 $34.92
16 2028 1,839 $59.19 1,726 $55.25 1,036 $33.26
17 2029 1,751 $56.37 1,644 $52.62 987 $31.68
Average 2012-Equivalent
Year-Long Jobs During
Road Construction 3,863 3,627 2,177
Total 2012-Equivalent Jobs
Once Project Is Completed 24,504 23,004 13,812
Saurce: Table A-1, with data for tha years after Year 0 modified by the standard discounting formula using & 5% discount rate.
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Using the adjusted FHWA estimates for job generation per
$1 billion in federal expenditure—2,805 instead of 4,014,
person-years of work for the 17-year construction period
in Table A-2—the discounted jobs figure falls to 10,406 for
the state.

Both these present value calculations exaggerate the ben-
efits. They overstate the PV of the permanent jobs (“After”
in the Tables) since they do not discount the job benefits
more for the employment occurring in the years after

the completion of the NB. They treat the benefits of the
Nth year of permanent post-construction employment as
having the same PV as those arising in the first year. This
results in an even more conservative discounting process,
overstating PV.

Using the CBER’s “worst case” construction delay scenario
of a 30-year instead of a 17-year construction schedule,
combined with the FHWA total job generation forecast,
the discounted jobs can be calculated by extending Table
A-2 and A-3 to cover 30 years. In that case the PV of jobs
created would total only 5,377.

This lower PV of employment results from the small num-
ber of person years of work generated each year when the
construction process is spread out over 30 years, com-
bined with a 30-year delay in getting the benefits of the
post-construction employment projected by the CBER. It
underscores the importance of the construction schedule
and that the benefits to Alabama, the Birmingham MSA
and Jefferson County are likely to shrink to a level that
does not warrant the costs as the process gets delayed by
budget constraints.

Discounting to Get the Present Value of the Spending
on the NB

The principle of discounting needs to be applied to the
costs of a project the same way it is used to derive the
present value of its benefits. Thus, we need to calculate the
PV for the stream of expenditures on the NB the same way
we discounted the benefits.

The discounted costs of constructing the NB will depend
on how long it takes to build. The longer the construction
period, the further in the future monies will be spent and
the lower the present value of the discounted stream of
future spending.

Table A-4 derives the PV of the stream of spending for a
17 year and a 30 year construction schedule. We see the
$4.7 billion total expenditure drop to $3.146 or $2.452
respectively, based on the spending pattern projected in
the CBER analysis.

43



Table A-4
Present Value of Spending on the Northem Beitline

Cost in § Millions
17-Year Schedule 30-Year Schedule

Year CBER $4.78B PV CBER $4.7B PV

0 $57 $88 $88 $57 $88 $88
1 $176 $271 $258 $100 $154 $146
2 $176 $271 $246 $100 $154 $139
3 $176 $271 $234 $100 $154 $133
4 $176 $271 $223 $100 $154 $127
5 $176 $271 $213 $100 $154 $120
6 $176 $271 $202 $100 $154 $115
7 $176 $271 $193 $100 $154 $109
8 $176 $271 $184 $100 $154 $104
9 $176 $271 $175 $100 $154 $99
10 $176 $271 $167 $100 $154 $94
11 $176 $271 $159 $100 $154 $90
12 $176 $271 $151 $100 $154 $86
13 $176 $271 $144 $100 $154 $82
14 $176 $271 $137 $100 $154 $78
15 $176 $271 $130 $100 $154 $74
16 $176 $271 $124 $100 $154 $70
17 $176 $271 $118 $100 $154 $67
18 - - - $100 $154 $64
19 - - - $100 $154 $61
20 - - - $100 $154 $58
21 - - - $100 $154 $55
22 - - - $100 $154 $53
23 - - - $100 $154 $50
24 - - - $100 $154 $48
25 - - - $100 $154 $45
26 - - - $100 $154 $43
27 - - - $100 $154 $41
28 - - - $100 $154 $39
29 - - - $100 $154 $37
30 - - - $100 $154 $36
PV $3,044 $4,700 $3,146 $3,045 $4,701 $2,452

Sources: Cols 2 & 5: CBER Analyais, Tablas 10 and 8 (p. 19. Cols 3 & 6 derlved based on total cost difference ($4.7 B / $3.044 B). Cols 4, 7 derived from Cols 3, 6, 8
using discount formula with g=0.05. {Rounding errors In truncated budget numbers account for the $1 million rise In PV totals In columns 5 & 8 relative to columns 1 & 2).




Appendix B: Impact of New
Fuel Efficiency Standards on

Fuel Tax Revenues

Changes in fleet mileage standards will place further
pressures on fuel tax revenues over the next several
decades. The following scenario uses 2009 vehicle
miles traveled estimates for Alabama to illustrate how
increased fuel efficiency could affect nominal revenues
accruing to the Alabama Department of Transporta-
tion in the future (assuming the Alabama fuel tax is
not increased). These projections do not factor in the
impact of inflation on the purchasing power of future
revenues.

Overall, the data suggest that the Alabama Depart-
ment of Transportation will be constrained in its
ability to fund new roads, meet maintenance needs,
and repair crumbling road and bridge infrastructure.
Building additional new highways will exacerbate this
funding problem and increase pressure on legislators
to increase the Alabama fuel tax.

Table B-1

Relationships Between Fuel Efficiency and Gas Tax Revenue in Alabama
Auto/Light Truck Gallons of Nominal
Standards MPG vMT* Gasoline Revenue
Through 2015 21.8 56,061,000,000 2,571,605,505 $475,747,018
2016-2024 345 58,864,050,000 1,706,204,348 $315,647,804
After 2025 54.5 61,807,252,500 1,134,078,028 $209,804,435
“Assumes 5% increase in VMT dor period with 34.5 mpg and 54.6 mpg calculations.
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Appendix C: Brownfield Grants

The table below lists all the brownfield grants from the Environmental Protection Agency received in Alabama
since the EPA started making grants to promote site cleanup in 1992.

Table C-1
Brownfield Grant Fact Sheet
Job
Announce Hazardous Petroloum Training Pilot
Grant Recipient Name Grant Type Year (FY) Funding Funding Funding Funding
AL Department of Revolving Loan 2002 - - - $1,000,000
Environmental Management Fund
AL Department of Assessment 2010 = $200,000 - -
Environmental Management
City of Anniston Assessment 2001 - - - $200,000
City of Anniston Job Training 2004 - - $161,000 -
City of Anniston Cleanup 2007 $200,000 - - -
City of Anniston Job Training 2008 - - $200,000 =
City of Birmingham Assessment 1995 - - - $350,000
City of Birmingham Revolving Loan 1997 - - - $500,000
Fund
Black Warrior-Cahaba Assessment 2004 $200,000 - - -
Rivers Land Trust
City of Cordova Assessment 2007 - $200,000 - -
City of Cullman Cleanup 2011 $200,000 - - -
City of Decatur Assessment 2012 $200,000 $200,000 - -
City of Florence Assessment 2008 $200,000 $200,000 = -
Freshwater Land Trust Assessment 2007 $200,000 - - -
Freshwater Land Trust Assessment 2010 = $200,000 - -
City of Guin Assessment 2004 $200,000 - - -
Jefferson Economic and Industrial  Cleanup 2009 $200,000 - - -
Development Authority
City of Mobile Assessment 2009 $200,000 $200,000 - -
Montgomery Assessment 2001 - - - $200,000
Prichard Assessment 1996 - - - $100,000
City of Prichard Assessment 2011 $200,000 $200,000 - -
City of Seima Assessment 2001 - - - $200,000
City of Selma Assessment 2006 $200,000 - = -
City of Talladega Assessment 2009 $200,000 $200,000 - -
City of Talladega Assessment 2012 $200,000 $200,000 - =
City of Tarrant Cleanup 2006 $200,000 - - -
City of Tuscaloosa Assessment 2006 - $200,000 - =
Uniontown Assessment 1998 - - - $200,000
City of Valley Assessment 2007 . $200,000 = -
City of Valley Cleanup 2008 - $235,000 - -
City of Valley Cleanup 2011 $165,000 - - -

Source: LS Environmental Pratection Agency. 2012, Brownfields Grant Fact Sheet Search. Data for the State of Alcbama. Extrasted from hitp://cipub.epa.gov/bi_fact-
sheets/index.cfm using search criteria “State=Alabama / Grant Type=All / Grant Annoyncement Year=All",

47






EXHIBIT 4



€0 57,
-“’hﬁn%"‘- UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
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g M g ATLANTA FEDERAL CENTER
% & 61 FORSYTH STREET
A ppare” ATLANTA, GEORGIA 30303-8960
SEP 11 2012
Colonel Steven Roemhildt
District Engineer
U.S. Army Corps of Engineers
Birmingham Field Office

Attn: Courtney Shea
218 Summit Parkway, Suite 222
Homewood, Alabama 35209

Subject: The Environmental Protection Agency comments on the initial 3.4-mile phase of Birmingham

Northern Beliline
Reissued Public Notice SAM-2011-01079-CMS; Jefferson County, Alabama

Dear Colonel Roembhildt:

The U.S. Environmental Protection Agency, Region 4 has reviewed the June 22, 2012, reissuance of
Public Notice (PN) number SAM-2011-01079-CMS, originally issued October 12, 2011, but withdrawn
November 14, 2011. The proposal is for construction of an initial 3.4 mile phase of the eastern portion
of the Birmingham Northern Beltline (Beltline), a 52-mile limited access highway project graded for
eight lanes, with six lanes paved, as proposed by the Alabama Department of Transportation (ALDOT).
The project would be located in Jefferson County, Alabama and is intended to be part of the
Appalachian Development Highway System. The purpose described in the PN is to “enhance cross-
region accessibility and stimulate economic development.” The proposed 3.4 mile phase remains
unchanged from that described in the October 2011 PN. We previously expressed concemns regarding
this project in our letter of August 17, 2012, and received 2 communication from the ALDOT also dated
August 17, 2012, that speaks to some of those concerns. However, that communication from ALDOT
did not substantively address many of the issues, which we reiterate below with the current letter.

The 3.4 mile proposed project is but one component of the broader eastern portion of the Beltline.
Therefore, the EPA is seeking information that: (1) demonstrates that the purpose and need for the 3.4
mile proposed project has independent utility and (2) the potential aquatic resource impacts for this
project are commensurate with the demonstrated purpose and need in accordance with the Section
404(b)(1) Guidelines (Guidelines) and 2008 Mitigation Rule. In addition, the EPA also recommends that
the U.S. Army Corps of Engineers (Corps) request the applicant to provide an updated environmental
analysis of the aquatic resource impacts associated with the eastern half of the Beltline corridor. We
believe this analysis is needed to address the cumulative aspects of the 3.4 mile proposed project within
the broader context of the eastern Beltline corridor. In addition, this analysis could address the additional
information the ALDOT agreed to provide at the May 3, 2012, meeting with the EPA, the Federal
Highway Administration (FHWA), the ALDOT and your staff, At that meeting the ALDOT committed
to providing information in several areas, including maps, quantification of direct impacts to wetlands
and streams in current terms (i.., not converting stream impacts to acreage) for the eastern portion, a
more complete indirect and cumulative environmental effects analysis, compensatory mitigation,
alternatives analysis and specific commitments for stormwater and green design alternatives.

Internet Address (URL) « hitp:/fwww.epa.gov
Recycled/Recyciable « Printed with Vegelabia Of Basad Inks on Recyded Paper (Minimum 30% Postconsumer)



We recommend that the purpose for the increased number of lanes and grading be further documented
and considered, as this directly speaks to the avoidance and minimization requirements of the 2008
Mitigation Rule. We understand the considerations presented in ALDOT’s August 17, 2012, letter on
the relative stormwater impacts of a four vs. six lane highway and on the construction efficiencies which
would result from building all six lanes during initial construction. That said, it remains an open
question whether this segment at this time, or the Eastern Beltline in general, would support the larger
footprint.

In a letter dated October 13, 2011, the Birmingham Metropolitan Planning Organization stated that it
was “very difficult to ascertain ...the substantial changes in population, employment and/or travel
demand (both existing and forecast) that would necessitate the increase in roadway capacity.” The
Reevaluation of the Final Environmental Impact Statement includes information on traffic forecasting,
but does not appear to specifically address whether this supports the expanded scope of the project. For
example, traffic projections provided in the Reevaluation do not appear to support a six-lane facility.
According to ALDOT’s Approved Traffic Capacities document (F ebruary, 2004), a four-lane, six-lane,
and eight-lane, freeway can accommodate an average annual daily traffic (AADT) of 68,000, 102,000
and 136,000, respectively. The AADT projected for this phase of construction is only 42,398 for the
design year 2032. Traffic volumes along the entire eastern corridor are also well below 68,000 AADT or
four-lane approved traffic capacity.

We recommend the environmental analysis include a conceptual-level discussion of the types of
measures 1o avoid, minimize and mitigate impacts to aguatic resources that we mutually agreed to
during our August 14, 2012, meeting for the 3.4 mile proposed project and apply them to the rest of the
eastern portion of the Beltline. We request that the Corps or the ALDOT circulate this analysis to key
stakeholders prior to any 404 permit applications for future segments of the eastern Beltline. This will
give the key stakeholders an opportunity to conduct an informed review of the 3.4 mile project within
the broader context of the eastern Beltline.

In addition, the ALDOT states in its communication of August 17, 2012, that it is gathering site-specific
data for water quality modeling of the 3.4-mile initial segment. The EPA agrees that modeling should be
calibrated with site-specific, in-stream data, rather than default values as previously used. Other models
such as LSPC (Loading Simulation Program C-++) may be more appropriate for understanding the
effects of development on delivery of pollutants to streams, and more specific evaluation of impacts to
sensitive areas such as darter habitat can be achieved with models such as HSPF (Hydrological
Simulation Program-FORTRAN).

The EPA also recommends that for compensatory mitigation, no less than 1:1 loss:replacement be
accepted and that riparian buffer mitigation only be accepted in conjunction with warranted stream
channel work. We also recommend that consideration be given to protecting sensitive areas (e.g., Darter
habitat in Turkey Creek) that could be impacted by development encouraged by construction of the
proposed highway. We understand ALDOT’s position that it must rely on “other municipalities and
public entities to regulate and control development to ensure environmental impacts are avoided,
minimized and mitigated,” and appreciate ALDOT’s support for such efforts. ALDOT?s letter of August
17, 2012, recognizes that currently there are no approved stream or wetland mitigation banks with
service areas including the impact area of the initial 3.4-mile segment, and states that ALDOT is seeking
to have mitigation banks developed to serve the impact area of the Northern Beltline. EPA recommends
that ALDOT work proactively with the Corps and EPA to ensure that any compensatory mitigation



options pursued will fully offset impacts in the affected watersheds, as required by the 2008 Mitigation
Rule.

The EPA greatly appreciates the coordination and communication with the FHWA, the ALDOT and the
Corps and we look forward to continuing this constructive dialogue. However, at this time, given the
need for additional information and in order to meet the terms of the August 1992 Memorandum of
Agreement between EPA and the Department of Army, we have determined that the current proposal as
it stands does not comply with the Guidelines or the 2008 Mitigation Rule and therefore, this project will
have substantial and unacceptable adverse impacts on Aquatic Resources of National Importance. We
recommend denial of the project as currently proposed and we will revisit this recommendation upon
receipt and review of the above-referenced information.

This letter follows the field level procedures outlined in the August 1992 Memorandum of Agreement
between the EPA and the Department of the Army, Part IV, paragraph 3(b) regarding Section 404(q) of
the Clean Water Act. If you have any questions regarding these comments, please contact Ms. Rosemary
Hall at (404) 562-9846, hall.rosemary@epa.gov, or Mr. William Cox at (404) 562-9330,
cox.williaml@epa.gov of the Wetlands, Coastal and Oceans Branch.

Sincerely,

Gwendolyn Keyes Fleming
Regional Administrator
cc: Ms. Cindy House Pearson

U.S. Army Corps of Engineers

Mr. Aaron Peters
Alabama Department of Environmental Management

Mr. Bruce Porter
1.8 Fish and Wildlife Service

Ms. Lynne Urquhart
Federal Highway Administration

Mr. Mark Bartlett
Federal Highway Administration

Ms. Alfedo Acoff
Alabama Department of Transportation

Mr. William Adams
Alabama Department of Transportation
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