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ECONOMIC RECOVERY AND JOB CREATION
THROUGH INVESTMENT IN AMERICA

WEDNESDAY, OCTOBER 29, 2008

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
Washington, DC.

The Committee met, pursuant to notice, at 10:10 a.m., in room
1100, Longworth House Office Building, the Honorable Charles B.
Rangel (Chairman of the Committee) presiding.

[The advisory announcing the hearing follows:]
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

FOR IMMEDIATE RELEASE CONTACT: (202) 225-5522
October 29, 2008
FC-23

Chairman Rangel Announces Hearing on
Economic Recovery, Job Creation and
Investment In America

House Ways and Means Committee Chairman Charles B. Rangel today an-
nounced the Committee will hold a hearing focusing on economic recovery and job
creation through investment. This hearing will take place on Wednesday, Oc-
tober 29, 2008, beginning at 10:00 a.m. in the main committee hearing room,
1100 Longworth House Office Building.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from invited witnesses only. However, any individual or organization
not scheduled for an oral appearance may submit a written statement for consider-
ation by the Committee and for inclusion in the printed record of the hearing. A
list of invited witnesses will follow.

BACKGROUND:

American families are facing a unique new set of challenges as a result of the re-
cent economic downturn. The American economy has shed jobs every month in 2008,
760,000 in total. In September 2008 alone, the economy suffered a staggering loss
of 159,000 jobs, the biggest one-month loss in five years. According to the latest fig-
ures from the U.S. Department of Labor, there are currently 9.5 million unemployed
K'Olilfers with a national unemployment rate of 6.1 percent, which is also a five-year

igh.

Millions of families have also lost their homes to foreclosure, as a housing crisis
continues to grip the nation with mortgage and credit markets suffering from a lack
of confidence in the financial services sector. Increasing volatility in the stock mar-
ket is also having a devastating impact on workers and retirees’ savings, with re-
tirement accounts losing hundreds of billions in value in recent months. These fac-
tors, combined with a dramatic increase in the cost of health care, food, education
and energy, have left millions of American families in an insecure and untenable
financial situation.

State and local governments are also struggling with record budget shortfalls, fall-
ing victim to years of policies that favored short term solutions rather than long-
term investment. These deficits are preventing critical investment in areas such as
health care, education and infrastructure to improve the quality of life for local resi-
dents. These challenges are compounded by depressed financing mechanisms
brought on by instability in the financial markets. As a result, governments are in-
creasingly unable to meet obligations for critical care or execute contracts for im-
provements to roads, bridges, railways and other infrastructure items. The resulting
degradation of America’s commercial infrastructure threatens to diminish its ability
to deliver goods to markets around the world and damage its competitiveness in the
international marketplace.

In announcing the hearing, Chairman Rangel said, “American families are
hurting and they are looking to Congress for solutions to help our economy
recover and create new jobs. This hearing will examine the growing chal-
lenges facing working families as well as State and local governments to
detet"’mine how we can best restore economic security throughout our na-
tion.



FOCUS OF THE HEARING:

The hearing will focus on challenges facing American families and State and local
governments during the economic downturn and solutions to improve economic secu-
rity, create new jobs and invest in America’s infrastructure.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear-
ing record must follow the appropriate link on the hearing page of the Committee
website and complete the informational forms. From the Committee homepage,
http:/lwaysandmeans.house.gov, select “110th Congress” from the menu entitled,
“Committee Hearings” (hitp://waysandmeans.house.gov/Hearings.asp?congress=18).
Select the hearing for which you would like to submit, and click on the link entitled,
“Click here to provide a submission for the record.” Once you have followed the on-
line instructions, complete all informational forms. ATTACH your submission as a
Word or WordPerfect document, in compliance with the formatting requirements
listed below, by close of business on Wednesday, November 12, 2008. Finally,
please note that due to the change in House mail policy, the U.S. Capitol Police will
refuse sealed-package deliveries to all House Office Buildings. For questions, or if
you encounter technical problems, please call (202) 225-1721.

FORMATTING REQUIREMENTS:

The Committee relies on electronic submissions for printing the official hearing
record. As always, submissions will be included in the record according to the discre-
tion of the Committee. The Committee will not alter the content of your submission,
but we reserve the right to format it according to our guidelines. Any submission
provided to the Committee by a witness, any supplementary materials submitted for
the printed record, and any written comments in response to a request for written
comments must conform to the guidelines listed below. Any submission or supple-
mentary item not in compliance with these guidelines will not be printed, but will
be maintained in the Committee files for review and use by the Committee.

1. All submissions and supplementary materials must be provided in Word or WordPerfect
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub-
mitters are advised that the Committee relies on electronic submissions for printing the official
hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. All submissions must include a list of all clients, persons, and/or organizations on whose
behalf the witness appears. A supplemental sheet must accompany each submission listing the
name, company, address, telephone and fax numbers of each witness.

Note: All Committee advisories and news releases are available on the World
Wide Web at http://waysandmeans.house.gov.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—-225-1721 or 202—-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

———

Chairman RANGEL. The hearing will come to order.

Most of you have already felt the pains in your communities. We
can’t use the word “recession”, but we certainly know what is hap-
pening to our people back home.
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We found it difficult, but we did find it possible to give close to
$1 trillion to our financial institutions, and now we hope to hear
from panelists that will share with us the economic pain that is felt
on the ground, as opposed from just the credit crunch.

Most all of our communities have lost jobs. A lot of people that
are on the panel are going to have to determine how they are going
to meet their budgets and, since they have to have a balanced
budget, decisions that they are going to have to make in terms of
what services are going to be cut, reduced, as well as the economic
impact of cutting education, cutting health care, and a variety of
other economic decisions they have to make.

It is our hope that, as a result of this testimony, that the Mem-
bers of this Committee would realize how important the economic
recovery is and that the leadership of both parties would be able
to confer and to come back after the election to see what we can
do to provide the assistance to local and State Government, as we
have found ourselves able to do with our banking and finance in-
dustry.

So, I hope this is not the last time that Jim McCrery will be with
us and that we will have his support in coming back. I know you
are looking forward to it. But in view of the fact that the elections
in Louisiana are going to be postponed, we hope that you will be
able to provide your expertise.

But in the event that we don’t have the opportunity, I know that
I speak for every Democrat on this side of the aisle when I say,
Jim, that you have brought a sense of civility to this Committee,
the likes that haven’t been seen in over a decade. While it is abun-
dantly clear that we could not do all of the things that you and I
would want to accomplish, the disagreements that we had individ-
ually and collectively was on the level that certainly would make
the House of Representatives appreciative of the efforts in which
we brought our bills to the floor. You have been a great Member
of Congress, a great Member of this Committee, and I am pleased
to share with this Committee your willingness to work with us
even after the election itself. So, at this time I would like to yield
to you.

Mr. MCCRERY. Thank you, Mr. Chairman; and thank you very
much for those kind words. It has been a pleasure working with
you and all the Members of this Committee on both sides of the
aisle.

This is a great Committee. I believe it is the best Committee in
the House of Representatives. The Members who are chosen to
serve on this Committee are chosen carefully by our respective
leaderships; and the quality of service, as evidenced by the turnout
here today, has always been of the highest quality on this Com-
mittee.

So, Mr. Chairman, it has been a real honor and pleasure to serve
on this Committee and particularly to serve with you these last 2
years. The public doesn’t know all the efforts that you and I made
to accomplish things within the jurisdiction of this Committee, and
I want to thank you and acknowledge publicly your efforts to work
with me to try to solve some of the country’s problems in a bipar-
tisan way. Unfortunately, we didn’t succeed in all the matters that
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we t}t;ied to address, but I appreciate the effort that you made very
much.

Mr. Chairman, because of your kind words, I now will revise my
opening statement. Just kidding.

Mr. Chairman, this hearing is indeed important, again, as evi-
denced by the turnout of our Members on both sides today. We
have seen economic conditions in this country, unfortunately, dete-
riorate substantially over the last couple of years. The number of
Americans classified as long-term unemployed nearly doubled be-
tween January of 2007 and September of 2008. During that period,
there has been more than a 400 percent jump in the number of
high unemployment States. Gasoline prices, though down from
their highs earlier this year, are still well above January, 2007, lev-
els. The deficit is higher, driven mostly by higher spending, while
our 401(k)s and IRAs have shrunk in the face of a stock market
which has moved down sharply amidst unprecedented volatility.
Underlying these problems has been weakness in the housing mar-
ket, which has seen falling home values and a rising number of
foreclosures.

But, Mr. Chairman, we have not stood idly by, the Congress. We
have passed on a bipartisan basis a stimulus bill earlier this year.
We passed a housing rescue package. Earlier this month, we
passed a far-reaching financial stabilization package that fun-
damentally alters the relationship between the Government and
the markets, making even its supporters nervous about the long-
term implications of that. But we passed it on a bipartisan basis.

Unfortunately, though, these efforts have failed to get the econ-
omy kick-started, and the calls are growing louder for yet another
round of stimulus. In late September, the House passed a stimulus
bill that the Senate failed to act on. That bill’s $60 billion price tag
seemed steep at the time, but today some Members of Congress are
talking about packages several times that size.

This hearing will provide us an opportunity to hear from a vari-
ety of witnesses who will describe the current economic situation
and who will share their recommendations for congressional action.
In particular, I am pleased to see at the dais a former colleague
who left our ranks when he was elected Governor of South Caro-
lina back in 2002. Governor Sanford will no doubt provide a unique
perspective, particularly as his State is attempting to close its cur-
rent budget shortfall. Governor Sanford, welcome back. It is good
to have you.

The presence of so many Members I think again underscores the
importance of this hearing, Mr. Chairman; and I appreciate your
calling it. But I am not sure, Mr. Chairman, whether this hearing
is just a fact-finding expedition or whether we are laying the
groundwork for action in Congress next month on a stimulus pack-
age. I say that because many of the witnesses that we will hear
today will urge Congress to enact all sorts of good-sounding spend-
ing increases. But if our goal is to make law this year, Mr. Chair-
man, I would remind everybody on this Committee that it is of lit-
tle use to draft a package that these panelists might embrace, their
cumulative requests are well over $300 billion, but it will do us lit-
tle good to craft a package like that if it stands little chance of
passing a closely divided Senate or getting signed by the President.
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So, I hope once again, Mr. Chairman, that we will work in a bi-
partisan fashion to try to craft a package that both sides of the
aisle can embrace and help get this economy going again.

So, again, Mr. Chairman, thanks for calling the hearing; and
thank you again for your cooperation over the last 2 years. It has
been a real pleasure.

Chairman RANGEL. Thank you so much, Jim.

To the panel, let me thank you for breaking from your regular
schedule to share your views with us.

You have heard the views of the Ranking Member, Mr. McCrery;
and he is right. We have to be prepared to put together a package
that indeed will be bipartisan. Quite frankly, I don’t think that
should be very difficult.

When someone loses their job, their health insurance, can’t pay
the mortgage, finds themselves not being able to get credit, no one
asks whether they are Republican or whether they are Democrat.
The pain is felt out there by you each and every day.

Unlike the Federal Government, the decisions that you have to
make is in terms of balancing that budget, and you don’t have the
discretion. So, we welcome your views. But even after this panel
and after this session is completed, we hope that you will share
your views with your Members of Congress, Republican and Demo-
crat, to really show them how important that is.

The first witness, of course, having known him since he was born
and having served with him as a State senator and having served
under him as lieutenant governor and having the great honor now
of having him to be the Governor of the Empire State of New York,
as well as a neighbor in the community—I don’t have to worry
about him lobbying me. It is a question of trying to get him to back
off and say, “I do agree with you, Governor.” But he is an out-
standing man of courage. We have known that within our State for
decades and now the whole country is being able to see the leader-
ship he is providing and the difficulty our great State faces.

So, Governor Paterson, it is a great honor to have you here to
hear what you have to say as to the state of financial affairs as re-
lates to New York.

STATEMENT OF THE HONORABLE DAVID A. PATERSON,
GOVERNOR OF THE STATE OF NEW YORK

Mr. PATERSON Thank you, Chairman Rangel. Thank you, Mr.
Sanford. Without you, I have no voice here.

Thank you, Chairman Rangel, Ranking Member McCrery and all
the Members of the House Committee on Ways and Means and
Mayor Palmer and Governor Sanford and all the panelists who
have been kind enough to travel here today.

The great novelist Ann Rand advised us in The Fountainhead
that our country, the greatest country in the world, was founded
on the basis of individualism, where people were encouraged to ad-
venture, not to be complacent; to be daring, not dormant; to pros-
per, not to plunder. But, unfortunately, an infection of greed and
mismanagement, combined with a lack of transparency and Gov-
ernment regulation, have brought us to the point where our Nation
faces a downturn in its economy only rivaled by the Great Depres-
sion.
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As this Committee pauses in its deliberations to hear some of us
suggest some of the ways that we might reignite the engine of our
economy, I would encourage all of the Members of the Committee
to consider the value of the great States that comprise this great
country that we live in.

The Center for Budget Priorities and Policies offered its projec-
tions for fiscal year 2008—2009, that there are 25 States in deficit,
totaling $48 billion of debt. Their projections for 2010 are spiked
upward incredibly: There will be 39 States in deficit, and the
amounts owed total over $104 billion.

In the State that I represent, the State of New York, we balanced
our budget on April 9. The budget then grew to a deficit of nearly
$1 billion. Even after we addressed that, our State now is $1.5 bil-
lion in deficit, a reopened swelling of our deficit for this year. Our
projected deficit for 2010—2009-2010, which was originally $5 bil-
lion, grew to $6.4 billion by July of this year.

In our recent budget forecast, our mid-year forecast, I announced
yesterday that New York State’s projected economic deficit for
2009-2010 is $12.5 billion.

The 3-year deficit plan by which we try to address our obliga-
tions for the next 3 years, which was $21.2 billion in July, has now
erupted to $47 billion. Much of this is caused by the fact that New
York derives 20 percent of its resources from Wall Street; and in
the fourth quarter of the fiscal year, January, February and March,
that figure spiraled to 30 percent.

So, we are not out of the problem yet. But what we will have to
do and what other Governors and legislatures of other States will
have to demonstrate to Washington is that we have to put our own
house to order. This is why I have called the legislature back for
a second time for an emergency economic conference on November
18th to close that budget deficit and add more money on to it to
bolster us for the rest of the year. I will introduce our budget for
2009-2010, 6 weeks early, on December 16, to try to address those
issues.

We have agreed that any taxation right now would only exacer-
bate the problem; and, if anything, we need to lower taxes for some
of our businesses that would hope to create jobs so that hundreds
of thousands of New Yorkers don’t leave the State, as they do every
year, for other areas where the life quality is better.

We are cutting all we can, and we will cut all that we are able
to. But, inevitably, the deficit is too voluminous for us to address.
Therefore, we feel that targeted, sensible actions by the Federal
Government could provide relief for us now. This is why today I
call upon Congress to pass a second stimulus legislation package
before it adjourns at the end of the year. We think that the most
essential way that the House and Senate can help our country is
to reinvest and reignite the engine of our economy which we see
as our States.

The National Governors’ Association wrote a letter just recently
advising that probably the priority way in which we can address
this crisis is through an increase in the Federal Medical Assistance
Program of at least 5 percent through 2011. Additionally, we think
that the House could establish some of the block grants that it did
after our attack on our country in 2001 that led to a downturn in
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our economy and that this would bring needed essential services
back to our States, issues that people face during these times, of
health care, public assistance, food assistance and, obviously, un-
employment.

We further and moreover suggest that infrastructure repair,
something this country has not addressed in the last 50 years,
would be an advisable method that we might proceed right now.
We in New York have many programs involving roads and bridges
and infrastructure development and also water waste treatment
that are ready to go if we had the dollars to actually begin them.
We would have 40 shovel ready programs for improving highways
and bridges. We would have another 58 programs ready to go in
the area of water projects.

We also would hope that the House and the Senate would ad-
dress the issue of extending unemployment compensation and also
the modernization of our unemployment insurance program be-
cause of the number of people that have been thrown out of work
that was described by Congressman McCrery just a few moments
ago.

We feel that food stamps are the best economic stimulus. The es-
timates are that $1.73 is rendered for $1 that is invested in food
stamps.

Finally, we would suggest that in terms of helping those who are
greatest in need of health care, that there be a moratorium on the
outpatient health clinics regulations that would curtail the ability
of many to receive health care and may even be not in compliance
with Federal law.

These are just some of the ideas that we suggest. We recognize
that there are opposing points of view, but whichever way the Con-
gress addresses these issues, we advise that the great States of this
country right now are facing huge deficits without the resources to
affect them. We have in many respects mismanaged and need to
put our own houses in order by cutting spending, which govern-
ments often become overly involved in. However, much of the crisis
that has come from the subprime mortgage crisis infecting the rest
of our country is one that we think needs to be addressed holis-
tically by the Federal Government investing in the States.

I want to thank all the Members of the Committee for allowing
me this opportunity to present our case to you.

Chairman RANGEL. Thank you so much, Governor.

[The prepared statement of Governor Paterson follows:]
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Stoiemend of the Honorable David A Paterson, Governor of the Stale of Mew Yark

Testomany belors 1he Full Commills:
of the House Commiitiee an Ways and Means

Chetnber 29, 20HIE

Chairman Rangel. Ranking Member M Crery, and distinguished members of the committee, |
apprecime the apparunity o lestilly before v woday,

Far the second time this decade, Mew York finds £self ai the epicenter of 2 rational emergency.
Unprecedenced turmail om Wall Street bas keft our stme in the throes of ils most severe economic
crisie ainee the Greal Depressaon, The fisancisl serveees industry Fas been shsien o fis core,
and with i, vicbmlhy eviry aspect of econonme il m America.

In juussn thee [nst poonth s @ hald we bave seen the largest hask fhilure in L5 histony; the demise
of the mdependent invisiment Bankmg model; @ crodil freeas thal = impacting e ability of
rmunicipalities to bormew funds needed for urgent infrasiructure mmprovements; and declines =
the stack marker of over 40 peroeni—zhrestening the ability of avemnge Americans i retine and
seibd ther children 1o collepe. In many wiys, the ecomoenk: consequences of the cerent finascial
crisis will Fkchy he degper and longer-hsting than thos: tal followed the horrific tormrist
aitacks on Lower Manhaiian.

The Falbares af the Federnl CGovernment

Apericars ave watched the Babric oF our eeonamic syvebe pnmave] snd (he valuss of their
0K = evaporate. keaving thens confused, angry, and wondering wha is 1o bl for the near
collapse of our fimncial system.

Cortaindy. an age of Eresponsibility and groed on Wall Stroet was one of the most empoiant
factars behimd this crisis. Bui there is encdher culprit that is equoally culpable - the lack of
cversight amd regnlation by che fiadersl poversnent, [n a moment of commendalbl: camdos,
Trasery Secratary Hemry Pauksan recently sdmitted that be rogrets the “Baslunes ol our
regulatory system.” Former Fedemnl Beserve Chaiman Alan Greenspan also recently confiessed
b “mede 0 mistake® by puiting oo moch f&ith inothe ability of the free market w police kself
and protect shaschalder

Federal oversaght bodees utterly fiiled in their duty do protect the life savings of millans of
Amwricans and the Tinancial sysiem sl And becauss of their Bilee, our poversmest {lixderal,
stabe and focal) and mdividuals are lefi o pick wp the pieces—as evadenced by the 27040 hillion
Wall Strevit rescue packnpe that Congress was foroed o pass.
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Hew thve Crisls is Impacting S4otes

She goveniments, just like peerage Americans, have sallered as resull of e fibee of our
malial regakilory sysderm Tax revemies bave plummeied sol eoomamie growih Bas slagnatal
Arcording to the Center on Budget and Policy Prionities. at kast 3% sabes are camrently
experiencing fscal distress. Twendyenine sates closed budget shantfalls of 548 billion in
cracing ther QMW budgets. Since, ol least 27 sigies are expenencing mid-year budger shorifalls
For FYUR, istaleg 5123 Billioe and the projecied shomntall for FYO1 s ST hilkon,

Mow Work State s no excephion. I fact. the chalkenges we face are perhaps mare aoate than any
other simle given thal Wall Strest seocuns o twemy peroent of our stabe oy reverass. The New
iork securities indusary Fas regorted $400.% billion in losses in the last fowr quaners, Even in the
Four qpuartens lodkwing Sepiember |1, 2000, thesd: Nrie posted & cumuolalng prold of 554
ballion,. W are pivw projecting That Wall Strait benoses will diecling by 43 perdenl, or 5207
ballion, this year, and that capital pains on the sale of stocks and other msets will decline by 35
percen, or 38 hillion

Mew Yook s hroader coomomy, like those in states ssoumd the netion, = ales Amggling, Lea
munth, unermploymant in our stale resched 5 8% the bighest kevel inmone than fivar yzan. We
pruject that aver |0 Mew Yorkers will lose their jobs during the current downium and
unemploverent will repch &4 percem in 2006

Thare s e ol we arg currendly in o Stanewale reecssian., And i hislosy 1= any goidi, (kg
rocisgin will he mons sevens amnd longer bisting in Mese York State than it & in the miionas a
whole. Indeed, the last fve U% recessions lasted an average of 11 months compared 1o 15-
moaihs in Mew Yok,

Recowrd Delicits and Now York™s Response

¥esienday, [ announced that over the next four years Mew York Stafe will have o close a
staggering %47 hillion defich - the largest inour hisiory. Mext vear's $12.3 billion budget gap
aliang represens more than 25 percent of our General Fand

The magnitude of this fiscal crisis will reguire siste governments 10 make significant spending.
redoctiors. When | took office seven montks ago, | immedintely began this process. | have
alrendy worked with the Mew York Scate Legislatune oo make nearly 52 billion in reductions o
thia year's stase budgel, 1 heae sba seked the Susie Legs et e 1o parnes with me and find 52
Ballions mn addiimal savirgs al & specil sgssaen in Moveenber, Aand when §deliver nest year's
budget, 1 will proposz the larpest spending reductions in siaie history. Funding for many worthy
programe, severall of which | personally support, will kave 1o be curtailed dramasically. This is
et something | want oo o, b i st be done.

i Gaovernors gan anly vl s much bofirg w begin o jeopardios cor fundamental
respansibilities 1o oor constiluems. The reductions pecessary to close these massive deficils wall
Ermpact the very core of whal we do &s sintes - protecting the public’s safety, providing health

LB
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care for the most vulnerable, educating our children, caring for the needy. meeiimg the energy
needs of our constiluents, maintainisg our infresirectune, and investing in oer eoomoay.

Uhniietsmsatily, (B cmunl irony is that at the time whan citizens meed their state povernments (e
mask, simle governments ane |east equipped to help them because of plummeing revenues.
History shows that during economic dowmurms, Modicaid and Human Services cascloads will
iivereisad dramdlically, The Camrend facal erisis woill alsa bspic our ghility o make key
investmarnts i infrastructure and job onzation that ane needied S0 holpoas cmergo from this
recession and stimulate long-lerm economas: growth,

Wharn slates are hufing, our natiomnal economy salTers. Slale povernmaenis ane engings ol bath
ooonomix and social progness. They are a key source of job crmabon in this country, through aid
fior samall businesses, incentives for econome: investment, and workfiorce development programs.

Likenise, investmonts ol 1ho slate kvl botk expamd our mitoeal 1ax base aml lower entitlement
pressures on the federal budget. For example. the innovative Federal Siate Healibh Beform
Fartnership {F-5HREF} prograen provides federal assisinnce 1o reform our health core indusery and
1 deliver mane cost effective services, which saves maney Tor both kesels of gavernment

A&n invesiment in sabe governments is an invesimen i the heakh of both our overall econoommy
o the federa] badget. And, wivile | ncknowledge that the federnl govemenent & facing fiscal
diffszulties of e osn fght nos, 1 subiist that avokling the leng-lerm adverss consequescess of
failing 1o id stale povommaents greatly oulweighs amy shari-term financial cosis.

Meireet Fiscal Reliel i Srales

In dealing with the current fiscal erisis, Mew York and other stiies are holding up ther end of the
hargain by reducing spending n o proaciive and responsible manner. Bul we also need & pariner

in the federal geaernmen, Mo single setion eoskd re-cstablsh thar pesteership mere quickly than
fizr Cimgzriss. b puiss an ceoioeis =1imuobes bill B forg ol adgosems For this year,

There are a number of impontong iniviatives that should be included in any final negotimed
pikage, aich s money foe mfrastne e improverenta, greater uncmployiment benefits, and a
lempirary increase in food stamp subsidies, Bl thene is an ceential ilom (Ba) rises o the log ol
the priority list zhead of all others.

At G opes hemsive oo acondime fimilis package, sty medd dine amd
irmweeaise ffncal retfer 1o help close their massnve budget deficits. The failure of our fdeml
regulalony system has caused oo many nsecen hystanders go suffer. And now, Woshinglon
e b st up and help staes pldneee o prohlem That wae not ol thetr own I||-ﬂ||'lE- Just like
thit Francial services indostry, wa need & partner in the federal povernmant in arder o holp stave
off an impending calanyity and stabilize our fiscal condition.

Mluch ol the goosd thal wioald b done through proposaks like eapanding uee mplosment or Tood
stamp benefits wonld be undome i states do not neceive neceeary fedeml budget relief. Siote
govemmenis like Mew Yaork are o the from lines of service delivery for cur citizens for
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programs like Meodicaid, TANF, and other socizl services. The resulis of federal inaction could
ke devastating in every comer oF car nation. We would be giving with oee hand and taking with
the sther,

Furthermone, most sinte budgets dedicate a substantial amount of resources i lecal e=isiance
payments bo municipalities. In Mew York, seventy percent of our budgel goes 1o local assisiance.
Massive sudiden redisciions in state hudgess will reverberate serass all levels of govermment fram
Uhe Earpest cities T the smlicst school disiricts,

‘While all states are hurling and deserve sappon from the foderal govermnment, | think it is
wciisbe il on e W iole 1hel Mew Yaork fices uniges clncumstsces with regec oo this orsis,
Firal, woi are al B cpicenter of the erisis on Wall Sieeet, amd the Bilure o lnancial inslfulanms
Fmpacts aur revenues and wnemplaymen sktuation more than any otfer stae. Just as affer 9001,
we are asking the federnl govemment fo come wo our assstance in & time of emergency, Scoomd,
Mew York has heen shomehimged for vears when 0 comes o g om Wishingios In 2007
alone, Wew York sest 56,9 billion e to the federal gosersment in lases thas 8@ reecived @
return — again, moee than any other stabe.

Stae: fiscal rebief s mosl eflectively and eificiemiy provated throdgh o 1emporary increass in the
Fadiral Medmaid Assistarcs Porcontage (FRMAF) and cmiergeney Black granl fumding. To Blp
syppaort exscalating Medicaid costs, a temporry FMAP federal reimbaoreement rate increase of at
feasi 3 percent should ke provided through federal fiscal yvear 2011 o staies hardest hi by ihe
CUrTEnl Coomamic crigs. Mol we sk th Coegress sgaim provude cmergensy Bk grant

T g B0 alalcs ds il dud w 2000, wiieks wall allow us o prssere § brsad ami ol ciacnlial
=rVices.

1 firmly Beliewe that i it ok anly teek tae weeks Tor the federal gevernment te find 5700

Fl izt sl lare. o bl vl Wall Soncet sl Bank eaccutives (Fal Brought oo finemesl system o
brink of vollapse. them we ought 8o be able fo find o frection of that amoum o kelp preserve
essemial services af the stale kevel that will help 5t up Americans oul of poverty, expand
cpporuniy for the middle class, and protect our econamic ficone,

Staters alidn't cavse this crisis and we shouldn™ b left fo deal with it abone. [ ave no dhaoice but
to glose the massive deficits | inhonbed, It is simphy a guestion of bow, A rescue package from
the federal government will help soften the blow for verage Amencans. B eoukd make the
difference between targebad, surgical speideeg reductions that will help heal oar fiscal comdaion
anid massive e woide-ramgzing culs thal will caase mrarable damage to millions of familics.

Crthier Viesl Indbistives 1o Stimalate the Ecsnnmy

Whilee stahiltizsg the lseal conditnen ol it goseriments (s o insmnadale imgssriance, v e
rightly recognized that there are ether eritical components that must be included in any new
stimubus ar recovery package. 'We muest also rebwild our ging infrastruciure and provide direc
reliel o citizens wha Bave been hardes hit by this economic downturn.



Inﬂ'u'lruu.'urc r.pe'n:lln,g |r.|:|-u|:nl'1h-t masl u'p:.rr.mt imvestments e federnl g_umrlm:m can
itk dumwig an ceonemic Sowpburm as il Fas e dual berefil ol moedemismg our mlem's
detenormting infrastrocture while als stimulating the economy through job creation. In faci,
aralysis estimaie thai for every §1 ballion mvesied in transporimion projecis, approximaiely
A5, TN b are ereated,

The American Associmtion of Stabe Highway and Trarsportation Gificialk { AASHTE)
etimates tha there are over 3000 transponation projects inoover forly siales worth maone
than S T8 mllion ‘an the shell) waiing 1o be sded. In Mew Yok, with an addionsl 5410
million i fundisg. we caukd put people 1o work immedistely an over 40 haghaay, ramsit and
rail projects that are shovel-ready.

The conservalive eosl cslarabe: of repairng, rephding and apdating New York's menicgal
wastewaler mirastroctore is 536.2 billion ower the next 20 vears. There ane 150 sepamie
projecis, with costs exceeding 34 hillion waiting for funding. 'With an sdditsonal £713 million
in Clean Water Stane Revolving Funds, Mew Yorks shase ofthe proposed 56,5 ballion
stimulus mnestment in Chean Waler Stale Revolving Fands we can protec! amd improve the
water quality of Mew York State and put pecphe to work oo 58 wastewaler progects this year.

I is sporisst e nide than stale e comdiions have deterkarated i the potnl where any
fiederal dullars roceived for infrastruciure progects must be free from state maiching fund
requirements. States bave already reprogrammed and repriontized 1o point where there s
shiwiply nathaeg IR in the baadger for the current fseal ywear.

The fimancizl crises hax alss forced posemors and legiskitures 1o explare new ways 1o finance
mred dlefliver infrastreciure projects and effectively make bong-term capaal investmenis. Some
states have already made hand declsioss to incvesss wlls ad Implement congesion pricing.
In Bew York, | recenly sagned an excomive onder o eaahlish a Stale Commissaen on At
Mlaximization o study polential publicsprivase parinerships. The Commission will examine
tha rabe of PPPs and consider whether this model con benefi Mew York State. B will also
cnaimme whether any sapecidic siale sects, such as (he molli-hillwsn dallar replacenent T the
Tappan £ee Bridge, ane sustable candadales for such partnerships.

[ would abso like o ke & mement 0 remssed the members of this conmnitiee and Congress
bl 1B only pocten o B post-W 11 rearvery package which the lixkera) povarmmient
promisx Mew York bui has nol yel received - the proposal (o sasset the existing 32 hillion
Mew York Liberty Zoee tax provisions, and instead provide tax credits which the Sime and
City of Mew Yok will uee 1o fund infrastructine projesis with & connection e Lower
Manhatian. This provision has boon mcluded in e Prosident™s budget year affor vear, and it
hz= been included in multiple picces of legislation that kave passed both the louse ad
Senmie maone han ance. Somehow, though, it bas not vel found s way ino a ball that his
ultimsely heen sipned into bw, This & nal osly a iremendously high prioi for me, b
also for Mayor Bloombery and all New Yorkers, |ask vou to follow through on this promise
1o Mew Yok



. AT Th. cufTenl EL-"L' p-mnnm. which
h:lv:!kdﬁ:ﬂ m]ul}'ﬁ.m:pmﬂd:: 13 wrck;nd'h-rmfl:hu laid-off workers after they
exhaust 26 weeks of regular Unemployment Insurence benefiis.  In Mew York Siate, we
project that LMK laid-off workers will exhaust 15 weeks of ELC henefits by the end of this
calendar yess,

Caongress should prowvide for an additional 7 wocks of emomgency benefits afier the 13 wedks
of EUC benefits. Stedies reverl that for esch dollar in cost, an extension of unemployment
beneflts generates $1.64 o 5173 in increased sctivity, The Congressiona] Budget Offies
aprees: la repor on ehorl-1erm eommamic slirmali found tha extendeg wempksement
binehits is amang B most cost-efTactive, polenl, ol lemporry seps tal Congness can take
b0 UM P=S1ar ur oomamy.

Addivkonelly, & Congress gets 52t o coesiler & ivader cooanenie reenvery package It rst
bk weted b0 close the pape in ke onesmployment insursnce systcm, Me, Chanrman, |
commamd you for your Unemploymaent Insurance Moderniztion Act propesal, which would
kelp close this gap by making am estimated Ealf-million more kew-wage and pari-ieme
wirkers eligible for unemployment bemefits. 1t ties distribution of funds 1o various changes
o At w10 Broaden eligisliny for unempboyment insursnee henclite. This coild resull m
ot SHH millson e Mew York Stabe over Che nexd five vears, This 15 o eritical imgertancs
ta oy slate and many otkers.

= Temporary boest in funding for the Focd Stamp program. As the econommy declines, more
and more Americans ane strugglieg to feed their famibies. In Mew York, demasd for food
nssistance New York bas incressed by 310 percent statewide over the st vear. Theough our
Warking Families Food Stamng Inisgive, we have enrolled aver 1Y IMHY new (emilaes o che
Favond Starmp program. In these diffs ol eoonomic mes, the lederal governmont must acl
swifily to help our most vulserable families by providing a tlempaorary inorease infood stamp
bensfits.

= Mdormorium on gderal reguletions thal barm sinic badgels. At & time when siales s 50
desperniely in nesd of fiscal relief, the kst thing we can afford & onernus faderal regulations
chat curtall extsting avensss of federal suppon for enitieal serviees, Une sach regubition is
the Cutpatient Huospital Clinic regulaios that was inappropristely promulgaied by the Center
for Medicare and Medicaid Services (CMS) This regulbition woabd nesirict over 5450
miillio in Fedemal funding b catpatient services to Mew York Sime alone.  This regulation
showakd he placed under maralesium in the stimulaes packnge.

Conclesion

Last week, Federal Beserve Chairman Ben Bermanke expressed his suppon for a second fedemal
sthmiilus package, Chalrmen Bemanks petal that this congressional effom should b simed al
“redresaing specilic Bctors that hasve the paotential 1o extend or Seepen the axonoime slovidown,”
1 an tell you, most assuredly, that the large budget gaps facing Mow York and ofher staies, and
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thoir impact on vital services, are just such o Bctor. Unless states receive fiscal rolief, | boliove
the goal of stabilizing the econamy canned be achieved.

| kmonw that wee can paniner ingether 1o help ensure thet, despate the challenges that lie nhead.
alales Blee Wew York can help preseryve essenial Tusciiong of govemnmmenl, grow dur eornty,
cig=ibg jaha 1oF avesage AET ek, aivl ¢itberpe Bnoemn 1 GRisis Svem slriger BEn Befne

D apain, | thank you for the eppafunity e provide o stabe perspective oo thesg impofand
issues, and | weleome vour questions.

———

Chairman RANGEL. It is my pleasure to invite and recognize
Mr. Sanford. I know, with your experience in the House, that you
recognize how important it is going to be for our Governors and
even our Mayors to bring together their congressional delegations
and to try to show how important in a bipartisan way that this
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Congress has to come back and ease the pain of your constituents,
which is the backbone of everything that we want to do for our
great country. But, as Mr. McCrery has said, we are going to need
your help to make certain that it 1s a package in which the Presi-
dent is willing to sign.

I now recognize Mr. Sanford. It is good to see you back in your
old House.

STATEMENT OF THE HONORABLE MARK SANFORD,
GOVERNOR OF SOUTH CAROLINA

Mr. SANFORD. It is a pleasure to be back, sir.

Chairman Rangel, Congressman McCrery and former colleagues,
thank you indeed for the chance to testify. I very much appreciate
it.

I have a longer set of prepared remarks, written testimony that
I would like to submit for the record

Chairman RANGEL. Without objection.

Mr. SANFORD [continuing]. That more substantively goes to the
points that you raised in your opening comments, Mr. Chairman.

But in the interest of time, since I have only got 5 minutes, let
me boil down what those comments say. What they say is I very
much admire the intentions of the Committee, but I am here to re-
spectfully beg of this Committee not to approve a $150 billion stim-
ulus package going forward, for the unintended consequences that
I think it would bring to my home State of South Carolina, to all
States, to the Nation as a whole. For that matter, to my boys, you
all’s grandkids, and your kids. I would say that really I guess tied
to five different points.

I would say, one, if you go ahead with this, the question I think
ultimately has to be asked: Who bails out the bailout? I raise that
point because we need to remember we are not talking about tak-
ing money out of a bank. In this case, we are talking about bor-
rowing more money from Social Security, borrowing more money
from Medicare, borrowing indeed money from our kids and
grandkids, borrowing more money from the Chinese, where we
have already borrowed approximately $500 billion worth. I think
that there is some irony in borrowing more to deal with a problem
that was ultimately created by excessive borrowing. I think that
there are a lot of different ways that you could get at this.

Probably one of the simplest would be a conversation that I had
a couple months ago with David Walker, who is the past Comp-
troller General of the United States of America. He left that post
to join up with Warren Buffet and a variety of others in a group
trying to raise awareness of the problem going forward in the accu-
mulated $52 trillion worth of liability this country has. I said, why
are you going? He says, “As I see it, we only have about 10 years,
and after that it is a pure math trap with regard to what comes
next.” He likened it to fiscal child abuse.

I have a chart here. This is not a reading test for you, Chairman
Rangel, but it gets to the point that the numbers have been rising
rapidly. We are now at about $52 trillion of unpaid-for political
promises, and I think the idea of adding more borrowing at this
time would be problematic. I would submit that for the record as
well.
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Mr. SANFORD. I would secondly say, do you have to be a finan-
cial or fiscal bad guy to win these days? That is a question that
is increasingly being asked when I travel around our State. Be-
cause there are a lot of folks that had question marks, real prob-
lems, with the bailout of Wall Street, among them, for instance,
community bankers. What they say is, we lived by the rules, we
were careful in our underwriting process, we looked very carefully
at the credit, and yet the banks that didn’t do that are the ones
that are getting Federal aid; and, in fact, they are going to have
competitive advantage against me as a local community bank
based on the unintended consequence that came with this help.

The same is being said at a more local level. You know, Amity
Shlaes wrote a book called The Forgotten Man, talking about that
forgotten man in the Great Depression who was just struggling to
survive; and a lot of folks are telling me, I feel like that forgotten
man. I didn’t buy too much house, I didn’t take on too much mort-
gage, and yet the person across the street that did is the person
being rewarded. At the State level, that same phenomenon exists.

I have two more charts that I would submit here for the record.

[The information follows:]
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Top Ten Spending States
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Mr. SANFORD. This is growth in spending, the blue line being
Federal Government, the red line being States. The irony here is,
as many people who oftentimes complain about the fiscal irrespon-
sibility of the Federal Government, in fact the only group that has
been more fiscally irresponsible in fact have been States, because
States have grown at a higher rate of growth in terms of spending
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than the Federal Government has over that last 15 years. That is
the average look.

If you were to look on a State-by-State basis, just to give you an
example of what I am talking about, over the last 10 years, the
Federal Government has grown by 77 percent. If you contrast that,
for instance, Wyoming. Wyoming has grown by 250 percent, their
State Government. Alaska has grown by 143 percent, roughly dou-
ble that of the Federal Government. California, that is asking for
help, grew by 95 percent, again, well ahead of the growth rate of
the Federal Government.

So, again, I think that there are some unintended consequences
that come to the States that have been more fiscally prudent if we
bail out those that haven’t been such on that front.

Thirdly, I would point to and I will mercifully spare you another
reading test or chart—Herb Stein, who once said that if something
won’t go on forever, it will stop. Fairly profound, fairly simple. If
you think about, for instance, a Federal-State program like Med-
icaid, it has grown on average across all States in this country at
9.5 percent over the last 10 years, 9.5 percent every year. It doesn’t
take a rocket scientist to know that if you grow one program at 9.5
percent and the underlying economy is growing by about 3 percent,
you are going to have problems come sometime down the road.

We are going to have to make reforms and changes to any num-
ber of these Federal-State partnerships for them to be sustainable.
If we simply add more money at this time and in essence bail out
what are in some cases unsustainable programs, I think that we
end up with real problems down the road.

Fourthly, I would say, remember the cows. I am not talking
about cows in your congressional district or in my State, but I am
going back to Pharaoh’s dream there in the Bible that was inter-
preted. As you may remember there were seven fat cows coming
out of the Nile and there were seven skinny cows coming out of the
Nile. As long as history has been around, there has been an up and
down cycle to times of feast and times of famine. I think that what
we have got to remember here in this case, when times are good,
people generally get ahead of themselves.

Debt and liabilities have grown at five times GDP over the last
25 years. What we have done as a country is to say, rightfully—
and, again, I admire the intent of the Committee and the intent of
the Congress—we want to do something about that. If you add up
all the different bailouts and pieces of economic stimulus over the
last year, it adds up to roughly $2.3 trillion, about $21,000 per
household. Yet we are still where we are. The question I think that
has to be asked is would another $150 billion make the difference
on what comes next? I would submit this chart for the record as
well. What it shows is $150 billion of stimulus is one-fifth of 1 per-
cent of world GDP.

[The information follows:]
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A Small Drop in a Large Bucket
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Mr. SANFORD. We are now dealing with a global issue, a global
problem based on what has happened to the credit and financial
markets. It has rippled into every one of our main streets and
hometowns. But we need to remember that the overall global econ-
omy is $67 trillion; the U.S. economy is $14 trillion. And $150 bil-
lion, when we have already submitted $2.3 trillion to try and effect
change on this front, I don’t think at the end of the day will be
enough.

Fifthly, I would finally say—and I just might add one point on
that. The fact that it won’t be enough I think is telling in bank de-
posits. If you were to look at July 2 of this year, banks held $14
billion in deposits in balance with the Federal Reserve. October 1
of this year, they hold $167 billion in balances there at the Federal
Reserve. So, in fact, though a lot of money has been put on the
street, in fact given the nature of man, given the history of cycles,
at times people are going to slow up regardless of how much money
you put into the system.

Finally, I would simply say this. Would you give the soldier the
keys? I would say this to you very specifically, Chairman Rangel.
If you think about your service to the United States military, it
was none other than heroic back in the Korean war. You earned
a Purple Heart in service for your country. I think that what you
know in seeing that process unfold is that, regardless of the train-
ing, regardless of the length of training, at some point at the
training’s end you have got to give the keys to that sailor, the sol-
dier, the airman, the Marine. At a Federal-State level we don’t do
that. There are a lot of States out there still with training wheels
based on Federal mandates.
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So, what I would submit to you is that there is something that
can be done that would be very helpful to every State, and that is
tied to unfunded mandates.

We looked up the number in South Carolina. We have a total of
about $428 million each year that we deal with in our budget proc-
ess that are tied to Federal unfunded mandates. If you were look-
ing to help States, one of the ways that I think would make the
biggest difference is either to free us or to fund those unfunded
mandates.

Those would be my quick thoughts within the 5-minute context
that I have got. Thank you, sir.

Chairman RANGEL. Thank you.

[The prepared statement of Governor Sanford follows:]

Statement of The Honorable Mark Sanford, Governor,
State of South Carolina

Chairman Rangel, Congressman McCrery and Members of the Committee, I
thank you for this chance to testify before your Committee.

I'm here to beg of you not to approve or advance the contemplated $150 billion
stimulus package for the effects that it would ultimately have in the state that I
represent, and in turn, all states across the country and the nation as a whole. I
applaud the sentiment behind it and your intentions in trying to help the American
public given the enormity of the financial collapse before us, and I understand the
supportive position staked out by many of my fellow governors by letter from the
National Governors Association this Monday as well. Still, I feel it’s incumbent upon
me to stand up and speak now, or perhaps forever hold my peace—and with the
greatest respect I'd submit that I don’t think this is the course to be taken.

I’d ask that you, as leaders at this crucial juncture in our nation’s story, do three
things: one, recognize that the current avalanche of bad news can be traced back
several years to oftentimes poor financial decisions that snowballed out of control;
two, consider that this $150 billion salve may in fact further infect our economy
with unnecessary Government influence and unintended fiscal consequences; and
three, accept that there may be better routes to recovery than a blanket bailout, in-
cluding offering states like mine more in the way of flexibility and freedom from
Federal mandates instead of a bag of money with strings attached.

First, the situation we’re now in did not develop overnight, and in the same way
it won’t be cured by morning. As the old saying goes, the first step to getting out
of a hole is to quit digging.

I think this certainly applies to the mountain of debt now facing our country, with
overall debt growing roughly four times the rate of Gross Domestic Product (GDP)
over the last 15 years. Our national debt is now over $10 trillion—more than $4
trillion higher than when I left Congress at the end of 2000. We’re spending more
paying interest on this debt (roughly $20 billion monthly) than we are on the War
in Iraq (around $12 billion). Add to all this last month’s timely illustration of Times
Square’s National Debt Clock actually running out of spaces as the debt passed $10
trillion. No need to worry: a new clock is being made with room for a quadrillion
dollars of debt—that’s a million billion dollars, or a “1” with 15 zeros. I have a feel-
ing we’ll be using those extra digits sooner rather than later, given that Government
spending has grown 57 percent ($1.2 trillion) this decade alone.

In fact, if this $150 billion stimulus package is passed, this year’s budget deficit
could top $1 trillion—adding to the over $10 trillion national debt and making it
70 percent of a roughly $14 trillion economy. That would be the highest level since
the early 1950s when the nation was still paying down the accumulated costs of
World War II. But back then there weren’t trillions of dollars in unfunded liabilities
linked to Social Security and Medicare hiding off the balance sheet.

Common sense voices from both sides of the aisle are raising red flags about our
national deficit, the debt and these unfunded liabilities. Warren Buffet, Pete Peter-
son and Former United States Comptroller General David Walker were featured in
a recent documentary called “I.0.U.S.A.” Their point is that we have over $52 tril-
lion in contingent liability, amounting to a roughly $450,000 invisible mortgage
hanging over the head of each and every American family. Walker comments that
we're simply “charging the national credit card . . . [it’s] more of the same, just in
larger numbers.”
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We’ve never before in the history of our republic faced the kind of unfunded liabil-
ities that we do now. I believe that some time in the not so distant future we’re
going to reach a breaking point when that $52 trillion will come due, and that our
potential inability to pay will have frightening ramifications by either completely
trashing the value of the dollar or creating hyperinflation which robs from every
middle class worker across America.

Global equities have lost more than $10 trillion in value just in October—and
global GDP growth projections for 2008 are being ratcheted down from essentially
2 percent to 1 percent by the World Bank.

But this economic storm was in part predictable, even if it wasn’t completely pre-
ventable, for the simple reason that gravity always works. In other words, what
goes up must come down. One could go as far back as Biblical times and look at
the passage of the seven fat and seven skinny cows coming out of the Nile in Phar-
aoh’s dream to remember that this notion of business cycles, credit cycles, the up
and down of the economy, is one of the constants in history. The housing bubble
is a case in point. According to the Case-Schiller home index, we’ve seen a decade
long 235 percent run up in housing prices, from 79.6 in 1996 to a peak of 188.6 in
2006. Prices have since come down more than 20 percent to around 150. Experts
warn that there’s more downside on the horizon, with the median new home price
this September dropping over 9 percent from September 2007 to $218,400, the low-
est in four years.

Second, I'd ask you as political decision-makers in an overwhelmingly economic
crisis to take the Hippocratic Oath and pledge to “do no [more] harm.” I believe the
macroeconomic forces at work will hardly be slowed by an additional $150 billion,
and I’d strongly urge against further tampering with what in principle should be
a free-market economy.

Economist Arthur Laffer put it well in Monday’s Wall Street Journal when he
said, “Whenever the Government bails someone out of trouble, they always put
someone into trouble . . . Every $100 billion in bailout requires at least $130 billion
in taxes, where the $30 billion extra is the cost of getting Government involved.”

Simply throwing money into the marketplace in the hope that something positive
will happen ignores the fact that the Government has already put over $2 trillion
into the system this year using various bailouts and stimulus packages: including
$168 million in direct taxpayer rebates this past Spring; an $850 billion bailout last
month that cost more than we spend on defense or Social Security or Medicaid and
Medicare annually; and myriad loans and partial nationalizations of institutions
like Freddie Mac and Fannie Mae, JPMorgan Chase, Bear Sterns and AIG. This
doesn’t even include the arguably most effective form of stimulus the country has
seen over the past year, a market-based infusion of over $125 billion into the econ-
omy and taxpayers’ wallets caused by falling oil prices and subsequently lower
prices at the pump.

This year’s $2 trillion plus in bailouts and handouts seems that much more mo-
mentous when you consider that Federal tax revenues last year were only $2.57 tril-
lion. Simple math demands we ask ourselves if $2 trillion did not ward off the crisis
in confidence we're currently experiencing, then how much can $150 billion more
help? Especially since we're dealing with a $14 trillion economy and a larger $67
trillion world economy, meaning that this shot in the arm represents merely one-
fifth of one percent of the world economy.

I believe no matter what amount of money is thrown at the consumer, individuals
and businesses will likely choose to wait to make their purchases or investments.
People simply don’t buy as much and as frequently when their savings are shrink-
ing and their household equity is sinking. In fact, Americans’ disposable income fell
over 1 percent to just over $10,700 in July of this year, which consequently hurts
demand and thus slows growth. That’s no small problem in a consumer-driven econ-
omy, with Washington Post columnist George Will observing that Americans decided
it was “more fun to budget like Government does, matching spending to appetites.”
Will also elaborates on Americans’ trend away from personal savings—pointing out
that we saved a dime of every dollar of disposable income in the 1980s, a nickel
in the 1990s, and in 2004, the savings rate went negative.

Aside from the reality that $150 billion pales in comparison to the size and scope
of what’s before us—and therefore would have little impact—I think that there is
a much more pressing, and personal to my current position, reason that this is not
the best direction.

Essentially, you'd be transferring taxpayer dollars out of the frying pan—the Fed-
eral Government—and into the fire—the states themselves. I think this stimulus
would exacerbate the clearly unsustainable spending trends of states, which has
gone up 124 percent over the past 10 years versus Federal Government spending
growth of 83 percent. It would also dangerously encourage even more growth in gov-
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ernmental programs like Medicaid, which in state budgets across the nation already
grew 9.5 percent per year over the last decade—certainly unsustainable in our state.
Moreover, the United States Department of Health and Human Services just last
week projected that spending on Medicaid will grow at an average annual rate of
7.9 percent over the next 10 years—and possibly faster if this stimulus package
passes. State debt across the country has also increased by 95 percent over the past
decade. In fact, on average every American citizen is on the hook for $1,200 more
in state debt than we were 10 years ago.

There seems to be no consequence, and indeed a reward, for unsustainable spend-
ing growth by states. In effect, sending $150 billion more to states would produce
another layer of moral hazard—already laid bare at the corporate, individual and
Federal levels in recent years. Corporations like CountryWide overleveraged their
resources on risky loans as American banks increased their stake in subprime mort-
gages from only 5 percent in 1994 to roughly 20 percent in 2004. At the individual
level, some people bit off more mortgage than they could chew, with Americans’
house price-to-income ratio jumping from 4-to-1 (where it had hovered for 30 years)
to 8-to-1 in 2006, and over 40 percent of first-time homebuyers in 2004 not making
any down payment at all. Nationally, the Federal Government stepped in and of-
fered a solution that presented more risks than the problem it addressed: namely,
not allowing certain companies, and even certain citizens, to fail. Yet capitalism was
and is predicated on this idea of risk, and the chance for success and failure.

Bloomberg News columnist and author of The Forgotten Man Amity Shlaes points
out that the taxpayer is the forgotten man in this equation—and you and I and all
our constituents are put on the hook for more and more liabilities, many of which
will certainly be passed onto our kids and their kids after them. On both a rhetor-
ical and practical level, I'd ask you what happens when the Federal Government,
indeed our nation, needs a bailout? Who bails out those who’ve bailed out everyone
else?

Third and finally, I believe there are far better paths, albeit some less traveled
by, to take than going and borrowing more money from the Chinese—whom we owe
over an estimated $1.3 trillion plus already—to spend even more taxpayer dollars
in a desperate attempt to catalyze a souring economy.

First among these preferable paths would be giving states relief from unfunded
mandates—which have cost the fifty states $131 billion over the last four years, and
my home state specifically around $500 million. These mandates include Real ID
with its long-term $10 billion price tag for states, increasing the minimum wage
costing states $200 million this year, No Child Left Behind’s $12.3 billion burden
this year, regulations related to prescription drug plans that will cost states $95
million in 2010, bio-terrorism upgrades costing $167 million this year, and reduc-
tions in Federal Food Stamp funding costing states $200—300 million annually.

My home state of South Carolina has not been immune to these national and
global economic struggles. Still, last year alone we had over $4 billion in capital in-
vestment and are on pace for better than that this year. We've seen 147,000 more
people start work since I took office in 2003, and we rank 15th in the nation in em-
ployment growth in that same time frame—well ahead of many states with lower
unemployment rates, including Maryland, Massachusetts and New York. So while
there are certainly opportunities for improvement from infrastructure to education
in the state I represent, I'll make clear once again that federally-restricted money
from Washington D.C. isn’t the panacea I think some portray it to be.

In short, 'd ask Members of the Committee to simply give the states more free-
dom. Give us more flexibility. Give us more in the way of control over the dollars
we already have and less in the way of costs. Give us more options, not more money
with Federal strings attached.

Aurthur Laffer said that “whenever people make decisions when they are pan-
icked, the consequences are rarely pretty.” If in fact this Committee has already suc-
cumbed to the financial panic of those pursuing a sensationalist story or increased
governmental intervention, then, in closing, I beg of you: do not distribute this $150
billion into the economy only via the states, large corporations or another Federal
bailout. Give it back to the taxpayers.

Thank you for this opportunity to offer my humble perspective as it relates to the
financial storm we find ourselves in, and the proposed stimulus package you may
soon consider. Again, I appreciate your time and wish you all the best as you face
the difficult task before you. I will be happy to answer any questions you have.

——



24

Chairman RANGEL. Before I recognize Mayor Palmer, could I
ask you, Governor, whether you supported the efforts of the Presi-
dent and the Congress in rescuing the $700 billion problem faced
by our financial institutions?

Mr. SANFORD. I apologize. We were being neighborly as fellow
governors; I didn’t hear the first part of the question.

Chairman RANGEL. Recently, the President asked and the Con-
gress complied with a $700 billion rescue bailout, whatever. Did
you support that effort?

Mr. SANFORD. I did not.

Chairman RANGEL. Let me now recognize the Mayor of Tren-
ton, the former Chairman of the Conference of Mayors. Governors
can go to their mansions in the capitals and the Congress can stay
here in Washington, but the Mayors really can’t get away from
Main Street. That is the kind of pain that America is really feeling.
I hope you share your views from the Conference of Mayors as well
as from the people of Trenton with us.

STATEMENT OF THE HONORABLE DOUGLAS PALMER, MAYOR,
CITY OF TRENTON, NEW JERSEY

Mr. PALMER. Thank you, Mr. Chairman. It is always a pleasure
to see you. A lot of times you are with my godfather, Mayor Dave
Dinkins of New York. It is very nice to be here. To all Members
of Congress, and especially good to see a former Mayor, my dear
friend from Patterson, New Jersey, Congressman Pascrell.

I am Douglas H. Palmer of Trenton and the immediate past
president of the United States Conference of Mayors. It is always
good to be here with my good friend, Governor Paterson, too, and
just meeting the Governor from South Carolina.

I also want to commend you for your leadership of one of the
most important Committees in Congress and your longstanding
support of local government. I have more on the record that I will
present, and I will try to be succinct and brief.

I am a little impressed by the two Governors that could quote
from authors and all those things. I am just a Mayor. I can—but
I do want to say, in the words of that great poet John Lennon of
the Beatles, I say, “Help. I need somebody. Not just anybody.” In
the words of Jack Nicholson, who said, “The truth, you can’t handle
the truth.”

Well, the truth is that American cities are hurting. The truth is
that when you talk about Main Street, we are the Mayors of Main
Street.

The fiscal condition of cities has declined significantly since 2007,
according to the city fiscal condition survey. It is important. Unlike
as you mentioned, Mr. Chairman, unlike the Federal Government,
local governments cannot carry a deficit from 1 year to the next.
We are required by law to spend no more than we receive in reve-
nues. As a result, many cities are taking drastic steps to balance
their budgets, and I just want to provide you with a few examples.
I think of Governor Paterson’s talk about the State of New York.
I won’t go into what Mayor Bloomberg is doing, but I will just talk
about my city, Trenton, the State capitol.
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The financial meltdown and the domino effect that has occurred
in other sectors is certainly having a profound effect on the city of
Trenton, as well as many other urban municipalities.

Almost one-third of our 7.5 square miles is owned by the State
of New Jersey. Almost 53 percent of all properties are tax exempt.
We rely heavily upon State aid to supplement our budget.

To make matters worse, the State of New Jersey is in a fiscal cri-
sis. Our Governor Corzine is testifying in the Rayburn building
right now. The State will have a $4 billion deficit next fiscal year,
which will translate into a $4.6 million reduction in State aid in
my city.

In sum, our city’s budget deficit right now is $25.8 million. We
are doing many things to close the gap. We instituted a major
workforce reduction plan, which includes layoffs, demotions, the
elimination of most personnel vacancies including 16 police officer
and 13 firefighter vacancies, and the demotion of 13 fire captains.
In all, we will be eliminating over 10 percent of the workforce. This
will reduce budget appropriations by $7.4 million. But we still have
to close the remaining 18.8 million shortfall. If the city cannot find
a way to close this gap, the tax rates will increase by 43 percent.

In summary, Mr. Chairman, the economic meltdown sweeping
across our Nation and the globe threatens to subject many local
governments to budget shortfalls far into the foreseeable future. It
is clear that the economy needs a shot in the arm to nurture it
back to a healthy recovery.

Now that Congress has enacted a $700 billion package to rescue
Wall Street, we strongly recommend the enactment of a Main
Street stimulus package.

Congress should take action to ensure that local governments
have access to short-term credit. Local government credit assist-
ance, we are talking about due to problems in the domestic and
global financial markets. State and local governments are finding
it increasingly difficult to access the capital markets at commonly
acceptable rates. Cities across the country are especially having dif-
ficulty selling bonds and accessing short-term credit.

We strongly recommend that Congress direct the Federal Re-
serve and the Treasury Department to work together under the
$700 billion Emergency Economic Stabilization Act to design a fa-
cility to provide a funding backstop to the State and municipal
Government debt market similar to the recently announced pro-
gram for commercial paper. Without such action, States and mu-
nicipalities will face ever increasing costs to manage their short-
term debt.

I just want to go over a few quick things about the U.S. Con-
ference of Mayor’s and Main Street stimulus.

We request, one, the Community Development Block Grants for
Infrastructure $10 million—$10 billion. We are asking for a $10
billion increase in CDBG to create jobs through the construction
and improvement of public facilities, streets, and neighborhood cen-
ters.

Two, the Energy Block Grant for Infrastructure and Green Jobs
for $5 billion. Congress should provide $5 billion to fund the energy
efficiency and conservation block grant to help move America to-
ward a greener economy and create millions of green jobs. I won’t
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go into all this. The Transit, Equipment, and Infrastructure. We
are urging $9 billion for that; the Highway Infrastructure, $32 bil-
lion; Airport Technology and Infrastructure, $1.5 billion; Amtrak
Infrastructure, $1.25 billion. As was mentioned, water and waste-
water infrastructure, $18.75 billion; School Modernization, $7.5 bil-
lion; Public Housing, $2.5 billion. Public Safety Jobs, we also note
it’s critically important to add $2.48 billion to that, because you
need a safe city as well.

Mr. Chairman, I note some may say, well, that is a lot of money.
It is. But I know people in my city and people across this country
need jobs. We have projects are that ready to go right now, like an
old public works project that FDR instituted, our people not only
need hope but we need resources so that we can put people back
to work and fund critical projects that help create jobs with our in-
frastructure, create economic development opportunities that will
increase jobs. The Conference of Mayors can give you lists of
projects throughout this country that could be on the ground within
a year and a half with the proper funding necessary so that we can
put people back to work and help stave off what many fear is a re-
cession that is coming. These aren’t handouts. These are opportuni-
ties for our country and our cities to move forward in a very strong
way.

I have more that will be into the record, and I am willing and
ready to answer any questions when you see fit.

Chairman RANGEL. Thank you, Mayor Palmer. Without objec-
tion, your entire testimony will be entered into the record.

[The information follows:]
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Thenk you Mr. Chaimman. | am Dougles H. Palmer, Mayor of Trenten and Emmdimo
Past President of the Usdied States Confierences of Meayors'. First let me commend you fior vour
headerstsp of one of the most important commisiess in Congress and for yoar losg-standing
support of local governmests. On bebalf of the nation®s mevess, we sre pleased that you can
onough to hald this hearing asd s focus patioeal allenlion on how the economic oriss is
impacting Amenean Gundlics s stase and local governments. We alse appreciote the
appariunity to discoss how oities seross the nation are affectad by this ereda aind will b offer &
fiw recommendations that we believe will belp crente johs aned nesbory econnmis stability.,

Ad mayams, our cilions ask us every single doy what effect will the soopomic downtum
have an their jobs, their modgages, their king-term savings, and their pission funds, Ao oo
nation, Americors heve Lost nearly BHKINHE fjod in the last nine months, Unemployment
currently siands & 4,1 penzent a1 progected 1o reach 7.5 peroent next year, Families have lost
32 irillson (20 peroent] of thitr savimgs. And according to recent peporta, fetall siles o Main
Street bave dropped 1.2 percent in Septemsber, foreshidowimg a dismsl holiday shupping sesmn,
which aocounts for approccimately 15 percent of annusl sales Tor most besinesses.

T fiscal comedition of cities has declined sigrficantly since 20007 scoonding ie The Oiy
Fispal Comainon Soervey, an anmml roport poblished in Sepptember 2008 by (he Natioml Leagus
of Cilses. The repor states that tao of every thres ciry finsmecy alficers sarveyed in 2008
reparied that their clties are kess able 10 el fiscal neads than in 2007, This compares with 70
pereeiil Basy vear who i fhar cilses wore buttor able do meet fiscol neads chan i 2008, The
Aarrs roport prsdicts o docline inoall three major sosroes of locel 1a revesiss propeny, askes, and
InooeTe Baxes.

Uniike the fedeml poversmmt, hocal govermmnomes can not carry & deficit from ane vear i
the st Wi are risqurinesd by w10 spend no mome then we reosive @ revesises, AR o resill,
memy <ities ape takmg dmstc steps to balance their udgess, Let m provide you with a few
examplis.

Trembon

Starting with my own city, the finencial mehdown, and the Senin elTect that has
oovumred in other seciors, is bavieg o profousd effiect on the City of Trenton as well as many
cither urhan monicipatities and Matn Strects throughout the counery.

Fram a Jocal perspective, Tronton is m & greater dispdvantape thas many. Mew ey
cities rely heavily upon property taxes & thes major sourss of budget revemse. Cities do not
callect sales, payroll of telecmmmunications taxes at the local level. They are all collected by the
sate, Ak the capital of Mew Ferswy, Trenton has 2 very lerge number of state, axaty, amd Tedersl
budldings, many stusted om prime property overlooking the Delawane River, We ane also a small
city land-wise. Almost one third of cur 7.5 square miles i owsed by Stste government. Almost
53 pencent of af] progerties ae (o eaginpl. We nely heavily upan State sid in supplement oy
bl gzt

! The LS. Confimenca of Wyors { L50) b e o] et orgmisiton of ciso wih popu Bssns of- 50,00 ar meor. Thars
e 1,159 mach cifien in e czanary iadwy Each city i Teprasmisd i the Conlmeace bs ib cel leciedl official, the mayer.
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Too muke matters worse, the Staie of Mew Jersey & in o liscal crigis. Loeal aid has boen
reduced sl geathennily, andd it i projected that this o will continue. I¢ is estimaied thes Wew
Jirsagy will have a 54 hilkion deficit in the next fiscall vear. This has oorsloted inte 8 %26 million
reverze reduction i State aid o us in the osrent badget vesrs, In sum, the cily™s bl deficil is
4258 mifion. As & result, we Bave instituled 3 major workforce reduction plan, which indudes
layalTs, demotions and the dimination of most personnel vacancies, inchuding 16 police officer
e 13 firefighter vecancics and the demoticn of |3 flre coaptass. 1m all, e will be eliminaling
aver 1% of the warkfores, This will ralucs budget sppropristions by £7_4 milkion, but we will
alill hevae b losaz the memanming 518.8 million shorifell. [f the oiy cannot fied o wey o close
this gap, the tax noe will inorease by 43 percent.

Adklilicsally, we ar stnaggling 1o grow our economy and property tax revenues. The
morgege and credd =S, compounded by loss of jobs and banknegwckes have resalied ina 46
pervent mmerease in forecbosure filings b the last vesr, Fumher, we lave ol bo grapmle with tho
Saate using large treces of prime property for mefacs parking. Development of these properties
wirihl pemerane millions of dollars in ressdentsal and coemmescial property inx reveroes and spur
the lncal sconomy with constnection jobs and other more permanent employment, Anilher majpos
project that will spur the lecal soonomy is the redesign of Rowte 19, o major route along the
Dietawsre River running thavugh Trenton, Thas road is slabed to be comverted from a speedway
i & bowlevand, and im 2o doing, woald join the city with ome of s most vatuabbe resources:
dirvelopable rverfront property. Federal publio works dollars woald po & long way is providing
the capitnl necessary to make this possible, crenting ok, new corstraction and now propenty to
revennes. While Trenion has been Wit Band by this crisis, many other cities bave alss been
hezavily Empeched,

Mew York

Some economists ane predictisg that Mew York amd other cities with close ties 1o the
finecial sector will probahly suflier the worst., In response 1o dwindling revemses, Mew Yaork
City Mayor Micheel Bloombeng has pushed throwsgh a series of odges cuts over the T year and
mhalf. So for the city hes cut $00 Billion from esl pears bodps, 51,3 om this vear's and 512
hillion frem next year's. These drastie seps ane being taken to close a projected budget shortfall
off 523 billieen mext vear, md shortfall of §5.2 billion end $5.1 billicn i the followieg twoe veurs.

Bracing for even further declines in revese from (he Wll S4rest melidown, Mevor
Bloomberg recently cedenad city spenciis 40 come up with another £1.5 ballion in cuts. 1f
spproveid By the Cily Cowecill, each apency will be requirsd g0 reduce its baedger by 2.5 peneent
thix vear and an sdditional § percent next veer, Thene |8 nie doubt sy critical services will
suffer. The City Depariment of Education will be cul by mors than 5580 million. And this
cofress on o of the 5180 million ¢ts in public schools last Februzry, The Police Depasimeent
iklget will also be roduced by 3385 million. [m addition io the curs, the Mayor {8 comsidising a
mid-year T percent increass o property tanes e help balasee the budga in fulure vears,
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Chicagn

The City of Chicago is facing a $469 million badget shortfall. In response, Mayor
Richand M. Daley has propesed loying off %29 ciry woekers and elimenating 1,386 veceed johs,
His mew budpet proposal also calls for increming taxes on parkieg and sports Gokets, and
reganing city wockers to teioe three unpaid days off.

Thor e ineriases coam o bap of seEnirous By increiess alreudy imposal. Mayor Daley
explained the budget s will mean the qty will take longer to bire police officers, to plow side
strects following snow storms, to chesn vacant ks and 1o fill posholes.

Atlanta

In Atlamn, city officials hove decided o cut 130 positions in the city's Fire Department to
el cloee 2 $ 130 neillice basdged gap, Althousgh the Fire Chibed hea decided not io close any of
Thi fire stalicma, Erefighlens are biing redmstribubsd Fom ares with freer emergency Salls ba
arens with more calls. According to the Fire Chief, this move could increass some cmergency
FeE[INAE EimEs.

Tam sure all willl sgree tal cur local Fire Departmments provide a critical senvioe and that
respanse time can make all the difference in the world when it come to saving lives and personal
property. We com anly hope the bodpet crunch that mesy of our cities are expenencing will
never inpeate pur Fire Departments’ ahility i respond b life-theealening emengencics m 4
timely manmer,

Sagraminio

With & budget shorifal] projecied fo surpess 540 million nexs year dee o declining
e Eroen salcs amnd proporty Llaxes, the ciry of Sacramento has decided 10 furfough £589 non-
umion employees. This is abowst one-fifkh af the city's approcmetely 5000 workforee. Maost of
these employess are in sapervisory positions. They will be required to take ane enpaid day off
e mnnh effective January 1, 2009 and (0 eould contieee beyvond aix monta, This will amoist
1o 5 pereenl salary oodwetion fe aTFacted dmmpho yoes.

The cuts will mean fewer police patrods, @ decrease in tee rumber of serious crimes
denectives will resposd io after bowrs, and (@ will take onger 10 pesponad 10 911 calla. Althaugh
the ity m8 {asbting back im an stempl o avoid hyofls, the City Manesger bas made olear Sat
nathing is off the table when it comes to foture cots. About 70 percent of the city’s budpes goes
10 pey labor costs, which makes layoffs o huge target for future cuts.

In samvmeary Mr. Chairman, the ecomamic meldown sweeping scooss our nation aed the
globe, thmeatons to subject many locel povemments o bodget shotfalls far into the foresesahle
flasare. Inde clear oo us that the sconomy needs 4 shaot in the arm e puriiee # bk 10 8 healithy
rognary. Monw thal Comgress his enachad o 370 billlion packago to bail oot Wall Stroct, we
strongly recommend the ensciment of o Mam Street Stmmulus package. Comgress should alse
tnke potion 0 ensure thet local govermments have pocess o shon-tarm credic
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Local Govermment Credit Assistanes

e 1o e prodlesns in the domestie and global finsscial markets, sate and local
govermmints gv Geding it inercasingly diffical 1o socess the capital markets at commoedy
accepizble rates. Cities across the couniry are especially having difficulty selling bonds and
accessing short-term credit. State and |nced governmen issee shorl-1em instruments for the
AT PERSONE 03 COFPOTANHME—IG AcCey CGapital & pay debls until rerenues are roceived, or il
e hands sme isasad. "W e comcermed about recesd comments by the Federsl Resere that the
mewly crested Commercial Paper Funding Fecifity ({CPFF) wauld not assist the ta-cxenpl,
short-term maret.

‘Wi stoongly recommend tat Congress direct the Federall Reserve and the Tressory
Depertment o work bogetiver under the $T00 hillion Emergency Foonomes Stehilizstion A io
design a facility in provide & funding backsiop to the sabe sl municipal government db
ke sinmilir oo Ohe rocemly announoead propram fire commazcial paper. Without such action,
Alates aml municipalitics will face ever-increasing costs o mepage their shon=lem debe

Mlain Stresr 5eimm bas

Cingress shoull [nsnediately ensct a Main Sansel Stimulus package that includes
prgrma. thal will erealg jobes, mprove the nation”s infrastructure, help small businesses on
blain Struet amd have a lasting economic and environmenal impact. The following programa
should be included in the Main Street Stimalus packege:

1, Communily Development Block Grants for Infrastrscture (510 Bilkion)
Wig'ne sekiing far a 310 billivo increase in CORG 1o create jobs throogh: the
corstrection and improvement of public facilities, streets, amd seighborhood
ceniers; the conversion of soteol buildengs; s assbstamee o hosinease o
generate poonomss developmen ond joh creatson.

I Emerpy Bleck Gramt for Infrastrecture snd Grees Johs (55 Billlsa)
It is me bo move America toward & greener econonay and tap the potential e
create millions of green jobs for Main Sereet basineses and fhee the 1,5,
economy from |bs dependesce on fersign ol Congress should approve o 35
Willion invesiment im EECBG, which will give cities, counbes, and stoies the
mesurces b creats thousands of energy efficiency and rencwahle energy
production progecs aornss the nion.

3, Transit Equipment and Infrastrocture (59 Billllon)
Cror pal el B @ ystems are being. foroed so raise fares, cut service, snd bormow
fands to adidress the copital ond operating neads. AL dhe game tine we ane
epenening o dramatic surge in rsdership duse 1o high pis price. Congress
alvruld fund 1o panchisss o0 buses, stiroet cors, reil cars and other equipenent
mendhind B creale sdditional capacity; help stabilize fore incresses; and restone and
mainten faclites and infrastrnecture in & state of good requir,
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Mighway Infrastructure (3352 Hilliom)

To ¢reats Main Street jobs and ensare that traffic-congesied areas actually receive
funding, Congress must nod distribate addidonal highway stimubas funds bassd on
thie current state-based stnhas-queo system, Instead, the Sarface Transpontation
Program must ba used to distribute highway stimelus funds. This will provide
itz iy flexibiliny o cities, counties, and saies in advancing bridgs, bus and
mil, and rosd projects in mar nation’s metropolitan areas.

Alrport Technology nnd Infrastroeture (31.%5 Bdillon)

Thi: natien's alrpsort infrestmaciure usgently needs inoreassd funding o begin
adidressang the nvestmont gap i airport capacity, safety and techoology. To
crente W gh-paying poba, nssist small basinesses and alrport retadlers, Congress
should fund ready=to-po Airpor Improvement projocts.

Amirak Infrastructwre {31.25 Billion)

Amirek is expeniencing record ridership ncrass the ratlroad’s entire sysiem fog
mberéaty passenpir tidl adrvics Anilcak Gormiéts mural, suburbhem, and urban
commumities in &l reghons of the nation. Congress shoald increase federal
fanding 1o make necessary upgrades (o feacks, bridgs and mnels, clectric
traotiom, interbockings, sipnals and commuanicabions, and stations an the mation"s
Auairak sysiem.

Watir and Wastewater Infrastraciure (S18.75 Billhom)

Drespibe the memendous invesiment mads by kcal government, the Envirenmenial
Protection Agency estimabes that there still is a 5500 billion “neads gap™ (o mees
aur watir anid wislewater infrastrociune needs, Congress should allocste an
acditiomnl 518.73 hillion direoily to cities as grants 1o assist with rehobiligming
aging waner and sewer infrastmiciure, complying with seaer overflow iz, and
promoting source waler prodection and availshility.

Schsol Modernization (57.5 Billion)

Amirics’s schools are in dire need of mevdemizaticn snd repmin,. Every day, maay
af oar chillren atiend school in overmowided clessrooms with faalty electrical
syatens, broken windows, pesling paint and leaking roofs. Congress showld
invest 375 balliom 1o repair and modemize school budldings in both large and
small city schonl districts, imgrave their energy efflciency and equip them with
first-clmss fochnodogy.

Fublic Housing (2.5 Billion)

The public housing capital funds which supports the capital needs of pahlic
housing, his o backlog of capitsl improvensenl needs estimated at § 18 billion 1o
%20 hilion. Fumding can b ased for repair and construetiaon projects, including
salEy repdars.  Every dollar ::ll"l:q:litl] Fund ¢xpenditures produces 52,12 in
sconomic retum. And many of the vendors used 10 make repairs and undernke
comelruciion propecta ane small busiseses,
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1. Public Safety Jubs (5248 Billisa)
Recent surveys have found that there is a direct Enk hetwoern the coonomic crisis

aml imereasing crene rates. A ioial of 22 percent of ciiles na 1 24-city survey
have experienced an incresse in crime. The survey also found that there are 8.6
pereent fiwer podice officers in the citbes aurveyad than there wese af their peak
staffing levels. To holp keep Main Stroet safe, Conpgress should add $1.23 billisn
i the COWE pragram o help Incal polics departments put an additicsal 16,000
paolico officers an the strest; and increase the Byme lestics Assistanoe Granl by
$1.23 hiltion to help keep thousands of police officers on their jobs.

Melr. Chairman, thet ends my sisterment. 1 sm submitting for the recard 2 complete copy of
rrur Main Siree Srimulus plan which discesses in gresser detal the peograsns that | have just
outlimed. Thesk vou for the oppartazaty 1o bestify



34

Tha Uraiesd Suates Sonlmosnis of B

) MAINSTREETSTIMULUS

& Call o Actlan

Blala Stseel Ameri s s toonsinie rouble. Americs s Do nearky 800,000 jobs b the Last ning
mionths D ployment b5 ow al 6.1 pefrost, ard B predocted oo e posssr 7.5 percsm sext year. When
uadir-esphynmen & ieduded, wesployrment s prajecoed m reach 9 porceat. Familles have los 52 orillien
(20 percent] of ther savings. The Conmeroe Diparrsicar has just reportsd that retall sabes on Main Bmest
Aprica hive dropged 1.2 peroeal in Sepmember, foreshadowing a dismal holiday shopping seasan - which
acopinis for approdmabely 25 pencent of ansual sales moonms for mos businesses

Dair chtieenes sk us sery single day what this sconomy will do sothelr jobe, Ser long-term syvings.
cheir mortgages. and thedr penslon funds. Parems are geiting labd off from their jobs. lamilizs are suggling
o pay bills, tae mertgage crists and farecioeares are fordng famibies to double-up and moee in opeher,
grandparents are st ggling with retirement, and yoeng people una bk ta securs Anancial ald are being
foreed i forg college. In adiditon, severe stabe cuthacdks are ressling in a lees of necdod services oo Ham
Sireet

Weehington bailed cut Wall Sirest bo the sune of $700 billios. 1t i2 now bme for Washingion bz kel
local govemments and the private sector create joba and sronemic growth by pasdn g an mmediate “Hamn
Hirewt SHmelus.”

[=epr E2m laat threo menths, 115, Canfon nl Pasers limt Marrial i [Masay] [Hes of M
[am e 2 natiznal toer with 8aparr 08 Actin Forumw on 1) Crime; 2] Infrasrusture; 3) Poverny; 4)
FEavrunmant ard L—.rp-. and 5} Arts and Toarlim A aach ol O Foruns, majers and nidbonal eqpsrs
Eorunml an b waik tha diatis viinds el working Fanilies, asl wiys oo oneane jols.

Iin b iy woeld, ks Barpors whe beid the setre ecomdimes Chat drive dhe nadan. These mero
OO TES [0 SC00U T Sar 86 porcoent ol Ratienal enmplovm ent, 90 percent of laor Income, and 969 peroent
of grocs demistic prodec (GDF). Thereforr, i we ane going b feverse the Corment econemic sioiation and
cFeale |ols, the DRy Wiy o0 08 52 B b0 iAvest @ these Main SCTeEL, MEors aonarmkss

Folbowwimg are 10 "Main Sirest Stmelus” programs that will cresie jobs nins, imgrove the
Infrastructure that the private secter mesds to sucosed, help the small businesses of main strest Smenca, and
harve lasting ecopomic and ervirenmental bereliis.

‘We have bt on the llouss-pagzed 560 bilkon stmules package o caleelate wur ﬁ.lrlr-h:
recommendations, which total 399 30 hillicn of the pow estimated $150 hillion lodugy
fiar our recammendations |5 containesd o page b of this decsment,

(ks are resdy bo g, and johs can be created now! Tharaloms, federal agencies and B states must
b required o dispenss Sess fands immediely,

Wecommend the Houze and the Lmmie for their effort= o eract 2 mecond stmuke: Lol maoth bl

tha mngressioeal recess, e stand resdy boowork with Congress durisg the upeoming esengency sedion o
make zarw that & “Wain Street Stirmeeius® plan v sgeed imio s this pear.,

Manvel A. [Maney| Haz Tam Cachran
Mayur of Miam| B med Exwcutive Direcier
Fregddent

T Urdiend Simivs Canferunew al Moy
1630 Kpe Strest, Marsnes, Washingio, [LE 30HEE
Tedephars (20 1932154
Ervua |: §ooc o i s prar£013
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1. Commumity Davalogment Blozh Gramts for Dnfrastructure (§10 Rillion)

CIBG, walilzh ol m 1974, 5 a proven and effecive program in e oby-federal partrership,
Theraugh B ywrs, e fadira] goverament bis adjusbed the CHBG delivery system to allow additional
flexthiliy to ad dress nabiona] sssge nces, afd this sheild be don: now t confrent the carrent scoanmic
crisi, CHDG assited Mew York City folliming the 9711 pervorisr stack and provided resources to the Gulf
Srabes and comumpmibes afber sreeral Bu rrcass disstes. WHHMHIQMHIH\EM
fraciasure crisis with the £1.9 hilinn Haightarbond Saldisstien Frogram [NEF) b commanities taced with
vatant ard abandoned properties.

Today, COBG can be ussd 0 create pohs through: the construction of public lecilicies asd
Imiprovesents, water and sewer Facilities, streebs, and neqghhorhosd cembers; the conversiss of
sclasol buildings for eligihle punpeses; acthities relating b reergy conservation ssd renewable

FukrurclE; s assistance 1o profit-motivated besinesses in carry out peonomic develogiment

2, Emergy Block Grang for Infrastructurs and ress Jobs ($5 Billisn]

Itintime b muree Americ wand o greener eoeaomy ad tap the peoential beoreate milions: of
green jobe for Main Street businmsees snd i the U5, economy from lis degeadence on foreiga oll.
Commitments made now wil stimulabs te devalopreent of green [obs S Main Street small businesses,
This woeld hedp =small busissss weather the curmist ssonsimie dow bt arad posiion them for esen mome
sigificant economic growth. Potental grees jebs - 4.2 millkon naofeids by 2030 - wd athir mpertant
bemedins for the ration's economy were descrbd i mecent stady, Cwrint and Potentisd Gree fabs i che
AL, Evononyy, prepaned by Global esight for The L5 Confimiecs of Magura

e haree W) maypors who haee sigred the United Siates Corferarce of Mayees Clinkite Probemisa
Megreement, and chey are ready to go. Five billlon dofiary in fesding for the Energy EMiclency and
Caas: rvation Elesck Grant [EECHG) program will give cibes, counties and stabi D résounses 1o
ervabe thousaids of energy efficlency and renesables snergy prodactinn pregects thrghout the 15,
Such mals sorect-stimulating projects woald nclude the installation of solar panels or wind turbines
ffor ehe productiss of eleciricity on local bulldings, deployment of new energy distriésstion
technologies that significastly inorease cnergy efficiency, such as distribsted generation e district
Ieartimg and oocling s, divelspaient of fystems b caprire and generate power from mathane
at band il and snergy retrofits of public sed private bulldisgs within local areas.

T a7 i =
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X, Tramgit Bquipment and Infrasinscture (5 Billon}

Tramsit apercies [rad and bus] are being forved 5o raise Sres, et service, and bormew o address:
capdtal and aperating needs, while ssperencanga dramatic serge in Main Strest ridership duein higher gaz
prices. Comgrass should furd the parchase of buses, street cars, radl cars and other relling stock and
equlpment needed be creake sd@itional capacity; help siabillze fare increases, improve reliability and
restore and madmiain Gacilities and infrastrecture n a state of good repair. This could induds
Impravemests to evpand station capaciy, rall ek improvenments, and cetomer Information soreess, while
@t e samie Tirmse cresting muck-gesied high-paying johs asd econmeic activicy on Maln Smeet.

4. Highway Infrastructure {$32 Ballion)

T cvesate Main Sireet [obe, suppart the metro soonomic cegises, and ercare that raflc congeseid
areas actmally receive fomding and crickzal deferred maintesance is addressed, addicienal Mghoway stinles
Tunds malst et be distritvaced hased on the CUTTCSE STate-Basid SE0is-q e Srsiem.

Theerizlore, the Sorfete Transportaties Program [STP) - whidh was ereated by Cosgress in
1991 - st be the mechsnism fer distributisg kighway scimulus fanding. This will previde
ik Mealdlity o citles, counties, and states in advassing bridge, bus ssd rail, and road peejecs
I our B les's mmetropeliten areas. The ensere that fusds are alocated more evesly within each stte 5
thiad v s sthir bcal keadars, wihe s and oponate e of U Bl st s Gelities,
il thie tshleto malke diclsloss i “realy o ge® prejnctse AL the e Hime, this weuld crasts B s of
high-paying jsha, aid sroll bedn s, s fd scosomic aciviey on Smerica’s main strests,

Dsing this program strecters means tad, i addficn o the graranieed sbare of 3TP funds ressrnsd
Tnr the states, lncal afficialy and local areas within the states would receive 3 balanes of the funds hased on
populsting, az federal brw has provided smce 199 Importastly, svery shgisility urder correat law iz
subsumeed under the STP program, s that state and Iocal decision-makers have fhe masimuomn fexibidity b
select any project, whesher it i= 3 project o repair a brdge on the Interstae Svstem or a less costly Bridge
repalr profesd in a city, fows o founty,
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E. Alrport Technolegy and Infrastructurs {$2.5 Billien)

The maton's alrpont infrastructure wrgently aesd inenzised Fending 8o bagin te addne the
Iresstraena pap In Akpor capociy, safety, aid sechislogy. To ereabe high-paiog jole, adst small
businesses and alrport retallers, and stinalate eooonsic activity so Wan Stret, Congree should fund
ready-to-ge Alnpert Improvement Program [AIF] projects. These isclude runway and taxd
rehabilltations, extensions, and widening obstrestisn resseyvsl: spron cesstrustion, expansion aad
rehabEliintien; rescuc and Erefighoing egalproest and Feclllbes; dbrside servion or public acess
rowds: and eese mitigation and sbavemient [Paet 1590] seclatid with airerafl sperolions - incuding
vadentary home buyoet, which would foel the kil hossing market, ssd rexidentol sad businesy
Insu ki biem prograss

Amarak 1= experizncisg reco rd ridership eeros the rallred's seting ssgem for inberrity passeaper
wail service. Amirak consens rural, sabufses, sd urhan mmunities in all regions of dhe naton, Wik
unpredicable and expeced higher foel prices, bighway congistion, snd an uncartsin avistion outieok
Cangress shold inereass federal funding 1o BalE Bty spgradic b tricks, hridges snd besnels,
mmmwummm_mmum
Frsbems In sddition, Arstrak will be abde wo rafaebish il G that are cursestly in serage and return them
b service. This Tusdl ng beved wosld hefp atisiilale logl seenomive by creating thousands ol high-paying
|ote and small s activity.
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7. Water and Wastewater [nfrastructare [$18.75 Billkon)

Water and wisbewater infrastruciure s an Inbegral compornent of the natin's eonamic
corgetitiveness, prodects public health. and creates fobs.

s 00 eone, becal grvermment spest $55 Billion on water mfrasoricure. Turisg tie same tine the
Federal grrevrnrment previdid oaly 519 bllios through state |, Through user rates, locad bonds, ard
tnes, Ineal poverements contriliots 08 paorcesd of B ol isvestment in wielewater asd 95 peroi of O
investmacd in wabis iefradniciure, Teegile e lemendeus invedtrsee? i by locil geseinscse, fe
Envirpemental Praotection, A peacy setimates Ehoat Shere still o 3500 billion “nisds gep® be moel sur walir
wnid wastewater infrastrectere needs and io comply with carrent en undied mandatim,

D b bea kimg pipees, ciies rom bese anywhere from free to 40 percent of their water snd wasiewster,
Thiry-fiee percent of cities In § Conferencs of Mayors survey do not knew where their soemce of water will
corre froms by 2025, Therefore, Congress should sllocate am addisenal $1E TS hillios drecshy to cities as
gramts to assist with relabiBtating aging water and sewer infrastructurs, complying with sewer
overflow Essues, and promoting source water probection and avaflabilsty. This sdditioral irrestment
will ressalt o Inm ediabe |ob creation In cdides and across the nation, as many booal Main Street isbaetmcre
ProfiacEs are ready o ga.

&, Scheal Modarnization ($7.9 Billlon)

America’s schools @re in dire meed of moedemmizackn and repair, Every day, mamy of our children
attead schodl in averorowd ed dasarooms with el dectrical sysbems, brokien wisdoes, peeling paint and
leaking roofs. Existing schiosls ane bursting ot the seans and hold caes in remparary” mallers, canvested
clokerts arsd baliways. Mow faclithes sre desperaledy npeded [ accommaadate this sver-growing suden
pogilition. In addithon, o may sidens ot soloals that lack the bk dlectrical anid
Lor bt v i Uit necEssaEy i connentisn 1 thi: Inernet of o implesicsr new edpeation
e

The Cenferenon sepports = §7 5 billion federal mvestmant i repalr sl modernboe sclasl
buildings in Bath large and small city school disteicts, bmprove thelr eneegy eMciency and equip them
witth first-class ischnology. This investrment would create jobs is the censtructios industry, ome of e
indusiries kardes hit by tie recent sennemic downtum - koreing ot S20000 jshe dnoe Soptasher 2006 In
mdditioe, by belping beoall school districks creage schools that are energy eficient and more reliant en
renewakle soarves of energy. this investment could greaty reduce B emissions that contribete b globall
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8. Pubdic Housing Hoederndzation (§2.5 Ballion)

Fundisg can b used for repair and constrection projects, including safety repairs. Foery dolle
of Capieal Fund expenditures produces §2.12 in soenomic retume. Many of the vesdons weed o maks rapi
and urdertake constraction profecs are small bosin eses,

10, Public Safuty Jobs and Technology ($2.48 Billien)

Unlmsa pons Borww sl M Simeel, you don't kave a Main Strect. Bedent surveys conducted by
rreryrirs anl podics chiels hase Feund thae this i o i bt een cusreat scansmic condiGons aad increasing
crime rals, particlarky these for berglanses sad tefte

Additomad GRS Funding - Praviding $1.25 bilion ta local palics depertments to hire addidanal
perzznnel would scomplivh several purposes: 10woohd] pulever 16,000 additiemal police offcers on the
whrewhs, thus heginning the prooes of petting lecal peller departrents te the sealing beveds they regalre;
il Empreve public safety in tha dites which recive fending e afficers, and tireugh that ispreved
peblic safety momtrihute to further sconmmic deselojesist and, posaibdy, farther ob creation. Mayees and
pelice chinks have reenmmemd e gtort CXOPS Farmdiegg e e mone Nessbile o that palice depamees g
ahie & use that funding both for sweom efffors and for thoss profissso nally mained in DHA salysis and
frrepeacy, Currend law Hirets DS hinng grant b swars offisers did provides & s mem of 575,000 @
federal fumding over thres yoars perofficer,

Adalifroan) Byres furtice Asistenor Srun Funding - Preaviding an edditioas] §1.23 Milisn oothe Byrne
program ceuld help n heop thomsinds of pelios olfoers in tir jobs, ssd could milke oirmen std sy
hired pelice cificers mone sffectwe by i Dt Gy Barve neadnd egul et ad o i logies.
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COther Emergency Heasunss for Main Streat A ce

Mryurs strongly support additesal emengency measures b el ind ddels and hushiss -
especlally srall busimesses:

Jab Travaing: The simule ke daoud el job tralsing Nusding Sr diskacated warker and
vauth emplayment activigias

Samall Business Admimstration Loans: America's small basinesses face an ever-tghtenng
credlit markat s the wake of siruggling Rrarcial rariets. The stisle pacege shoold provide
mdddittonal redurod -fee Inans o anall busisesas, deivesing seeded rdid o small esinesses on
Maln Stroet during 'Wall Street's firancdal crss,

Extavesioa of Lneryploymeent Benafibsr The stinu b package shonld extesd snemplayment
herefiie by pepen wos ks in all ibrbis and enother 13 wicks in Bigh snemployment Sames

Food Assistamce: |Inorder o help low-inceme Bmilies cope with risn g foed prices, the simubis
picka g shedld include increases in Food Samp beaefies, the Wamen, [nfants, and Chikiren (W)
jrreqiras, Feod Hanbs, the Commadiny Supplesental Food program. and the saniar meals program

Medicaid (FMAR]; Tweriv-nine sabes sre facing 2 352 bilkon shortfall in revenues is their FY
29 budgets. Az 3 result low- income Bimilies and children could face cuts or ekmirctions = kealth
care coverage and servioes. Therefore, the stimubis package should increase the Federal Medical
Assistence Parceirtige (FMAF) lor Medicasd heakh costs.

In ackilizon bo the stimplus mesnires atsove. Congress mest address the credit erisis Bring local asd
SLatE GO ETTITECRE:

Local Govermimmaml Cradid Assfsrance: Comgress sheuld diees e Federal Reserve and the
Treasury Department fo work fogether padertho $700 hillion Ersrgeacy Eosasmis Stabflization
Act to design a Baciiity te provide a fanding backstop to tee state and municipal pevernse nl
delbst mmarlet siellar te the reoently anmosaced program for the commend sl paper market. Because
il B natbor] credit crisiy, dtses aoross thi csuntry ane haviag dilfiosdily sellisg bonds amd accessiag
shost-term credit. This new facility should b desigred b protect L paper ressunoes while enaring
stoyte and ecall povernmenes can continee be provide vial servaces b Ehair regidisks,

———

Chairman RANGEL. I just want to repeat, the elections will be
over, and I hope that the concerns of the Members will not be Re-
publican and Democrats at that time but feeling the pain that you
have to face each and every day as Mayor of Trenton, and all of
the Mayors that belong to the Conference of Mayors. I urge you,
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with all of my heart, to reach out to the Members of Congress and
to share with them how important it is that we do come back after
the election to fulfill the commitments in which we have made. So,
thank you for your testimony.

At this time, I would like to yield to an outstanding Member of
the Committee on Ways and Means, Congressman Chris Van
Hollen, for the purposes of introduce our next witness.

Mr. VAN HOLLEN. Thank you, Mr. Chairman. I represent
Montgomery County as part of my congressional district, and the
county executive of Montgomery County is Ike Leggett. One of the
best and smartest decisions he made early on was to bring on Tim
Firestine, who we are going to hear from in a minute, as the coun-
ty’s chief administrative officer.

Tim previously served for many, many years as the head of the
county’s finance department. He has been 28 years in the area of
public finance, including teaching as an adjunct professor at the
University of Maryland, the graduate school on public finance.

So, Mr. Chairman, at a time when a lot of our local governments
are feeling the squeeze, we couldn’t have a better person here to
talk about how we should move forward. So, I thank you for having
him today. Thank you, Mr. Firestine, for being here.

Chairman RANGEL. Mr. Firestine, the Committee anxiously
awaits your testimony.

STATEMENT OF TIMOTHY FIRESTINE, CHIEF OPERATING
OFFICER, MONTGOMERY COUNTY EXECUTIVE,
ROCKVILLE, MARYLAND

Mr. FIRESTINE. Thank you. Chairman Rangel, Ranking Mem-
ber McCrery, and Members of the Committee, thank you for the op-
portunity to appear before you today.

I will tell you up front, I apologize for not having any quotes in
my testimony as the honorable gentlemen to my right have. But I
do have some recommendations that I think will make a difference
at the local level, will help stimulate the local economies, and per-
haps won’t cost the billions of dollars that you are concerned about.

With respect to the critical role State and local governments
serve in creating Americans jobs, this hearing could not come at a
better time. The turmoil in the capital markets has had a particu-
larly acute effect on the municipal bond markets, and as a result
governments are facing real economic hardships.

I have spoken to many Government officials around the country,
and like the other distinguished gentlemen at the table, the cur-
rent fiscal climate facing local and State governments is the most
challenging that I have seen throughout my career. At a time when
communities are faced with skyrocketing foreclosures, decreased
tax revenues, growing unemployment, and the increased demand
for services that comes with these problems, States, counties, cities,
and small towns have been frozen out of the capital markets for
days and weeks at a time, or are faced with borrowing costs that
are prohibitively high.

Without reasonable access to the capital markets, local govern-
ments are struggling to provide essential services to the general
public. For example, the inability to access short-term financing is
affecting our ability to purchase replacement fire trucks, purchase
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new transit buses, or provide more railcars at a time when rider-
ship—transit ridership is it growing because of high fuel costs.

The retreat of banks and other financial institutions from the
municipal bond market has caused an astronomical increase in bor-
rowing costs. In addition to borrowing long term for capital
projects, State and local governments issue short-term debt for a
variety of reasons, such as the bridge the gap between the payment
of regular expenses and the collection of taxes.

In the current environment, local governments who issue short-
term debt with interest rates that adjust on a daily or weekly basis
saw their borrowing costs increase from less than 2 percent to up-
ward of 9 and 10 percent. Some issuers were completely unable to
find buyers for their short-term bonds, which increased borrowing
costs even further, and there is no sign of a quick recovery.

In fact, recently, my county, which is AAA rated, has been since
1973, we put out an RFP for a guarantor or a liquidity provider on
a pending short-term transportation financing transaction and we
received no bids. We have never seen anything like this, and are
very concerned with the layers of disruption in our markets and
the likelihood of a very long recovery period.

While State and local governments are suffering the effects of the
current credit crisis, it is important to note that the general prob-
lems in the municipal market are not due to any fundamental
problems with the underlying credits or State and local govern-
ments themselves. Municipal securities are one of the safest invest-
ments available, second only to treasuries, with a default rate of
less than one-tenth of one percent and virtually zero for govern-
mental bonds.

The Emergency Economic Stabilization Act passed by Congress
last month will provide a significant injection of capital into the
market and flexibility for the Treasury and Federal Reserve to
begin rebuilding the country’s financial system. However, aside
from the inclusion of tax exempt money market mutual funds and
the Treasury’s temporary guarantee program for money market
funds, virtually no direct relief or accommodations have been made
for issuers of tax exempt bonds. Repeatedly, the Federal Reserve
has commented that its commercial paper financing facility would
not be extended to include tax exempt commercial paper or other
short-term debt instruments, and the Treasury has indicated that
the ability to purchase challenged assets under TARP would not be
extended to tax exempt securities.

What that means is that while local governments have not con-
tributed to the problems of the credit crisis and continue to serve
as the first responders between citizens and Government, we are
not receiving help.

What can Congress do that would be helpful to State and local
governments? One of the most important action items Congress can
undertake in order to stimulate the economy and create jobs would
be to ensure that State and local governments have regular access
to the capital markets in an economical fashion. One suggestion
would be to have the Treasury and Federal Reserve extend their
authority under TARP and the CPFF to ensure that the capital
markets are open to State and local governments, and, that there
are buyers for floundering short-term debt.
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Treasury and the Federal Reserve have already exercised broad
authority under TARP, and clarifying that they have authority to
assist State and local governments would allow them to provide im-
mediate assistance.

Furthermore, the Treasury and Federal Reserve and other Fed-
eral Government agencies should create a special task force to ad-
dress the problems State and local governments are facing and de-
termine ways to assist counties, States, and towns as they try to
maintain their footing during this economic downturn.

Congress and the Treasury could also lift burdensome Tax Code
requirements on corporations and property and casualty insurers
that limit the amount of tax exempt bonds that they can purchase.
The current limits and regulations stifle demand and are woefully
out of date. Simply raising these limits will allow for these sectors
to purchase more tax exempt securities, which would be a win-win
for all parties.

To that point, Congressman Neal of this Committee, together
with Financial Services Committee Chairman Barney Frank, intro-
duced legislation this summer that would encourage banks to di-
rectly hold municipal securities. In 1986, Congress eliminated the
deduction banks and financial institutions could take for carrying
and purchasing tax exempt bonds. This took nearly all incentives
for banks to purchase municipal bonds—took away all the incen-
tives for banks to purchase municipal bonds, which was a signifi-
cant blow to State and local governments, as banks were a major
purchaser of our securities prior to 1986.

The only allowable interest deduction left in place for banks to
carry bonds from governments that do not issue more than $10 mil-
lion per year. H.R. 6333 not only addresses the new purchasing
power for banks to purchase all types of municipal securities as
was the case prior to 1986, but it also raises the bank qualified
debt limit to $35 million. Raising the bank qualified limit will allow
smaller governments to directly place their issuances with banks
and avoid many of the costly expenses associated with issuing debt
in the general market.

Just a few more comments. Other actions you could take, passing
legislation H.R. 6308 that calls for the SEC to use its authority and
have the rating agencies use comparable ratings for all securities
which would better reflect the soundness and significantly lower
levels of defaults and municipal securities. Many governments
would like to see their ratings upgraded if comparable scales are
used, possibly leading to lower debt issuance costs.

Governments will need to refinance debt in the months and years
ahead as the markets calm; thus, Congress should grant an addi-
tional and targeted and temporary advanced refunding opportunity
to governments similar to what was provided in the aftermath of
September 11th and Katrina.

Finally, eliminating the AMT penalty that exists on some tax ex-
empt bonds should also be considered similar to the legislation
Congress passed earlier this year that eliminated the AMT penalty
for housing bonds.

Mr. Chairman and Members of the Committee, thank you again
for the opportunity to appear before you, and I look forward to an-
swering any of your questions.
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[The prepared statement of Mr. Firestine follows:]

TESTIMONY

Timaihy Firestine
Chisl Adinknlstrative Offieer
Munigomery Comnty, Marylamd

Committee sn Ways and Means
1.5 House of Representatives
Ecovwemic Recowery, Job Dreation and fevestmes fn Aserica

(hetnber 2%, 2008

Chalreran Resgel, Ranking Member BMoCrery and Bombeors of the Commmises, thesk you for the
oppammsy s appesr before you todoy. | am Timothy Firesting, Chisl Adminissative Officer of
Muonigomery County, Marpland. Wik respect to ihe critical role state and local gowemesseita
serve in creating American jobes, this hisring soakd ot comse ot & better time. The turmeail in e
capieal murkets hes had a particdarly scute affect on the municipal bond markeis nnd, as o result,
state and local povemements me focing very real evonomic bardships.

1 hanve spoken o many govemenent afficisls arvand the country snd like the other distinguished

ot the able, the el el climate lacing local &md siste governments is the most
challanging that | have seen throughout my cancer. Al 2 Bme when Gonumsissties ape feeed with
avrsckeling Forechoaures, decreaned 1 revenues, gromisg umemployment, and the incroasal
demard for services thal comes with thess problems, simies, comnsles, chries, and small sowns,
have bezn frozen ot of the capital markets, for days and wisske at o tienes, o sre faced with
horerwvimg cocts that ore prohibizively bigh. Withowt ressomable scoess o the capital marketz,
loeal poverrenents are strappling o provide ESSFEMTIAL services o the geneml public. For
exnmple, the inhility b acoess short-tmm financing is slfaciing o ability o purchose
replucessent fireirucis end parchase new ronsit buses or il cars ol a Gime when ridership
proing,

Problems in some seciors of the capiial markets, like the market For cértain riodlgags-related
securitbes, are refabed 1o 0 rise in defoalts and Josses for invesioes. By contrest, staes” aned Jocal
Eemmists’ dilficalty acceming capital ks dos nol b an increkse in dovegmdes or defmalls but
to the global Buuidity erisss, The retnizak of banks and other Gsancis! institnloss from the
ervamiicipal homd miarket has coused an sstromormical incresse in horowing cols En addidighon 1o
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Esarcivedng long-term for capifal peojecis, stege and el povermments isswe shogt-tersy debi fior o
wareedy af reasons, such as o bridge the gap between the payment of regular expsenses and the
calléetion of tes. Inthe current envirsmment, Joml gosernments who bssee shod-term e
with interest rates that adjust on a dely or weekly basis saw thelr bormowing o3 increass from
less than 2% to upwands of 9-108%,  Some issuees were completely unahls Uy find bayers for their
short-iems boads, which increased bomowing costs even firther, And thor s no signs of a
quick recovery, In fael, necenily Mootgomery County pet out an RFP for a Bquidity provider on
& peniivg tansportation finamcing irensaction and we reazived no bids. Wi hove never seen
asything like this, and are very concemed with te: layers of disruption in our mosket, sl the
likelibsood of & very bong recoveny pericd

Currently there Is approsimately $2.7 trillion in outsanding tee-gxempt bands. Lest -
12,600 municipal secaities worn issued, toialing $487 Bilkon. $58 Billion of that was in the
short-term merked, snd $42% Billion in the losg-tems. Arconding to the Regionsl Beod Deslers
Asgtsialion and based om datn from the Fedesal Reserve, wiekds on long-temmn municipal bemds in
20T aweraged around 4.0 percent. By mid-October 2008 thet rte bad jumped woover §
perctnl. A ley measure of the health of the enunicipal bond merkes b the rgio of vields o long.
borm mamicipal bonds o thad on Trissury securities. bn normed conditians, bl ratio is in the
neighborhood of 83 percent. In nocent weeks it has been i Iigh as 140 pencant for some ismues.
Mumicipal bond rates have jumped dramatically not because of a decline in the coodit quality of
mvarscipal a3 3 majority of this debi is Esusd by poversments snd is boacked by te
full faith red eredit of the entity or & dedicsted revenue srem, but becose of the disnuption of
the capital mardkets. Forthemmore, sinee mid-Seplember nearky 520 billlon of new gl
bornwing have hod to be postponed besauss of the challenging market, Capital projucts that
warithd have created jobs snd provided enhamced services for citlzens have: Been pulon hold,
Higher inserest rates for smmicipal bormowers have o negative effict on the amount of debd a
povernment can affoad, which will dumpen rather than stissabats the sconamy.

While: state s loscall governanents are suffiering the effects of the curent credin erisis. i is
impeetant i nols that the general problenss in the mumicipal market are KOT de o amy
leteumental problems with the wadedyving credits or sinte sad locs! governments themsalwes.
Municipal seowities are ane of the mfest fmvestments avssbible, scoond anly o Tressurles with &
defauli rate of less this co lonth of one percent — and virmelly zero for strictly governmental
bomds. A perfict sorm of bond insurmnce down grades, e subprime morigage criss, ihe
resultiegg ghobal liguidity crisis and lack of confidence in the financlel sysierns, has hit state gmd
keecal povemments, causing significan disnption in our market, with no clear pagh io & quick

[ae =il gl

Miﬂwyﬁmfﬁ.ﬁuﬁmmmbymummh willl provide n
signifbamt injection of capital ini the ki, mnd flewibilicy for B Treasury and Federal
Beserve: o bogim rebuiling the country™s financial system, Henerver, aside from e incbasion of
lax-exompl money market mutel funds in the Tressiry's emporary guarssty program foe
muney meeket funds, vicually no direct rellef oo sccommodations have been made Sor issoems of
tmc-eernpl bondk, Repeatedly, the Federal Restrve hes commesgad thai it Commesvial Paper
Fenancing Facifity would NOT be exiended 10 include tuc-cxempt commertial paper or other
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shom term deld insinmments, ad the Tressary hes indicated thot the ability 1o purchose
“challengod aszsts” under TARF would not be extended o tax-exempt secumities.

What thst means is that while local govermmenis have not conmribured 1o the prolsems of the
oredil crisis and continoe (o serve as the frst egponders baroess cltizem and povemmnl, we
e mod peceiving help, while the lsstiutions and secwors of o etnomy who recklessly chose o
pamdde with ‘chesp money” are being ssmial. Bafiom fine — even govomments like
Momtpomery County, which iz ratal Add, i and will b paying the price due to bath the fallom
i U capatal markets aml the fedural povernment’s [ack of attention b our sector, Thus, it will
b more expensve for govenmments fo provide poblic safety programs, schools, roads,
firehomer, libraries, public hospitals, and other services chat dhe public relses upon, or thess
servioes will noed to be reduced. Funfermore, as many govemmenis are raled A wader the
current {and broken) credit rating sy, thoae povernments will kave an even moes Slficult
time tham others accessing the market, sspecially sinee the bond imsornc: and credit
enbanzesnent markets ane damsgged, sl invesion are demanding A or AAA paper.

[= a quest 1o slimulaic the econeany, create jobs and help stete and local govemnmments, Congress
ciagld nct o infissn copilal im the menicipal seournities markes in onder for povernmesss 1o begin
vital infrastrocture projects. In MMontgomery Coonty alone, we have caplal peojects meady 10 ga,
but because of the uncenzinty in the market, some of thess penjeets may come o a hall. &n
infusion of capital wonld allovw mony govemments w Begin the progects that they Bead planned.

What can Congress do thet weonld be belplid s stse and local govemments? Again, the idess
exgeezaed by this pasel ane gl worth sofing and must be token seiously by Congress in cader in
help boead and siate poversments during the soonomic doontam. However, one of the most
hﬂ#ﬂﬂmaﬂkwimﬂuﬂgm:wld underiske in order 1o stimulme the econnmy ed cpsate
jobs woesld B 10 enzmare thet stmiz and local povernments have regular accez o the cipiisl
muarkets in an sconomical fashion. One suggestion would he o have e Tresory and the
Federal Beserve extend their authority under TARF sl the CPFF 10 ez that the
murkests are opem o state and ol gosernimeta, and Bl theos ano buyers for Doundering sheat.
tems debd. Tresury aisd the Fideral Resmmos have almeady exevised brosd muthority undes
TARF, anil clarifving that they kave authority io assist state and bocal governments would allow
them W provids immodsaie assismnce. Without dicmting exnctly how T cxoouls this, there e
curiainky mamy ways io creste an apening in the meskess for lx-exempl debs and help thoss
cotities who ase especially belng hurt by shis unloriunats market dymamic. Furthermore, the
Treassry and Fﬂiﬂlmﬁlﬂﬂmw&duﬂm_mﬁum&mﬂlwlﬂm
fowrce i aadidress the probibemns state and bocal povernments are focimg and desermine ways i
::‘-lﬁﬂ-l.lnlilr-u, tiwms and states as they try 1o mainisin thedr foating during this econemic
Walurn,

Congress and the Treasury coald ghsa aef o 1ifl bundnsome tax code regairemenes on
corparations and pregerty and cusualty insurers shal [Emit the amount of s-sgempt bonds Bl
they can purchas:, The current limmits 2od regulations stiffe demsad and aee woclilly o of dats,
Sienply rasing thes= limits would allow for these sector 1o punchiss mors S -emempl seoumities,
which would Be & win-win for all parties, T fhat poisd, Congressran Meal of this Comamilies,
tngether with Finencisl Serviees Commisis: Chaimman Bamey Fromk, mvinoduced legislation this
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surmmer that wonld encoirage bisdes 1o directly hiold snindcipad seciinilies. In 1986 Cingres
elimirated the deduction banks and Goancisl imalingtions coold taks fior camying and pechasing
inx-sxemnpl Bads, This ok away nearly all incentives for banks o parchase menicipal bonds,
whitch was a significani blew to stoie end local govermements, a5 hanks were o mjor parchaser of
our securilies prior to 1984, The cady allowahle imerest deduction left in place is for banks 1
carry bossds from govemmeents tht do ot e e tan $ 10 mallon e year. TR 6332 pot
only nddresses ihe sew parchasing power for banks 1o parchase all types municipal seomities -
ad Wik Thee case prioe o 19906, bart it also redses the bask gaalified debi lEmit o 230 million.
Faiging the bank quoalified [imit will allow smaller governments to directily place thelr lzaanoes
with banlks, and menid many of the costly sxpenses associsied with issuimg S2bi in the general

Oither sctions Congress could teke that would help the max-sxempt securities masket and siste amd
locs governments, inelisde:

«  Puassing leglislation (H.F. 6308) that calls fior the 8EC 1 use its authority and heve the
ralwg Apeacics uss comparshle catings or all securiBes, which will heter reflect dhe
soundness —and sigmificantly lower level of defashts — of mundeipal securivies. Many
povernments would |iely see their rdings upgraded |1 eomparsble aeades ane umsd,
passibly kading i lower deb tasussce coms,

= Ceovernmends will nead w refinemce debi in t months snd years sheoad &5 the mackets
calim, thicsd Coighess shoulil grant an additional - and targeted mnd femporary - advanced
relinding opporienity to governments, similar o what wos provided in the aftersath of
Seplemnber 11 and Enirina.

*  Elimimating the AMT penalty thet exises on soene tax-exenp) bonds, should alse bs
considered, similar to the legialation Conpress passed carlier this year that ciiminsied the
AMT penaley for housng bomels,

Providing direct funding and eliminsisg unfundzd iandstes are specific nmes Congress could
it help state and local governments. Bt access 1o the capital merkets, shonld olso be an
innzgral part of msislimee, and one that would directly creme ew jobs and slismulate B
coanomy. [ hope thet the Consmittes will take this ssiser into consideration as it oreates & mew
stimmlus plan his year - and other logislative efforts in the next Congress. Furibenmare, |t i
exmential for the fedizal povermment 1o periner with staee mnd local gevernments on & varety of
gz [aeang oor comstry, and specifienlly how in recover from These challenging eooncemic
limes.

kr. Cheairmean and members of the Committes, thank you apas Toe e apporiumity b sprpear
befone you and 1 look forsnand o saswening any of your questions,

Chairman RANGEL. Thank you so much for your testimony.
The Chair now would like to present the president of the Amer-
ican Society of Civil Engineers, David Mongan.

STATEMENT OF DAVID MONGAN, PRESIDENT, AMERICAN
SOCIETY OF CIVIL ENGINEERS

Mr. MONGAN. Good morning, Mr. Chairman, and Members of
the Committee, I am David Mongan, president of the American So-
ciety of Civil Engineers.

For a variety of reasons, the Nation faces severe economic hard-
ship. Many economists believe that the Nation is in recession. ASE
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would like to go on the record as supporting efforts to pass legisla-
tion to promote national economic recovery and job creation by in-
creasing the Nation’s investment in infrastructure. We recommend
that at least $40.7 billion of infrastructure investment be a part of
any economic recovery legislation, money that can be put to work
almost immediately.

Such an action would serve the dual purpose of reviving the Na-
tion’s economy by job creation and repairing the Nation’s crumbling
infrastructure. Spending on new roads and other public works
projects would create jobs and provide a more lasting boost to the
economic engine that investment provides in infrastructure, more
so than another round of rebate checks. These jobs could be created
quickly as Federal, State, and local governments have numerous
infrastructure projects ready to go. Projects suspended due to a
lack of funding could quickly be restarted.

The Department of Transportation reported that every $1 billion
of highway investment supports over 34,000 jobs. It is important
to note that the total number of jobs supported by highway invest-
ment, including construction-related jobs and independent indus-
tries rose from 1.56 million in 1996 to over 2.1 million in 2007, as
a result of increased highway investments. These numbers hold
true across other categories of infrastructure as well. These invest-
ments produce different types of jobs, direct jobs or construction
jobs, indirect jobs or industries that support the building of infra-
structure, asphalt, concrete, steel, engineers, designers. Finally,
there are the induced jobs, the stores, gas stations, restaurants
that follow the infrastructure.

Three years ago, the American Society of Civil Engineers 2004
report card for America’s infrastructure gave an overall grade of D
to 15 critical areas of infrastructure. We said that it would take an
estimated $1.6 trillion to upgrade the existing infrastructure. Little
has changed in those 3 years since we handed out that dismal
grade. The Nation continues to underinvest in infrastructure. Fed-
eral spending for infrastructure as a share of all Federal spending
has declined steadily over the past 30 years. The dangers of a na-
tion’s crumbling infrastructure to its economic health are as great
as those posed by the current financial crisis.

Infrastructure is the foundation upon which our economy stands.
Without a modern functioning infrastructure system, economic re-
covery will not be possible. Our Nation’s economic health, competi-
tive advantage, and quality of life are at risk.

In my written testimony, we lay out the well documented needs
of the Nation’s highways, bridges, and transportation systems. Re-
cent congressional and DOT studies concluded that we need to in-
vest at least $225 billion annually in capital improvements to up-
grade our existing system to a good State of repair. We are spend-
ing less than 40 percent of this amount annually. We recommend
$18 billion for necessary reconstruction projects for the Nation’s
highway systems and $5.4 billion for transit projects.

The Environmental Protection Agency reported that we must in-
vest at least $204 billion just to prevent combined sewer overflows
and sanitary sewer overflows. Congress should provide $6.5 billion
for the repair and construction of these systems.
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Our corps of engineers operates and maintains 240 locks at 95
locations, along 12,000 miles of inland waterway. The average lock
on these waterways is 53 years old, past the 50-year service life.
We recommend spending $7 billion in new funding to help reduce
the backlog of projects.

The House Transportation Committee identified $17.5 billion a
year in capital needs. We recommend $600 million for the airport
improvement program. Our Nation’s drinking water faces an an-
nual shortfall of $11 billion to replace aging systems and comply
with Federal water regulations. We recommend at least $1 billion
in new financial investments. We estimated that $10 billion is
needed by 2009 to address all the critical non-Federal dams, dams
which pose a direct risk to human life if they fail. We recommend
$200 million for the dams in greatest need.

Too many American children go to schools in overcrowded build-
ings, with leaky roofs, faulty electrical systems, and outdated tech-
nology, all of which compromise their ability to develop the edu-
cational skills necessary for the workforce in the 21st century. We
recommend at least $2 billion for school construction.

We must also consider other solutions, such as a national infra-
structure bank, a Federal multiyear capital budget. Public-private
partnerships should be considered as one of the means of financing
infrastructure improvement. Other options should be considered.
User fees and trust funds, impact fees, toll revenues, mileage-based
user fees, revenue bonds, and tax-exempt financing. All of these
must be considered.

I would like to thank you for the opportunity for ASE to share
our views. We look forward to working with the Committee on
Ways and Means in efforts to address these serious concerns, and
would be happy to answer any questions. Thank you.

Chairman RANGEL. Thank you, President Mongan.

[The prepared statement of Mr. Mongan follows:]

Statement of David Mongan, President,
American Society of Civil Engineers

Good Morning Mr. Chairman and Members of the Committee. I am David Mongan
and I am pleased to testify on the issues of economic recovery, job creation and in-
vestment in America. I am here today in my capacity as the President of the Amer-
ican Society of Civil Engineers (ASCE).

ASCE was founded in 1852 and is the country’s oldest national civil engineering
organization. It represents more than 146,000 civil engineers individually in private
practice, Government, industry, and academia who are dedicated to the advance-
ment of the science and profession of civil engineering. ASCE is a non-profit edu-
cational and professional society organized under Part 1.501(c)(3) of the Internal
Revenue Code.

In my professional life, I am President of Whitney, Bailey, Cox & Magnani, LLC,
in Baltimore, MD., an architectural/engineering/construction firm providing profes-
sional services in highway and bridge engineering, architectural design of institu-
tional, commercial and industrial buildings, transportation planning, environmental
engineering, land development and site engineering, landscape architecture, design
of waterfront and marine-related facilities, construction inspection, and field sur-
veying.

II. NEED FOR ECONOMIC RECOVERY

For a variety of reasons well known to this Committee, the nation faces severe
economic hardship in the coming months. Many economists already believe that the
nation is in a recession. For example, the Congressional Budget Office (CBO) pre-
dicts that the country’s real gross domestic product will decline noticeably in 2009.
The CBO estimates that unemployment will exceed six percent next year nationally;
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in many parts of the country the job loss is predicted to be far steeper.This is grim
news. It is clear that Congress and the President will have to work quickly to soften
the worst of the slowdown. Just last week, Ben Bernanke, Chairman of the Federal
Reserve Board, testified before the House Budget Committee that further economic
recovery legislation probably is required.

“With the [economic] outlook exceptionally uncertain, the optimal timing, scale,
and composition of any fiscal package is unclear,” Mr. Bernanke said. “With the
economy likely to be weak for several quarters, and with some risk of a protracted
slowdown, consideration of a fiscal package by the Congress at this juncture seems
appropriate. Any fiscal package should be structured so that its peak effects on ag-
gregate spending and economic activity are felt when they are most needed, namely,
during the period in which economic activity would otherwise be expected to be
weak.” ASCE concurs in this judgment. We support efforts to pass legislation to pro-
mote a national economic recovery in a time of financial distress.

Such an action would serve the dual purpose of reviving the nation’s economy and
the nation’s infrastructure. Currently, much is being written about the relationship
between infrastructure investment and job creation. In April of this year, the U.S.
Department of Transportation (DOT) reported every $1 billion of Federal highway
investment (including the accompanying state match) supports 34,779 jobs. It is im-
portant to note the total number of jobs supported by highway investment-including
construction-related jobs and dependent industries—rose about 12.5 percent from
1.65 million jobs in 1996 to 2.13 million jobs in 2007 as a result of increased high-
way investment from all levels of Government.

Additionally, these jobs would be created quickly as Federal, state and local gov-
ernments have numerous projects in a number of infrastructure categories ready to
go. In the areas discussed later in this testimony, a large number of infrastructure
improvement projects have been identified and lack only the funding to proceed.

These investments produce different types of jobs—direct, indirect and induced.
Direct jobs are construction jobs. Indirect jobs are created in industries that support
the building of infrastructure—asphalt, concrete, steel, engineers, and designers. Fi-
nally, there are the induced jobs, the stores, gas stations, and restaurants that fol-
low once the infrastructure is built.

III. NEED FOR INFRASTRUCTURE INVESTMENTS

As an initial matter, we firmly believe that any economic recovery legislation
should contain significant new funding for many of the nation’s aging infrastructure
systems, which are the indispensable lifelines of our economy. The nation’s surface
transportation systems, waste-water treatment facilities, waterways, airports and
schools are all in need of repair and updates. We recommend $40.7 billion in in-
frastructure spending as part of any economic recovery legislation.

Three years ago, ASCE’s 2004 Report Card for America’s Infrastructure gave an
overall grade of “D” to 15 critical infrastructure systems. We said then that it would
take an estimated $1.6 trillion to upgrade the existing infrastructure. Little has
changed in the three years since we handed out that dismal grade, and establishing
a long-term plan to finance the development and maintenance of our infrastructure
remains a pressing national priority. This nation continues to under-invest in infra-
structure at the national level. Earlier this year, the CBO reported that the total
of all Federal spending for infrastructure as a share of all Federal spending has
steadily declined over the last 30 years.

The dangers of the nation’s crumbling infrastructure to our economic health are
as great as those posed by the current financial crisis. The nation’s infrastructure
is the foundation on which our economy stands. Without a modern, functioning sys-
tem of highways, bridges, mass-transit, drinking-water systems, sewage systems,
levees, dams, school and other elements of the infrastructure, economic recovery will
be impossible. Simply put, without proper investment and attention to these net-
works, our nation’s economic health, competitive advantage, and quality of life are
at risk. Below we cite only a few of the more immediate infrastructure investment
needs.

A. Surface Transportation System

The CBO recently estimated that America’s investment in surface transportation
infrastructure by all levels of government in 2004 was $191 billion (in 2006 dollars),
or 1.5 percent of gross domestic product (GDP).

The Federal Government provided about one-quarter of those funds, and states
and localities provided the rest. Those funds were split about equally between
spending for capital projects and operation and maintenance. Most of that spending
was for roads. In comparison, the Chinese government invested an estimated 2.5
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percent of GDP in highway construction in 2001, according to the American Road
and Transportation Builders Association.

The National Surface Transportation Policy and Revenue Study Commission con-
cluded this year: “We need to invest at least $225 billion annually from all sources
for the next 50 years to upgrade our existing system to a state of good repair and
create a more advanced surface transportation system to sustain and ensure strong
economic growth for our families. We are spending less than 40 percent of this
amount today.”

In 2007, the Department of Transportation (DOT) reported that the cost to main-
tain the nation’s highways would require an annual investment of $78.8 billion in
2004 dollars by all levels of government. Even at this level, however, congestion
would worsen, according to the report, because it would finance too little new high-
way capacity. The U.S. DOT report calculates an annual investment of $89.7 billion
in 2004 dollars would be required to achieve this policy goal. Most of the additional
$11 billion investment each year would be for new capacity.

The DOT report, however, may understate the need. The American Road and
Transportation Builders Association believes that Federal highway funding in the
next surface transportation bill would have to start at $54.5 billion in FY 2010 and
grow to $61.5 billion by FY 2015 to provide the Federal share of the annual highway
investment needed to maintain both physical conditions and operating performance.

Additionally, in February, the House Transportation and Infrastructure Com-
mittee estimated that there are $15.8 billion in capital needs to maintain the na-
tion’s public transit systems in their present condition. The need increases to $21.8
billion if funds are authorized for transit improvements.

B. Wastewater Treatment Systems

In January, 2008 the Environmental Protection Agency (EPA) reported that we
must invest at least $202.5 billion just to prevent combined sewer overflows and
sanitary sewer overflows at the nation’s 16,000 publicly owned wastewater treat-
ment works.

In 2002, the EPA estimated that the projected gap in what is spent on sewage
treatment systems and what is needed was between $331 billion and $450 billion
by 2019.

C. Waterways Infrastructure

The U.S. Army Corps of Engineers operates and maintains 240 locks at 195 loca-
tions along 12,000 miles of inland waterways. The average lock on these waterways
is 53 years old—past the 50-year service life.

The average cost to replace a lock is $600 million, if we were to replace just half
of the 240 locks that are known to be beyond their design life, we would need to
spend $72 billion. To rehabilitate the other half of the system would cost another
$30 billion. The total figure is more than $100 billion just to bring our antiquated
waterways up to modern required conditions.

At the annual rate of spending of $180 million in the Administration’s budget pro-
posal for FY 2009, it would take the Corps 20 years simply to fund all the inland
%%BX?YS projects authorized in the Water Resources Development Act of 2007

D. Aviation

In February of the 2008, the House Transportation Committee identified $17.5
billion a year in airport capital needs. Funding is badly needed if we are to avoid
costly delays in the future.

E. Drinking-Water

The nation’s drinking-water treatment systems face an annual shortfall of $11
billion to replace aging facilities that are near the end of their useful life and to
comply with existing and future Federal water regulations. The shortfall does not
account for any growth in the demand for drinking-water over the next 20 years.
F. Dams

In 2004, we estimated that $10.1 billion is needed by 2019 to address all crit-
ical non-Federal dams, dams which pose a direct risk to human life should they fail.
G. Schools

The ASCE 2004 Report Card for America’s Infrastructure gave the nation’s schools
a D. The last detailed report from the Department of Education stated in 1999 that
$127 billion a year was needed to bring facilities into good condition. Too many of
America’s children go to school in overcrowded buildings with leaky roofs, faulty
electrical systems, and outdated technology, all of which compromise their ability to
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achieve, succeed, and develop the educational skills necessary for the workforce of
the 21st Century.

IV. INVESTMENT PROPOSALS

A. Surface Transportation System

Recovery legislation should provide $18 billion for necessary reconstruc-
tion projects for the nation’s highway systems. A number of state departments
of transportation polled by the American Association of State Highway Officials ear-
lier this year identified more than 3,000 highway projects totaling approximately
$18 billion that could be implemented 30 to 90 days after enactment of Federal eco-
nomic recovery legislation.

There are $4.6 billion worth of transit projects ready to begin construction today,
according to the American Public Transit Association (APTA). Congress also has au-
thorized another $800 million in projects to avoid immediate service cuts through-
out the country. We recommend that Congress provide $5.4 billion for transit
projects as part of the economic recovery legislation.

B. Wastewater Systems

Congress should authorize $6.5 billion for the repair and construction of
publicly owned sewage treatment works (POTWs). There are between $3 bil-
lion and $10 billion worth of upgrades for publicly owned treatment works now on
the drawing boards. Construction could begin within weeks if Congress provides the
required assistance. Under the program that passed the House in September (H.R.
7110), the EPA would have had the discretion to use only one and a half percent
of the $6.5 billion in the bill (approximately $100 million) in the form of grants. Any
new funds should be distributed primarily in the form of grants or negative-interest
loans for ready-to-go POTW projects based on the local community’s economic situa-
tion.

C. Waterways Infrastructure Repairs Pending

The U.S. Army Corps of Engineers has an enormous amount of infrastructure
work that needs tending. We estimate that the Corps requires approximately
$7 billion in new funding to:

¢ Substantially reduce the backlog of critical maintenance and repairs at an es-
timated 360 multiple purpose flood-control, hydropower, recreation, water-
supply, and navigation projects and upgrade recreation facilities.

¢ Improve the safety of several high-risk dams.

* Restore and improve hydropower plants to meet an industry standard 98 per-
cent plant availability.

¢ Recapitalize the oldest and most at-risk projects on the nation’s 12,000 miles
of inland waterways.

¢ Fully dredge to their authorized depth the nation’s 296 highest use, deep-
draft commercial ports. These ports manage approximately 2.6 billion tons or
94 percent of the nation’s commercial import and export commerce.

¢ Fully dredge inland waterways to their authorized depth and width to ensure
that the approximately 750 million tons of commercial goods that flow
through these works annually reach their intended markets. Among the in-
dustries most affected by the aging waterways are agricultural exports and
all bulk commodities, including iron ore for domestic steel plants, coal for
po}zver plants, and fertilizer as well as bulk road construction materials and
others.

¢ Repair and upgrade critical coastal protection projects that defend key popu-
lation centers from natural disasters.

D. Aviation

Congress should authorize $600 million for the Airport Improvement Pro-
gram. The Federal Aviation Administration has reported it could use that amount
for “ready-to-go” projects. The types of projects include safety and security projects
such as runway improvements, runway lighting, signage improvements, security en-
hancements, etc.

E. Drinking-Water

We recommend that Congress provide $1 billion in new financial aid to the na-
tion’s drinking-water treatment systems to begin critically needed upgrades.
F. Dams

We recommend that the economic recovery package contain $200 million for the
dams in greatest need of repair.
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G. Needed School Repairs

Congress should consider a $2 billion emergency public school renova-
tion and repair program to help states meet the school facility needs of
local communities by providing resources to repair, renovate, and mod-
ernize America’s schools. Equally important, its enactment will stimulate the cre-
ation of thousands of new jobs in construction-related services. It is estimated that
$2 billion for this purpose would be sufficient to create an estimated 32,300 jobs.

While there are many other worthwhile infrastructure programs that concern us
deeply, ASCE believes that the list above is a badly needed beginning to the prob-
lem of renewing our economy and preserving public health, safety, and welfare
through a concentrated Federal reinvestment in America’s failing infrastructure.

V. LONG TERM SOLUTIONS TO THE INFRASTRUCTURE CRISIS

A. National Infrastructure Bank

The National Infrastructure Bank Act of 2007 (S. 1926) would begin to address
a problem that is rapidly approaching crisis levels—the physical deterioration of the
nation’s major public works systems. It would prime the pump to begin meeting the
staggering investment needs for our infrastructure.

Briefly, the legislation would establish a National Infrastructure Bank. The Bank
would be an independent body designed to evaluate and finance “capacity-building”
infrastructure projects of substantial regional and national significance.

Eligible infrastructure projects would be limited to publicly owned mass transit
systems, public housing, roads, bridges, drinking-water systems, and sewage-treat-
ment systems.

Sponsors—states, cities, counties, tribes, or an infrastructure agency such as a
transit or wastewater treatment agency, or a consortium of these entities—would
propose infrastructure projects for the bank to fund. To be eligible, the projects
would need a minimum Federal investment of $75 million.

We believe a National Infrastructure Bank is essential to beginning the long-term
effort to maintain or replace economically vital infrastructure systems across the na-
tion. This nation cannot afford to wait much longer to invest significant sums in its
infrastructure.

B. Federal Capital Budget

ASCE supports the establishment of a Federal multi-year capital budget for public
works infrastructure construction and rehabilitation. This budget would be similar
to those used by state and local governments. The capital budget must be separated
from non-capital Federal expenditures. The current budgeting process at the Fed-
eral Government level has a short-term, one- to two-year, focus. Infrastructure, by
its very nature, is a long-term investment.

The current Federal budget process does not differentiate between expenditures
for current consumption and long-term assets. This causes major inefficiencies in
the planning, design and construction process for long-term investments. A Federal
capital budget could create a mechanism to help reduce the constant conflict be-
tween short-term and long-term needs. It also would help increase public awareness
of the problems and needs facing this country’s physical infrastructure.

Without long-term financial assurance, the ability of the Federal, state, and local
governments to do effective infrastructure investment planning is constrained se-
verely.

C. Public-Private Partnerships

We need to say a few words about the use of public-private partnerships (PPPs)
in providing financial assistance to U.S. infrastructure. PPPs are contractual rela-
tionships between public and private sectors in infrastructure development. They
have been defined as “a cooperative venture between the public and private sectors,
built on the expertise of each partner that best meets clearly defined public needs
through the appropriate allocation of resources, risks and rewards.”

ASCE recognizes PPPs as one of many methods of financing infrastructure im-
provements. ASCE supports the use of PPPs only when the public interest is pro-
tected and the following criteria are met:

¢ Any public revenue derived from PPPs must be dedicated exclusively to com-
parable infrastructure facilities in the state or locality where the project is
based.

¢ PPP contracts must include performance criteria that address long-term via-
bility, life-cycle costs, and residual value.

« Transparency must be a key element in all aspects of contract development,
including all terms and conditions in the contract. There should be public par-



55

ticipation and compliance with all applicable planning and design standards,
and environmental requirements.

¢ The selection of professional engineers as consultants and subcontractors by
Federal, state, and local agencies should be based solely on the qualifications
of the firm.

ASCE supports the development of criteria by governing agencies to protect the
public interest. Examples of criteria include input from affected individuals and
communities, effectiveness, accountability, transparency, equity, public access, con-
sumer rights, safety and security, sustainability, long-term ownership, and reason-
able rate of return.

D. Other Financing Options
In addition, ASCE supports the following financing options.

¢ User fees (such as a motor fuel sales tax) indexed to the Consumer Price
Index.

¢ Appropriations from general treasury funds, issuance of revenue bonds, and
tax-exempt financing at state and local levels.

¢ Trust funds or alternative reliable funding sources established at the local,
state and regional levels, including use of sales tax, impact fees, vehicle reg-
istration fees, toll revenues, and mileage based user fees be developed to aug-
ment allocations from Federal trust funds, general treasuries funds and
bonds.

« State infrastructure banks, bonding and other innovative financing mecha-
nisms as appropriate for the leveraging of available transportation program
dollars, but not in excess of, or as a means to supplant user fee increases.

¢ The use of budgetary firewalls to eliminate the diversion of user revenues for
non-infrastructure purposes.

VI. 3% Government Withholding

Another burden that will soon be placed on the nation’s infrastructure will go into
effect in 2011, when a Federal mandate that Federal, state, and local governments
withhold 3 percent from payments for goods and services activates. Section 511 of
the Tax Increase Prevention and Reconciliation Act (PL 109-222) will add millions
to the cost of the nation’s infrastructure as engineering firms, construction compa-
nies and governments at all levels struggle to absorb the added cost of doing busi-
ness. Compliance will reduce cash assets that are used to pay company employees
and other day-to-day expenses. Many construction projects profits are not realized
until the end of a multiyear contract. Despite this, contractors will have had three
percent withheld throughout the life of the contract. We strongly urge Congress to
repeal Section 511 before it goes in to effect in 2011.

VII. CONCLUSIONS

Thank you for the opportunity for the American Society of Civil Engineers to
share our views. We look forward to working with the Ways and Means Committee
in efforts to address these serious concerns. I would be happy to answer any ques-
tions you may have.

——

Chairman RANGEL. Now we will have President Van Roekel,
who is representing the National Education Association, to testify.

STATEMENT OF DENNIS VAN ROEKEL, PRESIDENT,
NATIONAL EDUCATION ASSOCIATION

Mr. VAN ROEKEL. Good morning, Chairman Rangel and Rank-
ing Member McCrery, and Members of the Committee. Thank you
for the opportunity to be here. My name is Dennis Van Roekel; I
am the new president of the National Education Association.

Today, I would like to focus on the impact of the Nation’s eco-
nomic crisis on education; specifically, the major infrastructure
needs of our Nation’s public schools, and the positive impact that
investments in school construction can have on local economies.
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Many of NEA’s 3.2 million members have already seen firsthand
how our Nation’s deteriorating economy is affecting public schools
and the 55 million children who attend them. We are seeing budget
cuts and staff layoffs. Detroit has laid off 700 teachers; Los Angeles
has laid off 500 administrators; Miami-Dade County in Florida has
laid off hundreds of schools psychologists, maintenance workers,
and custodians.

We are also seeing the stress on families who are struggling to
get by. A record number of students are homeless or poor enough
to qualify for free or reduced school meals. Schools report a steady
stream of anxious parents, often in tears, pleading for free meals
for their children because they just don’t have the 70 cents per day
for reduced priced meals. We are seeing more students who need
donated backpacks and school supplies because their families can-
not afford to provide them.

Congress must take immediate action to stimulate our economy.
NEA believes that any stimulus plan must include investing in
school infrastructure. The average school in America was built al-
most 50 years ago. Public schools need to spend an estimated $17
billion a year just to maintain their existing structures and
grounds. Many schools are falling behind in keeping up.

Every day across this Nation, millions of children attend schools
that are not fit for children. Many schools hold classes in tem-
porary trailers, converted closets, and even in hallways.

The quality of school facilities varies dramatically and inequi-
tably. School districts with higher proportion of low income chil-
dren have less funding for construction, less funding for renovation,
repairs, and maintenance than their counterpart wealthier dis-
tricts. So, their students suffer. Don’t let anyone tell you that the
physical condition of a building doesn’t affect learning, because we
know it does. That is why I would like to thank you, Mr. Chair-
man, for your leadership on this issue, particularly for creating
qualified zone academy bonds and sponsoring the America’s Better
Classroom Act, the ABC Act. NEA is proud to support the ABC
Act.

In providing for the issuance of more than $25 billion in bonds
for school modernization projects, your bill would save millions of
dollars in interest payments for States and districts, and help com-
munities stretch limited resources to pay for additional school facil-
ity projects as well as essential education programs. We are
pleased that your bill has such strong bipartisan support with over
220 cosponsors, and we look forward to working with you toward
its passage next year.

In the short term, however, we believe that school infrastructure
funding must be part of any Federal stimulus package. NEA’s anal-
ysis suggests that investing $250 billion over a 5-year period for re-
pair and maintenance of school facilities would support 50,000 jobs
per year.

In the last two statewide bond cycles in California, $10 billion in
school construction expenditures created more than 175,000 jobs.
But in addition to creating jobs, investing in school infrastructure
has a positive effect on residential property values. But the most
important reason to invest in our schools is because of our children.
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When we build or modernize schools, we are not just buying bricks
and mortar, we are investing in children’s future.

Today, one-fourth of our students are in schools that are consid-
ered substandard or even unhealthy. We must upgrade or replace
these old schools to improve air quality and increase the amount
of natural light. Following green principles can not only make our
children healthier and help them learn better, it can also save as
much as $20 billion in energy costs over the next 10 years.

Mr. Chairman, my written testimony includes more details about
some of the points I have mentioned, but today I want to thank you
for the opportunity to address the Committee, and I would be
happy to answer any questions. Thank you, sir.

[The prepared statement of Mr. Van Roekel follows:]

Statement of Dennis Van Roekel, President,
National Education Association

Chairman Rangel and Members of the Committee:

Thank you for the opportunity to speak with you today about the infrastructure
challenges facing our nation’s schools, and the critical link between infrastructure
investments and economic stimulus.

My name is Dennis Van Roekel and I am honored to be here today as the new
President of the National Education Association, representing the views of 3.2 mil-
lion educators working tirelessly every day in public schools across the country to
ensure every student the opportunity to excel.

Today, I would like to focus on the impact of the economic crisis on schools and
the students they serve, the significant infrastructure needs facing our nation’s pub-
lic schools, and the real impact investments in school construction can have on local
economies.

Impact of the Economic Crisis on Schools

As many as 27 states are predicting deficits for FY09 of at least $25 billion. As
a result, a growing number of states have made or are considering harmful cuts in
education and other vital services. Some states have already been forced to layoff
school staff. For example, Detroit has laid off 700 teachers; Los Angeles has laid
off 500 administrators; and Miami-Dade County has laid off hundreds of school psy-
chologists, maintenance workers, and custodians. Rising fuel costs are forcing school
districts to take drastic measures, including trimming or eliminating bus service,
cutting all field trips, and shortening the school week.

The economic crisis is not only threatening education funding, but is impacting
the daily lives of our students and their families:

* With the frightening rise in mortgage foreclosures, schools are seeing record
numbers of students who are homeless or poor enough to qualify for free
school meals.

¢ Many districts are being forced to raise prices for school meals due to esca-
lating food costs. Schools report a steady stream of anxious parents, often in
tears, pleading for free meals for their children because they do not have 70
cents a day for reduced price meals.

¢ Schools also report record numbers of students needing donated backpacks
and school supplies, because their families cannot afford to buy them.

Clearly, Congress needs to take immediate action to help alleviate the pressure
on state budgets and working families. We have urged Congress to pass a stimulus
package with state fiscal relief, a temporary increase in the Federal Medicaid
match, extensions of unemployment benefits, and increases in nutrition assistance.

School Infrastructure Needs

Our nation’s public schools are in desperate need of repair and renovation. Across
the country, children go to school in overcrowded buildings with leaky roofs, faulty
electrical systems, and outdated technology. Some schools hold classes in “tem-
porary” trailers, converted closets, and hallways. In 2003, the Modular Building In-
stitute estimated that more than 220,000 portable classrooms were in use by public
school systems in the United States. Too many students attend schools that lack the
basic electrical and telecommunications equipment necessary for connection to the
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Internet or the use of new education technologies. In 2004, the American Society
of Civil Engineers gave public school infrastructure a grade of “D.”

This is not a new problem. NEA has been working on the school modernization
issue for over a decade. And, the problem has only been exacerbated since Congress
first looked at the issue in the 1990s.

The demands of today’s educational programs and services are overwhelming the
structural capacity of the average school in America, built almost fifty years ago.
According to a 1999 study completed by the National Center for Education Statistics
(NCES), the average public school building in the United States was 42 years old.
The mean age for schools in this study ranged from 46 years in the Northeast and
central states to 37 years in the Southeast. About one-fourth (28 percent) of all pub-
lic schools were built before 1950, and 45 percent of all public schools were built
between 1950 and 1969. Seventeen percent of public schools were built between
1970 and 1984, and 10 percent were built after 1985.

Public K-12 schools throughout the nation need to spend an estimated $17 billion
a year just to maintain existing structures and grounds. And there is evidence that
many schools are falling behind. According to an NCES survey in 1999, 76 percent
of all schools reported that they had deferred maintenance of their buildings and
needed additional funding to bring them up to standard. The total deferred mainte-
nance exceeded $100 billion, an estimate in line with earlier findings by the Govern-
ment Accounting Office (GAO). In New York City alone, officials have identified $1.7
billion of deferred maintenance projects on 800 city school buildings. NEA’s May
2000 report “Modernizing Our Schools: What Will It Cost?” estimated the nation-
wide cost of repairing, renovating, or building school facilities and installing modern
educational technology at $322 billion—nearly three times previous Government es-
timates.

Historically, local tax revenues have been the dominant source of funds for build-
ing and renovating public school facilities, with support from state governments and
small Federal initiatives, combined, supplying less than a quarter of all facilities
funds nationwide. Usually, state support has been based on a politically determined
amount of available money—without regard to educational needs or construction
costs—and the outcome of a political struggle over how to distribute that money
among a state’s school districts. As a result, the quality of school facilities varies
dramatically, and often inequitably, based on differences between communities’ local
ability to pay and the balance of political power in the state.

Federal investment in school construction is critical to meeting infrastructure
needs and, in particular, to reducing the disparity in overall school facility quality
between low-income and high-income school districts. Schools in districts with a
higher proportion of low-income children have less funding for new construction,
renovations, and major maintenance and repairs than schools with more affluent
student populations. According to the Economic Policy Institute (EPI), between 1995
and 2004, schools in districts with more than 75 percent of students eligible for free
or reduced price lunch spent an average of $4,800 per student on school construc-
tion. In contrast, schools in districts where less than 10 percent of students qualified
for free or reduced price lunch spent an average of $9,361 per student on school con-
struction.

Economic Impact of School Infrastructure Investments

In a time of economic weakness, public investments in the nation’s infrastructure
can provide short-term stimulus and build the foundation for long-term economic
growth. According to EPI, Federal investments in infrastructure, including school
buildings, are required to address critical needs, create jobs, and spur the economy.
In short, investing in school infrastructure acts as a job creation program in the
struggling construction industry—putting Americans to work building or repairing
school facilities. This work puts money in the pockets of those workers immediately,
and it can lead to higher productivity in the future.

According to EPI, investments for the purpose of short-term stimulus can empha-
size repairs in which the work can start and be completed quickly. The economic
activity and jobs directly created by this spending have a beneficial ripple effect as,
for instance, construction firms purchase materials and employees spend their sala-
ries. NEA’s analysis suggests that using $20 billion spread over a five-year period
for maintenance and repair on school facilities would support 50,000 jobs per year.

In recent years, investments in school construction across the country have been
shown to have a significant multiplier effect on local economies. For example:

¢ In July of this year, researchers at Rutgers University estimated the eco-
nomic impacts of planned school construction projects in New Jersey for the
next five years. Their findings: each $1 million of spending on school construc-
tion will generate: 8.7 job years (one job-year is equal to one full-time job last-
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ing one year); $469,000 in income; more than $13,000 and $16,000 in state
and local tax revenue, respectively; and $611,000 in gross state product. Over
the next five-years, the state expects to spend $5.4 billion on school construc-
tion, which will generate almost 9,400 full-time jobs annually; $2.5 billion in
income; $3.3 billion in GDP; $369 million in Federal tax revenues; $72 million
in state tax revenues; and $87 million in local tax revenues. This includes
both the direct economic effects and the indirect (multiplier) effects of the
subsequent economic activity.

* In the last two statewide bond cycles in California, $10 billion in school con-
struction expenditures created more than 175,000 jobs and generated twice
the economic activity ($20 billion) as the initial investment.

¢ According to a 2007 analysis by West Virginia University, the School Building
Authority of West Virginia spent more than $500 million on school construc-
tion projects between 2003 and 2007. The result—$1.09 billion in business
volume, 9,620 job-years (an average of 1,924 jobs each year), $281 million in
employee compensation, and $16 million in state tax revenues.

¢ A study of the economic impact of Boston’s eight research universities deter-
mined that the “multiplier effect” of the eight universities’ spending within
the region on payroll, purchasing, and construction generated an additional
$3.9 billion in regional economic output, $1.6 billion in wages, and more than
37,000 full-time-equivalent jobs in 2000.

¢ A report released last year determined that 20 universities in middle Ten-
nessee directly injected $249 million in construction and equipment-related
expenditures in 2004 in the middle Tennessee region. Taking into account in-
direct and induced impacts, the capital expenditures of the 20 universities
generated a total of $456 million in business revenue, $183 million in per-
sonal income, 4,722 jobs, and $13.6 million in state and local taxes.

In addition to job creation, investment in school infrastructure has been shown
to have a direct and positive impact on residential property values. New or well-
maintained school facilities can help revitalize distressed neighborhoods. School
quality helps determine localities’ quality of life and can affect the ability of an area
to attract businesses and workers. For example, in Oklahoma City, the renovation
and reopening of Cleveland Elementary School increased property values by 30 to
100 percent.

Impact of School Infrastructure Investments on Student Learning

In addition to stimulating local economies, it is clear that school modernization
enhances student learning in many ways. For example, it:

¢ Addresses concerns for overcrowding.

¢ Allows educators to plan an environment that is more conducive to cur-
riculum integration, engaged learning, and technology integration.

. Bulilds the infrastructure to support and meet the demands of modern tech-
nology.

¢ Addresses safety and environmental concerns brought about from aging struc-
tures which used unsafe materials, such as asbestos.

¢ Improves student and staff morale by establishing learning communities in-

stead of isolated classrooms in a long hallway.

Enhances the inclusion of new cutting edge technology.

Adds to property values, thereby improving the community.

Enhances the school as a community center.

Improves the offering of extracurricular activities for students, giving them

a constructive avenue for learning through teaming and physical accomplish-

ments.

¢ Improves the environment for offering after-school learning activities to meet
the needs of the community, such as tutoring services, clubs, etc.

e o o o

A growing body of research supports the relationship between the condition of a
school’s facilities and student achievement:

¢ A recent study (The Walls Speak: The Interplay of Quality Facilities, School
Climate, and Student Achievement, 2006) found a positive correlation between
a school facility’s condition, school climate, and student achievement.

¢ Another study (The Impact of School Environments, 2004) analyzing 25 years
of research found the majority supporting the relationship between school
quality and student performance. Conversely, a study of Houston schools (The
Wise Man Builds His House Upon the Rock, 2004) related poor school condi-
tions to poor school performance.
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¢ A 1996 study by the Virginia Polytechnic Institute and State University found
a significant difference in academic achievement between students in sub-
standard classrooms and demographically similar children in a first-class
learning environment.

¢ Similarly, a 1995 study of North Dakota high schools found a positive correla-
tion between school conditions and student achievement and behavior. A 1995
study of overcrowded schools in New York City found students in such schools
scored significantly lower on both mathematics and reading exams than did
similar students in underutilized schools.

School Modernization and “Green Schools”

Modernizing our nation’s schools is also critical to ensure students and educators
a healthy environment. Twenty percent of the American population spends their
days in school buildings, and one quarter of these students and school staff attend
schools that are considered substandard or dangerous to occupant health.

Every child and school staff person has the right to a school with healthy air to
breath and conditions that foster learning. “Green schools” create a safe and healthy
environment that is conducive to teaching and learning while saving energy, re-
sources, and money.

Through long-term and careful planning with students, teachers, administrators,
and members of all community constituencies, high quality, community—centered
educational environments:

* Promote a sense of safety and security

¢ Build connections between members of the school and the community
¢ Instill a sense of pride

+ Engage students in learning

¢ Encourage strong parental involvement

¢ Foster environmental stewardship.

Studies demonstrate that green schools directly benefit student health and per-
formance. These studies show that:

Daylight improves performance

Good indoor air quality improves health

Acoustics increase learning potential

Mold prevention decreases asthma incidences (asthma is the number one
cause of school absenteeism due to a chronic illness)

« Comfortable indoor temperatures increase occupant satisfaction.

e o o o

If all new school construction and renovation used the “green” approach starting
today, energy savings alone would total $20 billion over the next 10 years. On aver-
age, green buildings expect an 11 percent decrease in operating costs, a 6 percent
increase in building value, and a 14 percent decrease in energy use. New green
schools can expect to save 20—40 percent in annual utility costs; while renovated
green schools will save 20-30 percent.

Perhaps most importantly, student achievement is greater in above-standard
buildings compared to below-standard buildings. For example, students taught in
classrooms with daylight produce higher test scores than those in classrooms with
no direct daylight.

Conclusion

Investment in school infrastructure provides a win-win scenario—it improves
teaching and learning environments, helps maximize student achievement, and cre-
ates jobs that help stimulate local economies while putting more money into the
hands of working families. A short-term investment in school repair can have a
long-term impact on our nation’s economic well-being. We urge Congress to invest
in school infrastructure as part of any stimulus package.

Thank you for the opportunity to speak with you today.

[Supplementary Information from Mr. Van Roekel follows:]
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Teaching, Learning and Leading Survey (TELLS)

Since 2005, the National Educalion Asscdiation has partnenad with the New Testher
Center, University of Califarnda Santa Cruz (WNTC) to suppoet the wark an conducting
FEateeide teachar wﬂrh-iﬂg conditiand surveyd, Based on the work starmed in 2000 in
Narth Carglina, the Teaching, Leaming and Leadng Survey [TELLS) progess has been
successful in praviding data that can inform substantive schoal improvement, teacher
recruitment and retenticn congerns, lepislative and politicad programs, as well as
pravide the woice of teachers inte schoal refarm.  TELLS resufts peavide individual
districts ard schaols with reliable data regarding their own [eachers perspailive on
thedr working conditions and the impact of these conditions on student achievement.
The dats allows irdividual schoals and communities Lo consider approgriale poksie and
programs fo address the unique concarns of their teathing force, Data gathered from
the tens of thausards of Surveys representing miore than ten states andfar lange school
districts has the potentlal 1o mprove tescher working conditicns in every school based
on the voice that matters mast—classroom teachers, Conseguently, the initiative holds
the promise to dramatically sterm teacher attrition and significantly improve studant
learning results,

Palicymakers, practitioners, and researchers have long realized that teaching gquality
is the mast impartant variable for the success of students [Hanushek, Rivkin B Kain,
1%498; tanders & Rhvers, 1996). Supporties school environments, where aducators are
valusd, trustad, ard have the time and ability 1o callaborate bo Fmgrows ingtrection, are
nefessany ta enable teachars to be successful. Folicgmakars have pald litthe attantion to
the warking conditions in schaols [Hanushek & Rivkin, 2007) that are so critical to
teacher retention and teacher and student success. A growing body of reseanch clearly
demanstrates that assessing, understanding, and improving such conditions can have
many benefits:

Improved Student Learmimg: Teachers' sugcess with students & facilitated by a
positive school context, such as support from leadership and being in a safe and
collaborative working envircament, Several siatlewide studies have demonsirated
that the presence of positive wark environments is significantly connected to
increased student achissement (Hirsch B Emarick, 2007, 20063, b). In particular,
harving stromg, trusting relationships— both internally and  extemally—,and
sypportive school keadership are bath essential 1o improving student achiesvement.

Improved Teather Efficacy and Motivation: Teschers” perceptions of their schoal
are thewr reality; therefore, teachers’ bohavior and effcacy are a direct result of
those views. In a recent literature resiew on teadhing conditions, Leithwaod
(2006) found that teacher efficacy Is significantly shaped by teaching conditions
and that the degree of burnout and teacher engagement are critical to classroom
perfarmance and job satisfaction, He notes, “What teachers actually do in their
schools and dassrooms depends on how teachers perceive and respond to their
working canditions.” The TELLS swrveys that have besn conductsd suppart this
resparch.
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o Improved Tescher Retention: Teachar vwho leme cehaali cite an cppartunity Tar a
barttar traching assigrment, dissatisfaction with support from adminkstratons and
dgisatisTaction with workplace canditions as the man reasons why they sesk olher
cppartunities [NCES, 2004, Marvel, at al, 2006]. Teachers Indicate that a pesithee,
callaborative school cdimate and suppoet from colleagues ard administrators are
the most important factors Influercing whether they stay i a schaal (Hirsch &
Emerick 2007, 2006ah). Res=arch has linked teachers” negative perceptions of
working conditions with their esit freen schools, Factors swch a3 fagilities, safety,
and quality af leadership have a greater effect on teacher mabdty than salary
[Harmushek B Rivkin, 2007), In particular, it appears that facilities that are safe
coupled with supportive schoal leaders who create trusting environments where
educators are engaped in decision making imgacts the latler group™s dedzions
about whers to wark [Hirsch & Emeerick, 2007, 20Ha,b].

©  Meow Recruitment Strategies to Entice Educators to Work in Mard-to-5taff Schools:
Teachers who are \'|I||||T'I 10 teach in hasd-to-statl scheols indecate that SIrong
supportive school leadership, an engaged community and parents, safety, and
working comditions are pll importent Factars when sefagling whare [0 work,
Further, when Alabama educatars were asked about incentives that waould attract
therm ta schoeals, nan-financsl incenties, duch as guarantesd plapning Limse and
reduced class sizes, wera found to be more powerful recrutment incenthers than
salary supplements and banuses (Hsch, 2006c). Improving teaching conditions
could alse bodster the teacher supply pood becawse many educators whoe beft due 1o
pace canditicns: may come back if such conditions were enhanced. A survey of
2,000 aducators from Calfornia fond that 28 percent of teachers whao left the
prafession  before  retirement  indicated  that they would come  back i
Improyements were made o tE‘-Kh'I'IE. ard leaming comtions,  Monetary
incentives were found to be less effective in luring them back (Futernick, 2007).

Tes hedp ersure that all students bearn, teachers need Lo work in wchaals designed Far
their sucoess, Positive teaching conditions and safe facilities, where edscators feel
supported and empowered, are essential to creating schools where teachers want to
work and students can thrive,
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Chairman RANGEL. It is now my honor and pleasure to present
my friend Randi Weingarten, who is the president of the American
Federation of Teachers, and to thank her for her constant effort to
improve the quality of education for our children throughout our
city, our State, and our great country.

STATEMENT OF RANDI WEINGARTEN, PRESIDENT,
AMERICAN FEDERATION OF TEACHERS

Ms. WEINGARTEN. Thank you, Chairman Rangel, very much
and thank you for that introduction and for all of your work. Thank
you, Ranking Member McCrery, and thank you all the Members of
the Committee. Thank you for the opportunity to testify on the ur-
gent need for Congress to pass an economic stimulus package that
economically invests, not divests in American future.

As Chairman Rangel said, my name is Randi Weingarten and
like Dennis Van Roekel, I am the new president of the AFT, still
the president of the UFT in New York, and this is the first time
I have had the honor in that capacity to testify before you.

Some may think it is odd for the presidents of both teacher
unions to be at a hearing on economic stimulus, but the number
one concern of the 1.4 million members of the AFT is the health
of our economy. The simple fact is this: Education and the economy
are intertwined. Neither is strong when the other is weak. When
the economy is weak, workers lose their jobs, homes and health
care. The effect of these losses don’t just hit workers. It also affects
their children who are our students. When the economy is weak
and governments make spending cuts, they all too often occur in
K through 12 education programs.

Unfortunately, as you've already heard from this esteemed panel,
many States are feeling the economic pinch and are already begin-
ning to make cuts in education. South Carolina, Maryland, New
York and the localities that President Van Roekel mentioned are
not isolated. Just yesterday, Governor Deval Patrick of Massachu-
setts announced that budget shortfalls will mean scaling back his
education reform agenda, and there are many others that we have
included in our testimony, including some testimony from local
Union presidents that I would ask to be made part of this record.

These cuts will have lasting impact on the quality of the edu-
cation that our children receive and on tomorrow’s workforce. We
cannot have a vibrant, strong economy without well prepared stu-
dents. That’s why continued investments even in this difficult time
are so critical.

So, my message is very simple: As Congress works to assemble
a plan to strengthen the economy, it must recognize the benefits
of providing immediate assistance to cash strapped States so they
can continue to provide important public services such as quality
public education and health care. Difficult times demand bold ac-
tion.

The boldest action you can take now is the simplest. Invest in
the foundations of our country’s strength: jobs, education and
health care. One of the reasons States and localities across America
are dealing with record budget deficits is because of the mortgage
crisis. Later this week, I will be visiting the cities of Cleveland,
Cincinnati and Detroit, all places where home foreclosures are ris-
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ing and people are suffering. These trends foretell another crisis,
the eroding revenue base for public education in most of our com-
munities, and it gets worse. Higher unemployment rates are result-
ing in lower consumer spending and decreasing sales tax receipts
which I am afraid will lead to further cuts in critical education,
health care, and infrastructure programs.

The worst outcome for our Nation would be for government to re-
treat from their basic commitments and backslide into a situation
for which it could take decades for us to recover. Investing in edu-
cation and other public services is just as important today as it was
yesterday before this current fiscal crisis, and I would argue prob-
ably more important. We should be moving aggressively toward
strengthening our public services, our infrastructure, our schools
and health care because only by doing that will we remain competi-
tive in the international marketplace and be the world leader we
are today.

Now, you and the Bush Administration have already worked to-
gether to pass two bipartisan initiatives to lessen this crisis, but
more work must be done. It is my sincere hope that the current Ad-
ministration will start now to work with Congress and the new
President to develop a prudent comprehensive countercyclical pack-
age to protect those who did not get relief in the first two bills. The
following are the three priorities we would recommend to include
in the stimulus package: First, expand and increase unemployment
insurance benefits. Without new legislation, 800,000 jobless people
will exhaust their benefits in this month alone. Family mobility
and homelessness often increase with rising unemployment rates
and this type of instability negatively affect school-age children.

Second, bring immediate fiscal relief to the States. As more
States face budget shortfalls they will be forced to cut services to
balance their budgets at a time when citizens need them most. The
Federal Government should increase the contribution to the States’
Medicaid program to $35 billion and increase funding for the Social
Service Block Grant by $20 billion. These countercyclical programs
will provide immediate help to cash strapped States and sustain
vital public services.

Third, and finally, and I will repeat when President Van Roekel
said, investing and improving our infrastructure. States need as-
sistance to rebuild our crumbling infrastructure. This will result in
improved roads, schools, bridges and water systems as well as more
jobs for either unemployed or underemployed. I also urge you to
build on the 3 billion included for school modernization in the
House passed stimulus package by adopting again as Dennis Van
Roekel said, a portion of Chairman Rangel’s ABC school legislation.
During the New York City fiscal crisis, construction was halted and
maintenance was deferred to such an extent that it took the next
30 years to fix the problems created by this inactivity and that
doesn’t even touch upon the education losses that resulted that we
are now only recovered from.

I am confident, as I know most of you are, that our economy will
recover, but I hope that in the process State and local governments
will not be forced to inadvertently worsen the situation by making
cuts that could prove harmful to future generations. We are talking
about people’s lives here and irreversible outcomes if we pursue



67

shortsighted cuts. So, Mr. Chairman, the stimulus package you and
the other Committee chairs are preparing is critical. After a na-
tional election, the historic pattern has been for our Nation to come
together. I hope this trend will continue this year and that Con-
gress will work on a bipartisan basis to fix our economy and make
the intelligent investments needed at this time. Thank you again
for the opportunity to testify and I would be happy to answer ques-
tions.
[The prepared statement of Ms. Weingarten follows:]
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Testimony of Randi Weingarten,
President, American Federation of Teachers,
Before the House Committee on Ways and Means
October 29, 2008
Chairman Rangel, Ranking Member McCrery, and other members

of the House Wavs and Means Commuttee, thank vou for this
opporiunity to testify on the urgent need for Congress (o pass an
economic stimulus package that chooses o invest—aol divest —in
America’s future at this important moment in our nation’s history. My
name 15 Kandi Weingarten and | am president of the American

Federation of Teachers (AFT). [ am also president of the AFT s Mew

York City affiliate, the United Federation of Teachers,

On behalf of the more than 1.4 million members of the AFT, | am
here today to tell you that the number-one concern of AFT members
who include K-12 teachers and other school personnel, healthcare
workers, state and local public employees and higher education faculty

and staff—and their families is the health of the economy.
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Some may think it odd to see the president of the AFT at a hearing
o the econemic stimulus, Bur the simple fact is that education and the
economy arc intertwined. Neither is strong when the other is weak.
When the economy 15 weak, workers lose their jobs, their homes and
their healtheare. The effect of these losses doesn’t hit just the waorkers, it
also affects their children, our students. And when the economy 15 weak
and governments make spending cuts, all too often they make them in
K-16 education. Unfortunately many states feeling the economic pinch

are already beginning fo make cuts in education,

* Virginia is making cuts 1o higher education;

# Flonda is reducing K-12 per-pupil aid and slashing support for
higher education;

e Marvland is cutting funding for school improvement programs;

s And just yesterday, Gov, Deval Patrick of Massachusetts
announced that budget shortfalls will mean scaling back his

cducation reform agenda.

b



70

Those cuts today will have a lasting impact on the guality of education
our children receive and, consequently, on tomorrow's workforce, We

cannot have a vibrant, strong economy without well-prepared students.

That’s why continued investments, even in this difficult time, are
s critical. Consider this finding from the National Institute for Early
Education Research, which reports that for every dollar invested in
preschool, the return is £7 based on the reduced costs of remedial
education and justice svsiem expenditures, and the increased eamings

and taxable revenues, for participants,

S0 my message o you is simple: As Congress works o assemble a
plan to stabilize and strengthen our economy, 1t must recormze the
ghort= amd long-term bemefits of providing assistance o cash-strapped
states so they can continue to provide imporiant public services, such as
quality public education and healtheare, and are not constrained at a time

whien these investments are needed most. In addition, the package also
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must address the other needs of middle- and lower-income families and

workers who have been hit hardest by the struggling economy,

DifMcult imes demand bold sction. The boldest action that you
can take now is the simplest: Invest in the foundations of our country™s

strength—jobs, education and healtheare.

States and localities across Amernica are dealing with record budget
deficiis, According to the Center on Budgel and Policy Pricorifies, at least
3% states faced or are facing shortfalls in their budgets for this fiscal
vear. The problems are expected o continue into next vear and beyond.
Crne factor contributing to the stafe budget crisis is the high rate of home
foreclosures and decliming property values across the nation. In Ohio,
which | will be visiting tomorrow, one in every 362 Cleveland homes
and one in every 395 Cincinnati homes was in some stage of foreclosure
last month, And in Detrodt, which 1 also will visit tomorrow, one out of
every 194 housing units was in the same situation. Each of these

statistics represents multiple personal fragedies, And they foreiell
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another crisis—the eroding base for funding public education in most of
our communities, Amd it just geis worse, Higher unemployment rates are
resulting in lower consumer spending and decreasing sales tax receipts.
Taken together, all of this means lower revenues and culs in crucial
sectors such as education, healtheare and infrastructure, all of which are
integral to improving the economic security and quality of Life of our
citizens, Even without cuts, state and local governmenis would be hard
pressed to provide the same level of services in a time of fluctuating
energy and fuel costs, For school disiricis, this has resulted in
consolidated or ¢liminated bus routes, fewer supplics and instructional
assistants, the loss of professional development lor staff, and increased
class sizes, "Enrichment”™ has become an unaffordable “extra™ in many
communities, as school svstems cut back on field tnps, extracurnculur

activities and athletics.

While the economic landscape iz bleak, the worst possible oulcome
fior our nation would be for governmenis at all levels to retreat from their

commitments in these areas and backshide imto a situation from which it
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could take decades to recover. The fiscal turmoil that has grnipped our
nation in recent months does not change the fact that investing in
education and other public services is just as important today as it was
vesterday—amd arguably 15 far more important. In Gect, these public
services are essential o getting us owt of this recession, We should be
meving ageressively foward investing in strengthening our public
services, our infrastructure, our schools and healthcare, Only by doing so0
will we be competitive in the international marketplace and able to

pemein a world leader

Today's fiscal crisis presents Congress with both challenges and

opportunities,

Congress and the Bush administration already have worked
tomether in passing two bipartisan initiatives to lessen the cnsis, by
enacting laws culling taxes 1o stimulate the economy and approving

5700 billion to stabilize the housing and financial markets,
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But more work must be done. And 1t must be done now. [t is my
singere hope that we will not wait for the new administration, and that
the current administration will start now to work with Congress and the
new preswdent 1o develop a prudent, comprehensive countercyvelical
package to prodect those who did not get relief in the first fwo hills. Most
eeonomists el us that this economic crisis will lust at least two yvears,
and 1 believe the next Congress and the new president will have to pass

additional legislation to address our continuing economic problems.

What follows are my recommendations to help states continue to
invest in education and other public services while also helping those

most vulnerahle cifizens in our nation,

¢ Expand and Raise Unemployment Insurance Benefits.
This committes has previously attempted o pass legislation
to expand unemployment insurance benefits, This should
continue to remain a priority item in the stimulus package.

Withouwt new legislation, according to the National
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Employvment Law Project, approximately 800,000 jobless
persons will exhaust their benefits, It is clear, given the
accelerating rate of unemployment, that people will need
both additional time to tfind new jobs and support while doing
s0. From an educational standpoint, famaly mobility and
homelessness often increase with rising unemployment rates,
and we know that this type of instability negatively affects

the performance of school-age children in the classroom.

{MTer Fiscal Relief to States. This must be a top priorty,
given the growing number of states facing budget shortfalls,
Absent federal assistance, states will be forced to cut services
to balance their budgets, at a ime when citizens necd them
most. [ urge Congress 10 accomplish this by increasing the
federal government’s contribution to the state’s Medicaid
program to 535 billion and by increasing funds by 520 billion
for the Social Service Block Grant { Title XX, which is used

for social services programs administered by the states, These
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countercyclical programs not only will help ensure the
availability of needed health and social services bul also will
help address the revenue shortfalls facing state and local
governments by providing essential financial relief that will

protect the provision of public services.

Federal Infrastructure Investment. Federal assistance for
the rebuilding of our crumbling infrastructure offers a dual
bencfit—improved roads, schools, bridges and water svstems
as well as more jobs for either unemployved or
underemployved workers, Ready-to-go school construction
and maintenance projects are an important part of this
essential rebuilding process and are clearly needed. A
preliminary report on “School Infrastructure Funding Needs”
that was conducted for the AFT estimates that the need for
school infrastructure funding stands at 5256 billion. The
Mational Center for Education Statistics estimates that the

average age of the main instructional public school building
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is 40 years, In addition, the U.S. Government Accountability
OMTce has estimated that 76 percent of all schools reported
that they had deferred maintenance of their buildings and
necded additional funding to bring them up to standard. The
total deferred mainmtenance exceeded $100 billion. In
addition, I have received numerous reports froam our affiliates
arpund the country detailing how state and local governments
are unable w sell bonds or are delaving bond issuances
because of the higher price of borrowing brought on by the
credit crunch, Taken together, this means more children
attend schools without adequate ventilation, acoustics and
light, and more money is being wasted on inefficient heating
and cooling systems. We are losing opportunitics to create

21 st-century learmning environments. | would be remiss if |
did not point out the important contribution that the House-
passed stimulus package made as it included %3 billion in
grants for school construction and renovation. This

comimitiee can add 1o that invesiment by adopling a portion

mn
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of Chairman Rangel’s America’s Better Classroom Act,
which provides federal interest payments on school
construction bonds, During the New York City fiscal crisis in
the T0s, construction was halted and maintenance was
deferred to such an extent that it took the next 30 vears to fix
the problems created by this inactivity. And that doesn't even

touch upon the educational losses that resulied.

I am confident that we will pull out of this fiscal downturn. But [
hope that state and local governments will not have been forced o
inadveriently worsen the situation by making cuis in education and
healthcare that could prove harmfil for years to come or—far worse,
because we are talking about people’s lives here—could be imeversible.
Rather than containing the problem by investing in proven engines of
ourr gconomy, such short-sighted cuts could turn a serious but
containable economic downturn into a crisis of such magnitude it will

harm generations [ come,
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Mr. Chairman, the stimulus package vou and other commitice
chairs are preparing will probably be the first of several additional pieces
of legislation reguired fo address a recession that likely will be with us
for al least the next few years, Thene 1= no doubt that this will be a irying
period for our nation. [ am hopefil it will be a time of bipartizan
cooperation. After a national election, the historic pattern has been for
the mation to come together. | hope this will be the case, and you can be
sure that the American Federation of Teachers will do all within its

power i help in this imporiant process,

Thank you again for this opportunity to share the AFT's views on

this imporiant matter.

Chairman RANGEL. Thank you, Madam President, and again,
thank you to the entire panel for sharing your views with us and
in recognizing that if we are going to do this in a bipartisan way,
we are going to have to impress the Members of Congress within
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your cities and within your State. Of course, recruiting your mem-
bers doesn’t apply of course to Governor Sanford, which I would
suggest that you can leave your members alone and tell them to
stay at home.

But having said that, Governor, do you recognize our Nation is
going through a severe fiscal crisis at this time and do you agree
that the likes of which has never been seen since the Great Depres-
sion?

Mr. SANFORD. Absolutely.

Chairman RANGEL. Do you believe that there is any role for the
Federal Government to play as it relates to the fiscal institutions?
Since you opposed the $700 billion recovery, do you think that we
should have given any financial assistance to these institutions at
all?

Mr. SANFORD. I personally don’t. If you look at our numbers in
terms of—it’s interesting that the latest

Chairman RANGEL. No, that’s good for me. So, you don’t believe
we should have any responsibility exposing to the taxpayer to any-
thing as it relates to that problem?

Mr. SANFORD. Well, they are already exposed.

Chairman RANGEL. But you would not have supported——

Mr. SANFORD. I would not support adding to that exposure
which is the nature of borrowing when you are already in a hole.
The old saying if you're in a ditch, part of the quickest way to get
out is to quit digging.

Chairman RANGEL. Do the people in South Carolina—have you
felt the increase in unemployment at all in South Carolina?

Mr. SANFORD. Absolutely, as has the rest of the Nation. But
the issue goes back to this larger notion. I have a chart here that
shows household debt as a percentage of GDP. In 1953, we were
at 20 percent; today we are at 100 percent.

Chairman RANGEL. Governor, you said Federal intervention
was infectious, and that’s kind of rough language that affects our
economy with unnecessary and unintended fiscal consequences. So,
I just want to see whether there is anything that we can do as a
Government that you would agree makes some sense. Now, would
you support unemployment compensation for these people that are
unemployed in South Carolina?

Mr. SANFORD. We have obviously a program in place. The ques-
tion is should we add to it.

Chairman RANGEL. I know—I am just asking. I don’t want to
be offensive and infect anything that relates to your concept of your
Government. So, therefore, I want to make certain that is there
anything that we can do that you agree with? Unemployment com-
pensation, expand it, modernization, picking up those people who
are looking for work and can’t find it. Should the Federal Govern-
ment look at that? Forget stimulus. Should we do it? Should we be
involved in Medicaid and Medicare? Should we be involved in as-
sisting and getting people an education, training, and being com-
petitive? Should we do anything that would allow us to be competi-
tive to get out of the fiscal mess that we are in that you would
agree is the proper role for government?
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Mr. SANFORD. Sure. That’s why I made the last point that I
made which is there are a whole series of unfunded Federal man-
dates at the State level that run us about 400——

Chairman RANGEL. That is not in States that were made under
your watch and my watch. We are looking ahead now

Mr. LINDER. Mr. Chairman, why don’t you let him answer your
questions?

Mr. SANFORD. So, there are very substantial unfunded man-
dates and——

Chairman RANGEL. Well, unfunded mandates, you can’t put
that in a stimulus package. The gentleman from Georgia

Mr. LINDER. If the Chairman will yield, I think what he said
was he is not in favor of another stimulus package because all of
these things could be more helpful to get rid of the unfunded man-
dates that could help themselves.

Chairman RANGEL. Well, I heard what he said. I don’t have a
hearing problem. I just want to be able as the Chair to get answers
to my questions and not answers to questions I did not ask.

Mr. LINDER. Mr. Chairman, if you will yield further, the point
I made was, if you want answers to your questions, let him answer
them.

Chairman RANGEL. I thank the gentleman for his direction.

Do you support the Federal Unemployment Compensation pro-
gram?

Mr. SANFORD. I do. We obviously have a program in place——

Chairman RANGEL. Do you support expanding that program?

Mr. SANFORD. I don’t. In other words, I would

Chairman RANGEL. That answers me, Governor. We don’t have
the problem that he thinks we have. That answers it.

Do you support any Federal assistance for infrastructure,
bridges, roads, schools? Do you think the Federal Government
should be involved at all?

Mr. SANFORD. The Federal Government is involved and——

Chairman RANGEL. Do you think we should continue to be in-
volved? I don’t want to get involved in unintended mandates.

Mr. SANFORD. The details matter here because again I go back
to the basic reality which is you have got to differentiate between
investment and borrowing to invest. The Federal Government——

Chairman RANGEL. I don’t have a problem, Governor, with my
question. Do you think the Federal Government should be involved
in assisting in providing health care for the people in South Caro-
lina?

Mr. SANFORD. Obviously, because we administer Medicaid,
which is a Federal-State program that helps a lot of people in
South Carolina.

Chairman RANGEL. What makes you think the Federal Govern-
ment should have that obligation to take care of the health care of
the people in South Carolina?

Mr. SANFORD. You are changing the words. You said should the
Government be involved versus should we again expand that obli-
gation? In other words, the two are different. We have a program.
It is unsustainable. It has been growing at 9%, 10 percent a year
over the last 10 years, and the question going forward, and this is
the larger point that David Walker and Pete Peterson and a whole
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host of others are making, which is if you have $52 trillion of accu-
mulated liability, of political promises that have been made but not
paid for, ultimately just as was the case with the homeowner
whose households became underwater from a credit standpoint,
somebody has got to pay for it.

Chairman RANGEL. How about in tornadoes, floods and hurri-
canes, do you think the Federal Government should be there for
the people in the States at all?

Mr. SANFORD. Again, the Federal Government is

Chairman RANGEL. I am asking you if you think we should be.
We are. Do you think we should be?

Mr. SANFORD. Well, you are not asking the question that again,
I am making which is

Chairman RANGEL. I am so sorry. The Chair apologizes for not
framing a question which you can answer. I yield to Mr. McCrery.

Mr. MCCRERY. Thank you, Mr. Chairman. I think the exchange
between the Chairman and Governor Sanford highlights the under-
lying philosophical discussion that needs to be had. Many of us,
Mr. Chairman, as you know, and I have no doubt that you went
through the same many hours of deliberation when we passed the
$700 billion package of assistance to the private sector, many of us
voted for that very reluctantly because we were concerned about
the precedent that that set. We were concerned about the erosion
of the clear distinction between the public sector and the private
sector, and I think Governor Sanford and your questions to the
Governor bring to light the fundamental differences between States
and the Federal Government and the responsibilities of each.

We have, to a great extent, over the past, say, 40 years or so
blurred what were fairly traditional lines and some would say even
constitutional lines between State responsibilities and Federal re-
sponsibilities and what many are suggesting here today is that we
blur those lines even further, Mr. Chairman. I have concerns about
that. I believe that fundamentally government which is closest to
the people is government that is the most effective and the most
responsive to the people. By definition, the Federal Government
based in Washington, D.C. is the farthest away from the people.

So, the more power and the more money we take into Wash-
ington for redistribution around the country, the less responsive
the Government becomes to the people. I think that is a funda-
mental question that should not be made light of. I think Governor
Sanford, at least based on what I have heard him say here today
and based on what I know about him, falls squarely on the side of
maintaining some of those distinct lines between state responsibil-
ities and Federal responsibilities. So, Governor Sanford, I would
just like for you to share with us—I know your State has not been
immune to the economic conditions prevalent around the country
and that you too are facing a budget shortage in your state. Can
you share with us some of the steps that your State Government
1s taking to rectify the situation, to close that budget gap?

Mr. SANFORD. Yes. The House and Senate came back in. They
dealt with the budget shortfall the old fashion the way, and that
is they made cuts. They submitted those cuts to me. I have until
tomorrow to dispense with those cuts or veto some portion thereof.
It is more than $400 million worth of real cuts that the bodies
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nillade in bipartisan fashion, and so I guess my simple point is
this

Mr. MCCRERY. Can you give us some examples of those cuts?

Mr. SANFORD. I mean, literally A to Z with regard to govern-
ment. There was no silver bullet. They are painful throughout
agencies. As much as possible, they attempted to protect Medicaid
for its impact with regard to people in need in health care and to
protect education. So, there were more moderate cuts there. There
were very substantial cuts in sort of a whole host of other areas
of government.

Mr. MCCRERY. As a Governor of your State, are you concerned
that these cuts that you are about to make in State spending will
set back your State for 30 years or more in terms of the progress
of South Carolina?

Mr. SANFORD. No, I don’t think so. Because if you look across
our State and Governor Paterson’s State, other States across this
country, there are a lot of families out there, a lot of little busi-
nesses out there that are making real world cuts in what they do.
It doesn’t mean that their business will be toppled for the next 30
years. It means they had to make the best decision within the con-
text of a number of bad choices that were before them.

So, if a small business can cut, if a large business can cut in
some cases I think it ought to be mirrored at the Federal and State
level because that’s the reality of what is happening in the econ-
omy after all.

Mr. MCCRERY. Does South Carolina have a rainy day fund?

Mr. SANFORD. We do. We have a capital reserve fund.

Mr. MCCRERY. Are you using that now?

Mr. SANFORD. We have. We have.

Mr. MCCRERY. What, in your opinion, would general revenue
sharing which is to a large extent what some are talking about do
to the incentive for States to create and maintain rainy day funds?

Mr. SANFORD. Again, I think that that is why I talked about
in my testimony I talked about unintended—well-intentioned but
unintended consequences and for States that have been more fis-
cally prudent, for the States that have set aside rainy day funds,
for the States that have exhausted those rainy day funds, there
would be the same effect that many people feel out there and say-
ing wait, Wall Street’s being bailed out but I am not being bailed
out for a poor decision that I may or may not have made.

If I might get back to just what the Chairman was getting at just
a moment ago, because we do see it through a different point of
view, what I am saying is this: The way that you want to frame
the question because you are a very smart guy and you want to get
it framed within the context that you want to frame it is should
government be involved or not, for instance, with regard to Federal
disaster? I don’t think there is a Governor out there who would say
that the Federal Government shouldn’t have a role in Federal dis-
aster.

Our State was impacted by FEMA when Hurricane Hugo hit. 1
suspect we will be impacted down the road ahead. The question
though, and I think this is the real question of this additional $150
billion that you are talking about, is should the Federal Govern-
ment’s role be expanded? Because one of the trend lines that we
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seem to see is that with every disaster that comes our way, there
is yet another Federal response. I mean, think about 9/11.

With 9/11 at that time, about 25,000 airport security folks were
federalized even though countries like Israel who have a real vest-
ed interest in security and are doing an awfully good job of security
have private contractors that take care of that same function. Or
think about Katrina. Did some things go wrong with regard to
emergency preparedness and emergency response there? Abso-
lutely. But what it has precipitated is a big forward response from
the standpoint of the Federal Government. In some cases, the Fed-
eral Government taking over emergency response efforts that have
historically been handled at the local government level, at the May-
oral level or at the State level.

So, now, in the wake of this crisis that is before us, the question
is not will Government be involved? The Government has been in-
volved, always will be involved. But particularly given that some
of the making of this crisis was created by Fannie Mae and Freddie
Mac, quasi governmental entities, by a Federal policy, a variety of
other things that were in play at the Federal level, should the re-
sponse be yet another growing of Federal Government’s role and
scope in every one of our lives? I fall on the side of believing very
strongly that that would create very strong negative untended con-
sequences with the expansion, not, again, present involvement, but
the expansion, particularly in light of the $52 trillion worth of li-
abilities the Federal Government already has.

Mr. MCCRERY. Thank you, Governor. One quick question for
Mr. Mongan.

Mr. Mongan, you spoke about infrastructure projects that have
been put on suspension, that have been suspended because of lack
of money to go forward and I suppose by implication we would con-
sider those projects ready to go. I mean, all the engineering has
been done, everything has been set, you have just got to put money
on the ground and construct; is that right?

Mr. MONGAN. Yes, that’s correct. The numbers——

Mr. MCCRERY. Do you have any number that quantifies the
amount of such suspended projects around the country?

Mr. MONGAN. The numbers that I cited, this $40 billion rep-
resents information that we received from Federal sources, testi-
mony at the transportation and investment Committee of these
suspended projects——

Mr. MCCRERY. $40 billion.

Mr. MONGAN. Yes. 40 billion that are available, ready to go.

Mr. MCCRERY. Okay. Thank you very much.

Chairman RANGEL. It would be helpful if we got that informa-
tion about the schools around the country as well, those that are
in the pipeline because of the immediate nature of infusing re-
sources in this area is very important.

The Chair now recognizes the distinguished gentleman from
California, Chairman of the Health Committee, Mr. Stark.

Mr. STARK. Thank you, Mr. Chairman. I would like to thank the
panel for their input today. I wish we had a hospital administrator
here and we could talk about that infrastructure in many parts of
our country which lags behind and particularly in my State where
Earthquakes are going to force us to spend probably $100 billion
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just to make a hospital safe. But I want to draw the distinction for
a moment just between two approaches. One of our distinguished
leaders across the aisle today suggested that the way to stimulate
the economy is to basically cut $100 billion in taxes and give it to
large corporations in the form of reduced corporate taxes.

That would amount to some hundred, $125 billion a year less
revenue that the Federal Government would get and thereby in-
crease the deficit $100 billion a year to help large corporations. The
opposing approach, I guess, that I would favor is if we are going
to increase the deficit to use that to create jobs and invest that in
infrastructure, which when we are all done, at least would leave
us with, at the worst, a bandshell, at the best, maybe a new school
or a hospital or something that people could use for the many years
that our children will be paying off that debt. But at least it is
there and would not result in just more very rich corporate execu-
tives making billions of dollars a year.

But this same leader across the aisle in his tour around the
country said that he wasn’t sure that you could increase construc-
tion. His comment was, and I am quoting here, that everything
that could be built is being built. Now, I heard Governor Paterson
earlier talk about—and I liked his quote—a shovel-ready project.
So, my question is to our two distinguished panelists in the edu-
cation field, do you think that every municipality and county and
State in this country has a “shovel-ready project” that would im-
prove the education of our children whether they are preschool or
college age? Aren’t there numerous projects that would put addi-
tional people to work immediately in the education field? Ms.
Weingarten?

Ms. WEINGARTEN. We will get you, for the record, the types of
project we think are ready to go already.

Mr. STARK. Across the country.

Ms. WEINGARTEN. Across the country. I know in New York be-
cause of some of the escalating costs we have at least several mil-
lion, maybe a billion dollars worth of ready-to-go construction that
if we had the funding to do it, people could put shovels in the
ground. They have already been done. There has been a 5-year con-
struction project and zoning program and whatnot.

Mr. STARK. I would ask then, if I could, Mr. Palmer and Mr.
Firestine, and I can help, Mr. Firestine, because I know where
there are a few potholes in Montgomery County and I am not so
familiar with Mr. Palmer’s area. But do you guys have projects
that are right on the shelf that you could get going in less than 90
days if you had additional funding?

Mr. PALMER. Yes, absolutely. We have schools that are put on
hold. We have designed them, the architecture done. Schools that
could go now that could be built green, projects, sidewalk repairs,
road projects that could go right now and help spur our economy.
But I just want to mention something that Mr. McCrery said ear-
lier about believing that government that is closest to the people,
well, let me just tell you that mayors, you can’t get closer than
Mayors. You are hearing from the past president, immediate past
president of the U.S. Council of Mayors.

We have testimony and reports of what we recommend, and
hearing from people that are closest to the people, we believe that
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there is a fundamental partnership that should exist between the
Federal Government and cities to help us because we can’t do it
alone, whether it is in the stimulus package to help as it relates
to transit, putting moneys into our roads, intermodal transpor-
tation.

We are the ones that deal with families that are losing their
home. We are the people that are dealing with the people that have
small businesses that can’t make it because we have a water main
break that has closed their street for 3 weeks and they are about
to lose thousands of dollars. So, there is a fundamental partnership
that needs to exist. Cities cannot be left on their own to pull our-
selves up by our bootstraps when we don’t have boots nor straps,
and we certainly believe that the Federal Government can work in
partnership to create jobs in our communities because at the end
of the day, the cities are the ones that you read about that are hav-
ing the most problems.

Mr. STARK. I have exceeded my time, but I think that the wit-
nesses clearly point up the distinction that we can cut taxes, which
puts a burden of further deficit on our children whether it is an
increased State deficit in California or in South Carolina, or in
New York or the Federal Government, or we can take that same
increase of deficit and put some people to work, and that has a
multiplier effect that I think would help us dig out of this recession
far more quickly.

Thank you, Mr. Chairman, for indulging me in the extra time.

Chairman RANGEL. Thank you, Mr. Stark.

Before I recognize Mr. Camp, it has come to my attention that
my Governor has to leave and I ask unanimous consent that he be
given an opportunity to tell us whether or not he has been per-
suaded by Governor Sanford as it relates to the testimony because
I would hate to go back home and find out that he thinks he made
a big mistake in asking for help.

Governor Paterson

Mr. PATERSON. Governor Sanford turned my microphone on
again to stop hearing from me, that he has gotten a little tired of
my remarks.

But actually, I think Governor Sanford makes a couple good and
it has to do with money going to the wrong places, and that at this
time in our history when we have seen the frugality of spending
going the wrong direction, recklessly and without regard for human
dignity, I think we do have to pay a lot of attention to that. But
I really do believe that there are needed services provided by the
States, by the State governments, who do have to practice a great
deal more of restraint in terms of spending but that they would go
in the right place.

Now, the Federal bailout package and Governor Sanford talked
about who is bailing out the bailers? Well, I mean we have to be
careful about that. The bailout package, the $700 billion, one of the
first ideas that was proposed by the Secretary of the Treasury, who
was given almost unilateral control over it and not even responsive
to the Justice Department, was to actually give—was actually to
buy up the subprime mortgage debt of a lot of these banks, and in
no way touching the structure of the banks themselves. I think
that is what Governor Sanford was sort of talking about.
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I am very happy that Prime Minister Brown in Great Britain
had a different way of looking at it, which was to recapitalize the
banks. If you are going to do a bailout, you have to come in—you
have to get rid of the board of directors. You have to get rid of the
people that got you into the problem in the first place. That is what
our country is doing right now, and I think that is the right way
to conduct a bailout in a way that the taxpayer now becomes an
investor and if these stocks begin to go up again, we can actually
make money or recover the resources we gave to the bailout.

So, I think that in terms of the States, you have to understand
that a lot of our States, even though I am, at times, critical of how
our State has managed in its own perimeters, the fact is that New
York in 2006 got back $61.2 billion less than we paid in taxes to
the Federal Government and in 2007, the statistics are now in. We
got $86.9 billion less than we paid into the Federal Government.
There is no other State that is even close. California is up to $55
billion that they get back less than they pay into the Federal
Treasury. So, when I came in today, I saw in the newspapers that
the Governor is coming to Washington, hat in hand, and the Gov-
ernor is coming to Washington to beg.

I am not here to beg. I am here to say that New York doesn’t
need a handout. We need a hand back. We need the same resources
that we have distributed to our National economy to bail that econ-
omy out many times, to help other States that get back far more
than they pay in taxes. What we need right now is someone to rec-
ognize that a crisis, a national disaster, its epicenter is in Wash-
ington. Where Washington has the flu, New York has pneumonia.
The $1.5 billion that we have to close our budget deficit this year,
combined with the $12.5 billion that we will have to find a way to
ameliorate next year, that $14 billion divided over what is our gen-
eral fund, that is, our resources absent Federal money that goes di-
rectly to counties and villages and also special dedicated revenue
funds, is $56 billion. So, in other words, we have a deficit that is
25 percent of our entire expendable resource, and we think that be-
cause we have already demonstrated—my first day in office, I cut
the agencies 3%z percent and cut them again 3 months later.

Our State agencies have now down 10 percent. We are practicing
the fiscal discipline that we think that Washington is looking for,
and we are going to have to, in many ways, look to the Federal
Government for assistance right now as we try to keep the Main
Streets all over New York that are not affected at all, whether they
are in Syracuse or Rochester or the north country of New York,
Massina, Utica, other places, Bay Shore on Long Island, other
places that are not going to benefit from anything that goes to Wall
Street.

Chairman RANGEL. Thank you, Governor. I know you have to
leave, and Governor Sanford, you will have another chance to per-
suade me before you leave.

Let me thank Congressman Camp for his patience here and rec-
ognize him for his contribution.

Mr. CAMP. Thank you very much, Mr. Chairman. I want to
thank all of you for your testimony today and really relating to us
the difficulties you are all facing with this economic downturn from
your States and representing cities and the organizations also that
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you represent, and I appreciate the very sincere testimony you
gave today.

I do think it’s critical that Congress take immediate steps to get
the economy back on track and as Governor Paterson said in his
oral testimony he would like to see us lower taxes on business. I
think we should be talking about tax relief in this Committee for
small businesses and families and we should be talking about ways
to protect the investments of seniors and maybe that is suspending
investment taxes or suspending the required forced distributions
from 401(K) plans.

We should be talking about cutting taxes to stimulate growth
and investment, which brings me to my question. Governor San-
ford, you have a record of cutting taxes in South Carolina and re-
ducing spending as you have outlined, and when you reduced taxes,
did you create jobs or did you lose jobs in South Carolina.

Mr. SANFORD. We gained jobs. We are up roughly 150,000 net
jobs from where we started 6 years ago. So, on a net basis, we posi-
tively gained them.

Mr. CAMP. It is very rare to hear somebody come to this Com-
mittee and say please don’t provide me with any more Federal
money. So, I think that may be the reason why you may have re-
ceived some of the reaction you have gotten today. But I noted in
your chart says that State spending has increased 122 percent in
the last 15 years. While Federal spending 108 percent in the last
15 years, which proves that more money for States might simply
just mean more permanent State spending. Given that, is there
any flexibility that Congress could provide you over current dollars
that the States relieve and do you have any specifics on the flexi-
bility that you might be able to receive that could be helpful?

Mr. SANFORD. That is why I specifically mentioned unfunded
mandates. As the Mayor just mentioned, the rubber meets the road
at the mayoral level, at the county level and the State level and
if you look at a number of those different mandates, I think that
at the local level we have a far better grasp of the problem. I think
we have a far better sense of how to deal with the problem than
with all due respect the folks in Washington. So, you look at the
number, $428 million worth of unfunded mandates at the Federal
level to South Carolina that frankly would help us a lot more than
a stimulus package, just simply allowing us more flexibility in how
we spend our own money at the State level.

I would also say this: What needs to be remembered about con-
templated deficits is that it is an eventual rise in taxes. A deficit
is simply a deferred tax because if you believe in the soundness of
our dollar and the credit worthiness of the United States, any accu-
mulated deficit simply means that is an accumulated tax. So, what
some people are saying that we will just increase the deficit to in-
crease a stimulus package is to say we will increase taxes, and I
don’t think you are ever going to grow the economy by ultimately
increasing taxes.

Mr. CAMP. We have seen in the last 2 years the deficit increase
by about 77 percent, and that doesn’t include the rescue package.
It could be much higher. It doesn’t include the potential deficit
spending in the stimulus package. So, we are seeing a pretty sig-
nificant increase in the Federal budget deficit in just the last cou-
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ple of years, and that follows the last 3 years of actual declining
annual deficits. You have mentioned the concern that this may ulti-
mately mean higher taxes down the road. If we are trying to stimu-
late the economy and stimulate a pro-growth agenda and economic
growth and job creation, how will raising taxes ultimately help do
that? We are hearing this may be on incomes of at least $150,000
if you hear the vice presidential nominee, the Democrat vice presi-
dential nominee in his recent remarks. What do you think this will
do to economic growth in South Carolina?

Mr. SANFORD. I think it would hurt it in our State. I think it
would hurt it in other States. It is interesting in the conversation
about the possibility of $1 trillion dollar deficit this year in Wash-
ington. Barney Frank said, “I believe later on that there should be
tax increases to deal with those deficits.” That was his quote.
Again, you look at this notion of increasing taxes, I think it has the
so-called Laffer curve. I think that the historic example of what has
happened with countries around the globe in their experimen-
tations with tax rates is that if you increase taxes, there will be
a drag on the underlying economy. So, that is why I think we ought
to be paying particular attention on that front.

I would also mention the fact that some of the worthy public
works projects that were just mentioned, Government at the Fed-
eral level, I think, is a very inefficient way of getting the dollars
there. If you look for instance at the bandshell—I guess Pete was
talking a moment ago about the worst you end up with is a
bandshell, the best you end up with is some other infrastructure
project that might be more notable. But even in what is talked
about with this bill is, I understand, about $14 billion would go for
infrastructure out of a total of $150 b11110n

So, that is 1 in $10 that is actually going to infrastructure. The
other important point to remember is that John Macon, who is a
noted scholar at the American Enterprise Institute, did a study of
the so-called lost decade within Japan, and what Japan tried to do
was just that. We put a lot of money into infrastructure and maybe
that will get our economy going. That proved not to be the case in
Japan over that 10-year time period.

Mr. CAMP. Okay. Thank you. I see my time has expired, Mr.
Chairman.

Chairman RANGEL. Let me make two things clear. There is no
$150 billion package, and we will not have any package at all un-
less the President agrees, and of course, we are trying to in order
to get the President’s agreement to make it as bipartisan as we
can. If you really want to get involved in presidential candidates
and Barney Frank, I reserve the time to talk about your vice presi-
dential candidate, but I don’t think you want that to happen. Well,
I just don’t believe that this should be the forum in determmmg
anything except what is best for the people in our congressional
districts and the country and I will restrain myself in trying to
make certain we stay on that road.

I would like to the gentleman from Michigan.

Mr. LEVIN. Thank you and welcome. Mr. Firestine, just two
quick comments and then I want to go back to you, Mr. Sanford.
Your suggestion regarding TARP, talk to financial services. I think
it makes sense but it’s not within our jurisdiction. But the AMT
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issue is within our jurisdiction. Mr. Chairman and Mr. McCrery, I
hope will take a look at that if there is a package.

Chairman RANGEL. Well, certainly, as it relates to the bond-
ing:

Mr. LEVIN. Exactly. Exactly.

So, Mr. McCrery, you said that you thought that Governor
Sanford’s testimony helped show the basic differences between the
two sides here, and Mr. Rangel has emphasized we try to bridge
them. So, I want to try to see if we can bring this a bit. You were
asked about unemployment comp. The question is extending the
benefits which we have done in all previous recessions and we did
once, and a bill passed this House just before we left, 368-28 to ex-
tend the benefits 7 weeks for those—for everybody and an addi-
tional 13 for those over 6 percent. I want to be clear this isn’t a
new program. You are opposed to what passed the House and is
now in the Senate extending unemployment compensation benefits?

Mr. SANFORD. In its present form

Mr. LEVIN. But

Mr. SANFORD. Because there is a substantial additional cost to
doing so. I keep going back to my basic premise, which is, by all
means, if you want to extend unemployment benefits but then cut
some other area of Federal Government, I would applaud that ef-
fort. That is not what is being contemplated.

Mr. LEVIN. Well, except there is money. There are billions and
billions of dollars in the trust fund for unemployment comp. The
only reason it is scored is because of the unified budget. So, I think
your State should, understand that you are with the 28 who voted
no and opposed to the 368 including many Members of this Com-
mittee on your side.

Mr. SANFORD. I would grant you that it is always easy to spend
somebody else’s money——

Mr. LEVIN. It is not somebody else’s money.

Mr. SANFORD. Whose is it?

Mr. LEVIN. It is the money of people who worked for it and the
employers paid in for it for the purpose of extending. There are 2
million plus people who have exhausted their benefits, including
many thousands in South Carolina.

Mr. SANFORD. Absolutely, but is that trust fund sustainable?

Mr. LEVIN. It is very sustainable. That trust fund has more
than enough money to pay for the extension. I think it shows the
difference between the two parties. I don’t think we are blurring
the difference.

I want to ask you about the highway trust fund because you say
instead of a bag of money with strings attached. Now, I think you
receive ample funds to the highway program. Are you opposed to
Federal highway program?

Mr. SANFORD. We are a donor State. We send more money to
Washington than we receive based on gas tax revenues.

Mr. LEVIN. I am glad you raised that. We don’t have figures
later—at least, I don’t have right before me beyond ’04, but I think
the pattern is clear. This is South Carolina Federal tax paid versus
Federal spending received. In 04 South Carolina received $1.35 for
every dollar that it paid in Federal taxes. Governor Paterson said
the opposite is true in New York and in Michigan we have debated
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this forever and now it’s up to 94 cents. So, you come here and say
that you are a donor State in highway funds, but overall, you are
a done State. It was in ’04, $1.35, and that pattern has been true—
the figures go back—I have 1981 when it was $1.21, and then the
last years I have for it, it was $1.34, $1.36, $1.35. So, I don’t under-
stand it. Even though you are a donor State, how much do you re-
ceive back now in highway funds?

Mr. SANFORD. I don’t have the number at the tip of my tongue,
but what I would say

Mr. LEVIN. Are you opposed to the highway fund, to our high-
way program?

Mr. SANFORD. Yes, in its present form. I will give you the per-
fect example. The question is in the delivery system itself. We can
debate the merits of are you, a donor, versus not a donor State. We
can go back and forth on that front and I would have numbers. You
would have your sets of numbers. But what is interesting is——

Mr. LEVIN. My set of numbers aren’t mine.

Mr. SANFORD. Right, I understand. But we could come up with
different sets of numbers that we could debate on. But even if we
said your numbers are right, I think what is interesting is still the
inefficiency in the present model. For instance, Jim Clyburn, who
is a Member of Congress from there in South Carolina, has pro-
posed a $100 million bridge from Lone Star to Rimini. In other
words, the folks in the Highway Department have said it is not
needed.

There are a lot of more compelling infrastructure projects in the
State based on transportation need and based on traffic counts. Yet
to have that road picked from Washington, D.C. I think is at odds
with, again, this larger notion that the Mayor was just getting at
which is at times local knows best.

Mr. LEVIN. Look, Governor, you can pick out one earmark if you
want. But the fact remains you come here and you talk about the
role of the Federal Government. You want it diminished. You are
a donee State in terms of Federal dollars dramatically so. You have
a Federal highway program that is of major benefit to your State.
You pick out one earmark and the infrastructure proposal is not to
expand but to use an infrastructure that this country has benefited
from. Essentially, I think you do shape, without getting into detail,
the issue before the public this year and that is the role of Federal
Government when times are difficult, when jobs are being lost,
when a financial system is under immense pressure. I just want to
close—you talk about the unfunded mandate and my time has ex-
pired—of the $428.366 billion—these are your own figures—are in
education.

They are special ed and No Child Left Behind. Proposals that
came through here on a bipartisan basis but have been under-
funded in the last 8 years where the Republicans controlled the
Congress. So,—and the mandate, the States aren’t carrying out 100
percent special-ed in lieu of Federal moneys. So, to lump this all
together when more than three-quarters is in education and the
Congress that has been dominated by the party to which you be-
long has not funded the mandates, I think you need not to talk
about the role of Government but the way certain people within the
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Government have exercised or failed to exercise an appropriate role
of Government.

Mr. SANFORD. Again, I understand what you are saying, but I
keep going back to the deeper foundation that I am getting at
which is we could come up with different programs, some of which
we would find meritorious, some of which we wouldn’t. But the bot-
tom line is at the Federal level it is absolutely unsustainable. We
have accumulated $52 trillion of unfunded political promises, and
either we are going to default on debt or we are going to raise taxes
or we are going cut benefits dramatically down the line.

Mr. LEVIN. You are talking to a now majority that has opposed
the policies that have added $5 trillion to the debt of this country.
You are preaching to the wrong choir.

Mr. SANFORD. I am not preaching. I am just saying here is
where we are. I am not saying it is Democrats’ fault; I am not say-
ing it is Republicans’ fault. Both folks share some blame in that
equation. But I am saying based on where we are now, can we add
il?g} billion worth of debt when we are already $52 trillion in the

ole?

Chairman RANGEL. The gentleman’s time has expired. I wish I
could go around the country with Governor Sanford myself, but
your point is well taken and I wish we could hear more from you.

The Chair recognizes Mr. Ramstad, but before I do I would like
to say that not only has it been a pleasure working with you but
a part of your legislative legacy was that you brought some sense
of fairness as to how we treat mental illness. You and Congress-
man Kennedy should be proud of the effort that you made over the
years, and while you were successful, now people don’t know how
long you two actually worked at it. I want you to know it has just
been a pleasure for all of us to have worked with you on that bill.

Mr. RAMSTAD. Thank you very much, Mr. Chairman, for your
very kind words and I want to thank all the Members of Com-
mittee who worked on in a bipartisan way to achieve finally after
12 long years mental health and chemical addiction treatment par-
ity. According to the New York Times, 113 million Americans will
now be able to access treatment over the next 10 years who other-
wise would not. It is very gratifying and humbling to have been
part of that effort with not only Congressman Kennedy, but Sen-
ator Kennedy and Senator Domenici and many, many other Mem-
bers. Thank you for your leadership on that, Mr. Chairman, and
I want to thank Mr. Stark too as Chairman of the Subcommittee
on Health.

At this time, Mr. Chairman, I would just like to yield very briefly
to the ranking Member.

Mr. MCCRERY. Thank you, Mr. Ramstad.

Just to set the record straight on special ed funding, IDEA fund-
ing, Mr. Levin has gone on, but not that it matters but I was here
when Republicans took over the House in 1995 and we increased
the level of funding for IDEA. We increased the percent of funding
for IDEA when we took the majority after decades of not funding
it properly according to promises made by the then Democratic ma-
jority when the program was instituted.

So, I do take i1ssue with that. We tried very hard to get the fund-
ing up. It is an unfunded mandate. I favor full funding for it. If
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we are going to mandate it, I think we ought to fund it. I voted
for increases, and we were very up front about our desire to in-
crease the level of funding. We never got close to 100 percent but
we got further along than the Democratic majority did for decades.

Mr. RAMSTAD. Reclaiming my time, Mr. Chairman, first of all,
let me thank this distinguished panel for your testimony. We cer-
tainly appreciate your helpful input. Let me also say I believe one
of Congress’s better moments was coming together in a bipartisan
pragmatic commonsense way to pass the %700 billion so-called bail-
out bill or economic rescue, economic stabilization bill, call it what
you will, but to achieve that consensus and to see the Speaker, the
Majority Leader and the Republican leader all on the same page
and the Administration, by the way.

So, now we are seeing at this time $250 billion in troubled assets
being purchased. We are seeing nine national banks injected with
liquidity. So, my point is I think in approaching another package
of $300 billion in stimulus elements, I think we need to approach
this—first of all, I know we need to approach this in a bipartisan
way to effect—to pass this legislation, and I think we also need to
view it in context of four factors. First of all, we have got to be
mindful of the Federal budget. I say this as somebody who strongly
supported the bailout package, who is the chief Republican sponsor
with our distinguished Committee Chairman of the ABC school
modernization bill, who has consistently been there to support the
Federal funding programs for education because I believe in public
education.

I believe your priorities are the Nation’s priorities, President
Weingarten, when you say there are jobs, education, and health
care are the main domestic priorities. But we have to be mindful
that next year’s deficit may be as much as $1 trillion and just be-
cause the Federal Government can print money, it doesn’t mean it
should. I think we need to take a big breath, if you will, to use a
poor metaphor, but here the apparatus isn’t even in place yet in
the $700 billion bailout and there are already signs in the credit
markets. Congress hasn’t allowed time for the Federal Reserve’s
monetary policy to take effect.

In fact, as we meet here today, Wall Street is awaiting the Fed-
eral Reserve’s most recent pronouncement. They are expected to
lower interest rates. Thirdly, I think we have to look at legislation
that instead of just a short-term temporary fix, we need to promote
long-term growth and we need to pass something that is going to
result in longer term solutions. For example, I think the school
modernization bill is right on point, that partnership, Federal,
State and local partnership. We can’t deny here in Washington that
50 percent of the public school buildings are crumbling, are in a
State of disrepair. I think we have to look at long-term growth ini-
tiatives as well as some short-term fixes. We need to look at invest-
ment incentives, expanding the child tax credit, small business in-
centives like expensing bonus depreciation and so forth.

So, I hope—because this President is not going to sign any pack-
age that doesn’t represent a hybrid, if you will, that doesn’t have
growth incentives as well as some of these other elements that you
so articulately advocate. So, let me just say this and ask the ques-
tion of President Weingarten or anybody, but you mentioned, and
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I think I heard you correctly when you said Congress should work
with the new President to craft a stimulus package.

Is that to imply that we should wait until January 20, the new
President and the new Congress, and give us time to see the effects
of the bailout, to see the effects a little longer term of the Federal
Reserve monetary policy and so forth?

Ms. WEINGARTEN. No, sir. I actually meant that in the next
6 days we will know—next 6 or 7 days we will know who the new
President is; and the Constitution creates an important transition
period, obviously. But in looking at this, obviously the cir-
cumstances—the economic circumstances in which we all find our-
selves are not going to magically disappear on January 20th, and
more work will have to be done over the course of the next several
years, hopefully less than more.

But what we are seeing, what I was saying was that, in that
same kind of bipartisan spirit, work now, try to pass things now.
Some people have lost their unemployment insurance now. The cre-
ation of construction jobs to undertake projects in the pipeline that
are not funded is critical. The State and local governments are cut-
ting now even for the mid-term projects in this education year.

So, I was—what I was pleading for, and I was pleading, was to
start dealing with these things now; because we on the ground—
and I have been in 16 States in the last 6 weeks. We on the ground
are seeing the effects of the economic crisis to real people, as you
are in your congressional districts.

Mr. RAMSTAD. So, you are saying time is of the essence, and
we should do it now. But I think that underscores my main point
of bipartisanship, because we still have this current President in
office until January 20th. Nothing is going to change as far as our
statutes are concerned. We are not going to be able to pass any-
thing without this President before January 20th. So, I think we
need to be mindful of that factor, that bipartisanship is really crit-
ical, like it was in the $700 billion bailout package.

Let me just say finally, Mr. Chairman—thank you for your indul-
gence. Let me say finally while I have this opportunity, I have ap-
preciated working with the National Education Association as well
as the American Federation of Teachers, particularly the teachers
of Minnesota, over the past 18 years of Congress. One of my true
pleasures has been working on education issues. So, thank you for
your leadership. I wish you all the best. I yield back the balance
of my time.

Mr. MCDERMOTT. Thank you, Mr. Ramstad.

I represent a city in the Northwest, where we understand why
the Earth shakes from time to time. The employees of this country
are presently going through a rather shaky period; more and more
families have lost their jobs, their health care, their pensions, and
their economic security in this last recent period. Unfortunately,
they have also lost confidence in the Government to solve any of
the problems. Yesterday, the Confidence Board reported that con-
sumer confidence fell to the lowest level ever recorded in this coun-
try.

The U.S. economy has lost jobs every month of 2008; corporate
America got a $700 billion bailout, and have repaid the workers the
favor by giving them pink slips. There are serious talks going on
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in Detroit between General Motors and Chrysler about some kind
of deal that will ultimately wind up with massive layoffs. Whirlpool
is cutting 5,000 jobs. There are almost three unemployed workers
for every job that becomes available, and there is more than one
in 10 workers that are currently under—or unemployed in Presi-
dent Bush’s ownership society. We know the unemployment situa-
tion is going to get worse.

I point to the monitor; if you will pay attention to it. When the
general unemployment rate is 6.1 percent, if we count the total
number of Americans who are underemployed, it is now 10 percent.
Those are the part-time employees, those who have given up work,
and that is where we are. That red bar represents today.

Now, things are going to get worse. The next slide shows Wall
Street economists are expecting we will experience a general unem-
ployment rate of 8 percent next year. That is across the country.
That is of those who are out of work, and then you add on the un-
deremployed.

So, as you know, the Congress has provided 13 weeks of addi-
tional Federal finance benefits in June. We passed it out of here.
This was an important lifeline to workers who lost their jobs
through no fault of their own and are looking for work that is not
there. Now, since June, the job situation has continued to worsen,
and thousands of workers who were able to take advantage of the
original 13 weeks are now seeing them expire.

Before we went into recess in September, last month, the House
overwhelmingly passed legislation providing an additional 7 weeks,
with 13 weeks more for people in high unemployment States, of
which South Carolina is one. Last year, the House passed an un-
employment reform bill which will provide an additional $700 bil-
lion to States that make progressive reforms.

My question—and I am sorry that the Governor of New York left
because his testimony, he says: We are ready to deal with low wage
workers and part-time workers; and if the reform bill had passed,
it would have been $400 billion to the State of New York. I wonder,
Governor Sanford, are—I am trying to understand your testimony.
You are in favor of extending unemployment benefits to those who
have—whose benefits have expired. Is that correct?

Mr. SANFORD. Again, I am open to that. That wasn’t my testi-
mony, but that was in reaction to a question. Yes, sir.

Mr. MCDERMOTT. You are open to that?

Mr. SANFORD. Right.

Mr. MCDERMOTT. Are you open to modernizing your law to in-
clude people who are part-time workers? Because they are not cov-
ered presently under the Federal law in most States. Are you open
to that?

Mr. SANFORD. Again, the nature of the workforce is changing.
I think that there certainly can be adaptation of the process. My
simple point is, not expansion of the whole of Federal Government
and Federal power and authority over, whether it is the Mayor’s
job as a local municipal leader or my role or Paterson’s role as Gov-
ernor.

Mr. MCDERMOTT. So, that is a qualified—that is a kind of a
political answer, I think. Isn’t it?
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Mr. SANFORD. No. It is straightforward. What it is saying is
let’s not make the Federal Government any bigger than it already
is, because there are a lot of us out there who think it is too big.
If you have accumulated $52 trillion of accumulated liability and
political promises that have been made and not paid for, at some
point you have got to pay for what is already on the table in terms
of political problems. So, adding more political promises I think
would be a problem.

Mr. MCDERMOTT. If we don’t pass this unemployment exten-
sion, the 18,000 people in South Carolina who will have exhausted
their benefits this year, it is your responsibility. Is that what you
are saying? You don’t

Mr. SANFORD. No. What I am saying is, can we be more cre-
ative in that process of saying can we cut somewhere else in the
Federal Government to pay for it, if in fact that is what the Fed-
eral Government wants to do.

Mr. MCDERMOTT. Well, give me the cut. Give me the cut you
want to make. Do you want us to cut your Medicaid payments?

Mr. SANFORD. We will gladly take a block grant all day long
in lieu of the current system.

Mr. MCDERMOTT. I find it hard to believe that you seriously
are saying——

Mr. SANFORD. You don’t think there is a dollar that could be
cut in the Federal Government?

Mr. MCDERMOTT. I am sorry?

Mr. SANFORD. You don’t think there is a dollar that could be
cut in the Federal Government?

Mr. MCDERMOTT. Well, you haven’t given me what it is. You
are certainly not willing to have your highway funds cut. You are
not willing to have your Medicaid funds cut.

Mr. SANFORD. No. I am saying that you are the one wanting
to expand the program. I am saying, it would seem to me to be the
impetus of that person that wants to expand the program to come
up with a cut.

Mr. MCDERMOTT. That seems to me that, as this thing goes
downhill, as more and more people exhaust their benefits, they are
going to stop paying their mortgages and you are going to stop get-
ting property taxes, and these county officials and these city offi-
cials in your State and everywhere else—I can’t imagine what is
happening to the local government as your tax base erodes when
people aren’t paying property taxes.

Mr. SANFORD. I am sure that the Mayor will tell you, but I will
simply say this: This is not what made America great. I mean, the
whole idea of we constantly have to rely on the Federal Govern-
ment to take care of the latest problem or the latest ill I think is
contrary to what made your State great or my State great or, for
that matter, the country great as a whole.

Mr. WELLER. Mr. Chairman, would the gentleman yield?

Mr. MCDERMOTT. Yes.

Mr. WELLER. This is a friendly exchange, of course, Mr. Chair-
man.

Mr. MCDERMOTT. We will see.

Mr. WELLER. Your Unemployment Modernization Act, and like
you, I urge the Senate to act on the extension plan that the House
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overwhelmingly passed with bipartisan support before we left Con-
gress a few weeks ago. But in your modernization plan, as I under-
stand it—and the Governor may not have had an opportunity to
study your bill. But you fund your expansion of benefits in your
modernization legislation with an additional tax on small business
and employers. But at a certain point, the States are expected to
assume the cost of your expansion. So, from the standpoint of Gov-
ernor Paterson and Governor Sanford, they would essentially have
an unfunded mandate which they would be expected to pick up at
a certain point. Is that correct?

Mr. MCDERMOTT. Reclaiming my time, the tax that we had in
that bill was an extension of a tax that is already on. There was
no increased tax in that bill of modernization; that was extension
of a present FUDA tax that was put on some years ago.

I now will move to Mr. Johnson, I believe, is the next questioner.

Mr. JOHNSON. Well, Mr. Chairman, I think the Governor has
departed or is about to. If we had enough money to put an exit sign
up there, you could find your way out, Mark. Thank you for com-
ing.

I thank you. You know, it seems to me that—I have been a long-
time advocate for private-public partnerships, and I think private
activity bond financing is an excellent way to get more activity. For
each dollar of revenue spent by the Government with private-public
partnership, we get tens of billions of dollars worth of spending by
not having to use all tax dollars. I think that a lot of States, Texas
and South Carolina, too, are using that. I feel like if we have got
projects ready to go, that we ought to maybe consider that as a way
of making that happen.

Mr. Mongan, I would like to ask you: Are you aware that the
Chicago Skyline project and the Pennsylvania Turnpike are two
major undertakings that were both public-private partnerships, I
believe? Do you have any comment on these projects or private ac-
tivity bond financing that you think might work?

Mr. MONGAN. The use of public-private partnerships and pri-
vate bond financing is an excellent vehicle for those projects that
meet certain criteria. It is not a panacea for every project that
comes down the road.

Clearly, I think there are criteria that need to be established
around the use of public-private partnerships so that the public in-
terest is adequately protected.

There are two kinds of public-private partnerships: The asset
sales, such as occurred in Indiana, or the project like you are going
to be seeing here outside of Washington soon where we are build-
ing a new toll lane on the south side of the Beltway, and that is
a public-private partnership.

Each needs to be evaluated on its particular merits. Obviously,
there needs to be an economic return to the private sector in order
for it to be a successful project. We have seen the problems in some
projects, such as the tollway that exists from Dulles to Leesburg,
where that wasn’t adequately financed up front and there has been
a lot of changes in ownership, but ultimately it is now successful
and expanding. So, it is a very viable tool that is there for States.

What we would urge is that there are a number of States that
don’t allow it to be used, and we would urge that those States rec-
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ognize the benefits of public-private partnerships as a means for fi-
nancing, not just transportation, but many infrastructure projects.

Mr. JOHNSON. I agree with you, and I thank you for your com-
ments.

I don’t have any further questions, Mr. Chairman. I yield back.

Mr. MCDERMOTT. Mr. Pomeroy.

Mr. POMEROY. Mr. Chairman, thank you. I have been in and
out, and this question may have been addressed when I was out.
Actually, this is for the next panel.

I have got a slide I want to talk about relative to pensions; that
is not this panel.

My question would be for Mr. Firestine. I have heard reports
about municipal bond issues not being essentially marketable, even
though highly rated municipalities are offering them in this envi-
ronment of credit crunch. I am wondering what you are seeing rel-
ative to the ability of infrastructure issues that are bond funded in
light of the market.

Mr. FIRESTINE. Again, as you know, the municipal market real-
ly backed up in September. Quite frankly, most of the crisis came
in and, as still evident, actually started much earlier in the year
with auction rate securities or short-term investments, any type of
investment that had a guarantee or a backstop to it, whether it
was a bond insurance company or a bank. The problem with those
is, you know, dealers couldn’t place them, so in a lot of cases you
had banks holding perhaps that—those bonds, short-term bonds.
What happens in those cases is the interest rate increases dramati-
cally, as I said in my testimony in some cases 2 percent up to 9
percent. So, there is an immediate drain or impact on your budget.

Second, usually in those short-term financing situations, if they
are used in a capital budgeting situation, the intent is at some
point to take it out for a long-term financing, and perhaps convert
it from short-term to something maybe 20 or 30 years. The problem
is on the short-term financing, once the bank holds the debt, it ac-
celerates the term of those bonds. So, now agencies not only are
paying higher interest rates, but rather than having 20 years or 30
years to pay them off, suddenly the maturity is increased and they
have got to start accelerated principal payments over a short period
of time. So, significant budgetary impacts of that.

Mr. POMEROY. You have heard the discussion that Governor
Sanford advanced relative to concern about spending and concern
about the Federal versus State role. Being cognizant of those con-
cerns, are there steps the Federal Government can make to add es-
sentially liquidity to the municipal bond market opportunity that
is going to make infrastructure investment locally financed through
bond revenues easier to achieve?

Mr. FIRESTINE. Absolutely. As I indicated in my testimony, a
simple backstop in your guarantee of a municipal debt in a general
way would certainly add liquidity. It takes that liquidity issue off
the table. I think it increases capacity for local governments to pro-
ceed with projects. I also think that it certainly would free up the
short-term market to the extent it is not used for capital projects
to give some comfort to those governments that are worried about
having cash to make payrolls for their employees.
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Mr. POMEROY. But the market has not been rationally evalu-
ating the performance likelihood of these bonds when issued by
municipalities. Do you think the Federal guarantee behind a AA,
AAA municipal bond is going to enhance its ability to be marketed?

Mr. FIRESTINE. I do. I mean, I think it provides—again focus-
ing on the short-term aspect of that, I think it helps highly rated
bonds; I think you can still get it done. AAAs, you can probably
still get done. It is those lower rated bond issues that in the past
had bond insurance or other forms to help make them marketable.
Right now

Mr. POMEROY. Is there a way the Federal Government could
develop underwriting capabilities, so basically we are not—I mean,
fvlg iire signing on to highly—to bonds where the payoff is highly
ikely.

Mr. FIRESTINE. Right. Again, I don’t want to imply what the
form would be, but I think assuming some sort of a Federal guar-
antee——

Mr. POMEROY. That is what I am saying. But let’s not guar-
antee just everything. How do we discern what to guarantee and
what not?

Mr. FIRESTINE. Again, I think the place where the guarantee
immediately would have an effect is in the short term, the variable
rate market, or with respect to auction rate securities where I
think there is over $200 billion worth of auction rate securities that
are looking for some sort of backstop or guarantee.

Mr. POMEROY. But what I am asking is, within the Federal
Government, if we would go down that road, how would we be able
to discern what to guarantee and what not relative to likely per-
formance? I mean, we don’t want to give a blank check here; we
would want to only guarantee things that are of high quality and
illiquid only because the market is irrationally sorting these things
out right now.

Mr. FIRESTINE. Again, I think there is some precedent with re-
spect to what you are doing in the private sector with—you know,
commercial paper in the private sector. We could follow a similar
process with respect to tax exempts that you are following with
commercial paper.

Mr. POMEROY. Thank you. Thank you, Mr. Chairman.

Mr. MCDERMOTT. Mr. English will inquire.

Mr. ENGLISH. Thank you, Mr. Chairman.

Mr. Chairman, I had hoped to engage the two Governors while
they were here, because I think that many of the issues that will
come up with the stimulus package have a direct impact on them,
and many of their proposals I think will have impact based on the
status of State finances, which I realize have been deteriorating be-
cause of the slowdown in the economy, which disproportionately af-
fects State budgets. As someone who came out of State Govern-
ment, I understand how State revenues are impacted by the eco-
nomic conditions like we are currently experiencing.

I was hoping to get them to comment on the status of rainy day
funds. I know that Pennsylvania, for example, has been aggressive
about maintaining its rainy day fund and, as a result, may be a
little better positioned to deal with the current situation than some
other States.
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But in lieu of that, Mr. Mongan, it is a real privilege to have you
here given the status of the organization you represent. I think, as
a Hamiltonian sort of conservative, philosophically, I agree with a
great deal of what you have said here and the basic thrust of your
remarks; but I also know that we are trying to maximize the dol-
lars that we put in the stimulus. It seems to me that, in terms of
infrastructure spending we need to make some important distinc-
tions as we put together a stimulus package.

First, I would like you to respond to the Congressional Budget
Office’s comment in January. Here I will quote.

“Because many infrastructure projects may take years to complete, spending on

those projects cannot easily be timed to provide stimulus during recessions, which
are typically relatively short lived.”

That conforms with many of the things we have been hearing in
this Committee and the Joint Economic Committee over the course
of this year as we have looked at stimulus bills. Would you like to
briefly respond to that?

Mr. MONGAN. Thank you. Much of the infrastructure in terms
of new projects or, shall we term projects of national significance
and regional significance, I would agree are projects that extend in
terms of multiple years for construction and have life expectancies,
if you will, of 50 or more years. But there are literally hundreds
and hundreds of projects that are out there that are of, we will call,
system preservation.

Recently, there was an article that Virginia is going to be forced
to reduce its highway program by another $1.1 billion; and the arti-
cle indicated that now they are going to be cutting back on mainte-
nance or system preservation. There are projects in terms of bridge
repair that need to be funded now and need to be done now. There
are highway expansions and widenings. As the mayor said, “I have
got sidewalk projects.” They are projects that are easily done,
quickly put on the street, and they create jobs.

Yes, does that sidewalk have a 50-year life? Probably not. So, I
think you have to look at the apples versus the oranges, and make
sure you are looking at the same kind of infrastructure improve-
ments.

Mr. ENGLISH. I think that is a good response. Would you also
like to respond to the comments of Allen Blinder, in a recent work-
ing paper? Obviously, someone who is not considered a doctrinaire
conservative, his quote is, “The slow natural spend-out rates re-
main a serious handicap. For example, out of each $1 appropriated
for highway expenditures, less than one-third is likely to be spent
within a year. Accelerating the pace of spending on public works
for stabilization purposes would be inefficient and wasteful.”

Can you challenge that?

Mr. MONGAN. Again, for the same reason that is quoted, you
have to look at the project and the nature of the project. If we are
looking at large infrastructure projects that are multi-year con-
struction projects, then the gentleman’s statement is relatively ac-
curate.

Mr. ENGLISH. Would you then agree that perhaps, whatever we
do on stimulus, we have to be extremely discriminating about the
parameters of how we spend on infrastructure?
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Mr. MONGAN. I would agree with that. Yes, we should discrimi-
nate.

Mr. ENGLISH. Thank you.

Mr. Chairman, I appreciate the opportunity; and a very distin-
guished panel today.

Mr. MCDERMOTT. Mr. Thompson will inquire.

Mr. THOMPSON. Thank you, Mr. Chairman. I thank all the wit-
nesses for being here.

I am one who believes that the best stimulus that we can pos-
sibly do is to figure out a way to get funds for capital project im-
provements. I know that Mr. Mongan had spoke to the value of
these capital projects and infrastructure projects. There has been
a lot said about the value of that and how the multiplier works and
how many jobs will be created, and I believe all of those numbers
and think it is important to say. But there has not been much said
about the cost of doing nothing in regard to the infrastructure
projects that are out there. I know just in my district alone, I run
up to the Sacramento River, and if that levee, which is in bad, bad
shape and the Sacramento River breaks, if it breaks on my side of
the river, there is tremendous damage that is done to both homes
and to farmland. If it breaks on the other side of the river, the
town of Sacramento is under water and the cost to Government at
every level to respond to that would be horrendous, not to mention
the fact that over 60 percent of Californians would be without
drinking water.

You can talk about other examples from bridges collapsing to
roads falling apart. I am very concerned that we deal with this and
believe at the same time it would provide a tremendous stimulus.

So, I would like to hear from both Mr. Mongan as well as Mr.
Firestine and Mayor Palmer about that issue, the cost of doing
nothing, and what waiting for State matching funds could do to
hurt or delay any local or State projects, and are there any State
projects or local projects that have been started but if we don’t
come through with Federal money, given the tough economic times,
those projects—are there projects that may have to be stopped?

Mr. PALMER. Yes. You are exactly right, Congressman. The cost
of doing nothing, we can’t afford anymore.

There are so many examples, if you look at even water main
breaks, our crumbling infrastructure under the ground, our pipes.
When you had the issue that happened, unfortunately, in Min-
neapolis, Minnesota Mayor Rybak did an excellent job showing
strong leadership there along with the Governor. But when that
bridge went down, not only was there a tragic loss of lives, but also
look at the effect it had on the economy and the effect of—you
know, if trucks can’t go through routes, it is going to be a problem
that is going to cost—goods and services are going to cost more. If
you have a water main break or a pipe that bursts in New York
City, the economic toll that that costs to the small businesspeople
in and around that area.

I think we are at a time now where we recognize that we just
cannot continue as a nation to be crisis oriented. We have to plan
ahead, we have to look at investing in our infrastructure and re-
sources so that we don’t have these kinds of things. I believe the
American people are ready for that kind of bold, strong leadership
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when you tell them, “This is an investment.” You don’t have to
wait until a bridge collapses or the roof crumbles down on kids for
you to want to do the right thing. I think this is an opportunity
for all of us as Americans to do the right thing now and invest in
our cities and our communities.

Mr. MONGAN. Just to point out a statistic relative to highways.
The poor road condition in this country costs the U.S. motorists
over $67 billion a year in additional repair and operating costs.
That is over $330 per motorist because of the quality of our roads.
Then, if you look into the delay costs the industry experiences be-
cause of congestion or poor roads and the fact of just-in-time deliv-
ery is the way that our industries works today; if those products
are delayed, then you have idle workers, you have products that
aren’t delivered to the market on time.

So, yes, you are absolutely correct that doing nothing costs our
economy real dollars, and it costs our environment real dollars and
our energy by the additional gasoline and idling that is done in—
just in road construction, road congestion.

Mr. THOMPSON. Thank you. Anything to add, Mr. Firestine?

Mr. FIRESTINE. I do. I think if you look regionally you can see
dramatic examples of infrastructure needs. Even in wealthy parts
of the region, Montgomery County earlier this year, we had a large
water main break shut down almost half of the county, businesses
closed for 3 or 4 days. If you live there, you know how uncomfort-
able it was over that period of time.

The need for infrastructure replacement, it is a place where
clearly the contracts are in place, we know we can do it; it is just
a matter of how quickly we can fund replacement of that aging in-
frastructure.

Another example is the work being done by the D.C. Water and
Sewer Authority. I sit on their board. There is a mandate to help
clean up the Chesapeake. It is a $4 billion requirement; $2 billion
of that is focused on the antiquated sewer system within the Dis-
trict, which is a combined sewer system which causes overflows.
That needs to be corrected, that is a $2 billion project. Reducing
the nitrogen flow out of Blue Plains, which is the largest sewage
treatment plant in the world, is another $2 billion project.

So, there are huge infrastructure requirements here in the region
that certainly we need, and it is difficult in advance to pay for
those.

Mr. THOMPSON. Thank you, Mr. Chairman, for the time.

Mr. MCDERMOTT. Yet again, Mr. Weller, I am going to say
goodbye to you in public.

Mr. WELLER. We may be back again in November.

Mr. MCDERMOTT. Mr. Weller will inquire.

Mr. WELLER. Thank you, Mr. Chairman. I know, as a courtesy,
the Committee allows Members to insert into the record an opening
statement, and I would just ask that my opening statement be in-
serted into the record.

Mr. MCDERMOTT. Without objection.

[The prepared statement of Mr. Weller follows:]
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Mr. WELLER. Thank you, Mr. Chairman. I would note the dis-
cussion; like my friend from Pennsylvania, I support infrastructure
investment as part of any stimulus plan. I would note, unfortu-
nately, States like Illinois, we have been suffering under one-party
Government for 7 years. Unfortunately, even though one party con-
trols the Government of the State of Illinois, between the Governor
and the State legislature they have failed for 7 years to pass a cap-
ital projects bill necessary to fund road projects and other infra-
structure in the State. So, Illinois, unfortunately, probably wouldn’t
be able to benefit from any Federal infrastructure program because
the State would not be able to put up the matching dollars. So,
until they get their act together, it is going to be difficult for a
State like mine to be able to benefit from this type of initiative,
which I do support.

I would like to direct this question to Mr. Firestine. I want to ask
our two Governors because of their role, and particularly the Gov-
ernor of New York, but unfortunately they had to leave. But this
week, I noted in U.S. News & World Report there is an article
which talks about how the Chairman of the House Education and
Labor Committee, Mr. Miller, is pursuing a plan which would es-
sentially eliminate private retirement accounts as we know them,
a plan which would eliminate the tax preferred status or the pref-
erential tax treatment of accounts like 401(k)s, take that away, and
so which would in my view certainly change how 401(k) plans oper-
ate.

Mr. Firestine, I note that Montgomery County as part of your
benefit program for your county employees, that you have a 401(k)
or a 401 retirement plan which receives preferential tax treatment.
If that preferential tax treatment was taken away, as appears to
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be being advocated now by the Chairman of the House Education
and Labor Committee, how would that impact the retirement plans
of your employees, and how would that impact your ability to pro-
vide this type of benefit to your employees?

Mr. FIRESTINE. First of all, what is interesting about that, we
had the traditional defined benefit plan for county employees; and
one way we were trying to control our long-term liability was to
move to a 401 type approach, a defined contribution approach. The
main purpose is you know what the amount is that you have to
contribute, the employee contributes a share, it gets the tax treat-
ment that it does. So, we moved in that direction thinking that
most governments would go that way. What we found is a lot of
governments haven’t.

It is a challenge for employees who are in those plans now, be-
cause obviously what has happened in the stock market, there is
a lot of pressure to somehow make up for those employees’ losses,
to somehow get them back to whole, in order for us to stay competi-
tive as an employer in the region.

Mr. WELLER. But if you take away the tax preferred status,
where the employees would have higher taxes on their contribu-
tion, would that have an impact on your employees’ decision to par-
ticipate and make contributions into those type of plans?

Mr. FIRESTINE. First of all, the employees who were hired since
1994 don’t have a choice; they are automatically enrolled. That is
really their only retirement benefit.

Mr. WELLER. So, that would mean a tax increase on those em-
ployees if you take away that tax preferential treatment?

Mr. FIRESTINE. I believe so.

Mr. WELLER. Mr. Mongan, do many of your members, civil engi-
neers, do they have 401(k)s as part of their retirement plan?

Mr. MONGAN. I have no knowledge of that.

Mr. WELLER. Do you?

Mr. MONGAN. My firm? I have a firm. Yes, we have the 401(k)
plan in my firm.

Mr. WELLER. So, with your particular firm—you are an engi-
neer.

Mr. MONGAN. Yes, sir.

Mr. WELLER. So, for you and your colleagues with your firm, if
the preferential tax treatment was taken away for your 401(k) con-
tributions, would that affect the—how would that affect the deci-
sions being made by your employees and you, yourself, regarding
your retirement contributions and your intent to save?

Mr. MONGAN. I really can’t speak for my 200-plus employees.
I mean, each one has to make their own individual decision.

From my perspective, obviously I don’t like to pay any more
taxes than anyone else does. But that is my retirement plan, and
I will continue to fund it, even if it means with after-tax dollars
as opposed to pre-tax dollars.

Mr. WELLER. Maybe I could just ask, since I am running out
of time here, ask each panelist, just give me a yes or no, if you sup-
port taking away the preferential tax status for 401(k) accounts, if
you support that idea.

Mr. PALMER. I don’t have enough information on that to give
you an answer right now.
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Mr. FIRESTINE. I think for the reasons I stated, no, we don’t
support taking that away.

Mr. VAN ROEKEL. I would not support it.

Mr. WELLER. Thank you, Mr. Chairman. I realize I have run
out of time. Thank you to the panelists.

Mr. MCDERMOTT. I yield to the Chairman to say good-bye to
the mayor.

Chairman RANGEL. I wanted Mayor Palmer to know that not
only did I recognize he wasn’t talking about the people of the great
City of Trenton, but the problems that are faced by the Conference
of Mayors in his statement that was entered into the record. But
I cannot overemphasize the importance of mayors working with
their congressional delegations and making certain that the impor-
tance of the pain that you are suffering from State as well as the
Federal Government can be shared as we come back, and hopefully
in a bipartisan effort, to make our contribution to stabilize the
economy the best that we can as relates to jobs, infrastructure,
health care, and other things. Because there is no place for our
Mayors to run. I want to be as helpful as I can, and I am certain
that Jim McCrery, if he was around, would be the first one to come
to me, and not necessarily saying what you should be advocating,
but I would hate to see this Congress just adjourn without making
some effort to ease the pain, and not just for our fiscal institutions
but for the people of your great cities. So, thank you for making
the effort, I appreciate your time.

Mr. PALMER. Thank you, Mr. Chairman. Just so you know, the
U.S. Conference of Mayors represents 80 percent of the population
of the country. We are a bipartisan organization. We work very
well, both Democrat, Republican, and Independent, and we will
continue as the U.S. Conference of Mayors has in the past to reach
out to all the Members of Congress, both Republican and Democrat.
As was said, there is no Republican or Democrat way to fix a pot-
hole; but we do recognize it has to be a bipartisan approach to this
with the support of the President. We look forward to reaching out
and working with you, because we really want to make sure that
we can help Main Street. Mayors represent Main Street. So, we are
hopeful and will continue to work with you. Thank you for the op-
portunity for us to be a part of this great distinguished panel and
to testify. Thank you.

Chairman RANGEL. I look forward to working with you. I yield
back the balance of my time.

Mr. MCDERMOTT. The gentleman from California, Mr. Becerra,
will inquire.

Mr. BECERRA. Thank you all for your patience. Thank you for
having come. I would like to just focus on a couple of things. Mr.
Firestine, perhaps I can start with you.

I suspect your area of Maryland is going through much of what
my Southern California area of Los Angeles is going through, and
that is that we are having a tough time moving forward with a lot
of our infrastructure projects because the money that we thought
we had in revenues principally through property tax and so forth
has really been depleted, and we are seeing far less money coming
in for this coming fiscal year.
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I suspect your different infrastructure projects go to schools, to
the issue of schools, to the issue of—I know Mr. Stark mentioned
hospitals, retrofitting hospitals and all the rest. Do you have issues
of water in your area of Maryland?

Mr. FIRESTINE. Yes. I had referred earlier to some very serious
issues in this region in the water and sewer front. We have aging
infrastructure in Montgomery County, and we actually have an
agency that covers two counties; it is a bi-county organization that
provides water and sewer service. The challenge has been to try to
maintain some replacement schedule of our water facilities, water
mains. To the point that earlier this year we had a major water
main break that shut down about a half of the county, a lot of busi-
nesses were not able to open for 3 or 4 days, had a dramatic impact
economically on the county. I also referred to a major project in the
region related to the District’s combined sewer overflow system,
which is over 100 years old and creates a situation of polluting our
waterways in the region. A major improvement at the Blue Plains
facility, a $2 billion project to reduce nitrogen going into the Bay.

But in addition to that, I also just want to note, I mean, we have
a $4 billion capital program in Montgomery County with a lot of
projects that have been designed, would be ready to go. They are
schools. Schools are easy to proceed with. They are easily designed.
It is not like building a bridge which requires separate engineering.
We do fire stations, we do libraries, we do all of that type of infra-
structure with a lot of projects that have been planned but are sit-
ting there waiting in a 6-year capital program until the right tim-
ing comes along that they can be constructed.

Mr. BECERRA. I know in my City of Los Angeles, there is al-
ways some water project underway, whether it is replacing old
pipes or trying to install a newer system into areas where it is very
needed.

I suspect if we were to tell you we could find a way to add in
an economic recovery bill some provision to help you with water,
some people will say water will become the next oil or energy crisis,
that we may find that the price of oil will be dwarfed by what we
having to pay to get good clean water, not just potable water but
also water that we can use for crops and other things.

If you had dollars to make investments in your water infrastruc-
ture, would that be something helpful to the cities and counties or
the jurisdiction that you represent?

Mr. FIRESTINE. I think the constancy across the country—and
this gentleman is probably more appropriate to answer that, but
everybody provides water and sewer services. I am sure most find
that that is the place where infrastructure lags in terms of mainte-
nance, because it is not seen; it is in the ground. You tend to in
a lot of cases have a strategy that focuses on simply repairing the
break when it occurs, not staying ahead of the curve by replacing
those pipes in advance.

Mr. BECERRA. I imagine there is no shortage of projects, both
small and large scale, which any one of the cities or villages or
towns in your jurisdiction probably could undertake if they saw
that there was an opportunity to get some partnership with the
Federal Government to try to make it possible for us to do these
infrastructure projects. I would also imagine that most of those
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projects employ people who are paid at a pretty decent construction
or manufacturing wage level. Would that be correct?

Mr. FIRESTINE. That is correct.

Mr. BECERRA. So, good paying jobs for a lot of Americans, you
can’t ship abroad a job to do infrastructure in Maryland.

Mr. FIRESTINE. Right.

Mr. BECERRA. Questions for our two Presidents from the teach-
ers associations, Mr. Van Roekel and Ms. Weingarten. Chairman
Rangel has had this notion for a long time that if we provided the
local governments an incentive to put out the bonds, to build more
schools, that we would all benefit in the long term by having edu-
cated these kids far better. Has there been anything that you are
aware of in the literature, in the work that has been done—because
we have done some of these bondings through these credits—bond
credits in the past, to make available to local school districts mon-
eys where you put out the bond, we will pay the interest, so you
in essence get an interest free loan for the life of the bond, which
saves you a ton of money, and at the end you end up with not only
a savings of dollars but you also end up with a brand spanking new
school for your kids? Are you aware of anything that says that that
is1 s(;cill not a good idea and a good investment by the American peo-
ple?

Mr. VAN ROEKEL. Everything I know says it is still a great
idea.

Mr. BECERRA. Is that about as big a softball as you have ever
seen thrown your way?

Mr. VAN ROEKEL. Yes. I appreciate it.

Ms. WEINGARTEN. The question was asked earlier about the
kind of ready for construction programs right now. We have gotten
technology that is so great these days, we have gotten an answer
that there is at least around the country $10 billion to $20 billion
of ready-to-construct school construction projects that if there was
the money to do it shovels could be in the ground immediately.

Mr. BECERRA. I appreciate your responses. It is amazing, as big
a softball and as easy it is to hit that one out of the park, we still
haven’t taken the strikes necessary over the last many years to
really get on the ball. Everyone complains about the fact that we
don’t graduate enough engineers out of our colleges to fill the spots
that we have right now waiting for them, and we import thousands
of people from around the world to take high-paying engineering
computer jobs. Yet when we have an idea that everyone says
works, which the literature says works, we still haven’t moved on
it.

So, I thank you for having been here. Hopefully, these difficult
times, these extraordinary circumstances give us a chance to do
some extraordinary things in very simple ways that will let us hit
the softball out of the park.

Mr. VAN ROEKEL. I might just add, we have done surveys in
several States about the environment in schools and its impact on
student achievement and student learning. I will be glad to provide
the details. But it is literally tens of thousands of surveys; and
then, when you see the results. So, not only is it a good investment
in terms of the economy, it is an investment and the return is good.
But what happens when you improve the learning condition of stu-
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dents by good construction and good buildings, especially sup-
porting green values? Learning increases and that is absolutely a
win-win for everyone.

Mr. BECERRA. Thank you for your testimony. Thank you, Mr.
Chairman.

Mr. MCDERMOTT. Mr. Larson will inquire.

Mr. LARSON. Thank you, Mr. Chairman. I would like to thank
the panelists as well.

I have just two questions that I would like to direct my first one
at the educators present here, as a fervent supporter of Mr. Ran-
gel’s infrastructure bill to get aid out to our States for school con-
struction. I have this question.

With regard to the infrastructure as it relates to broadband, how
would you rate our public school system currently in terms of its
ability in a global economy to respond digitally by—and how much
broadband is within our schools currently? What, in your esti-
mation, needs to be done to make us current or make us truly
schools of the 21st century, number one, from an infrastructure
standpoint?

Number two, with regard to the school setting itself, Ed Zeigler
out of Yale often talks about schools of the 21st century and their
capability, especially in neighborhoods in urban and rural areas, to
be able to have child care before and after school. So, any new con-
struction, albeit green and clean, should also take into consider-
ation the obvious stress on the current workforce that, during these
economic times or even worse, what are your projections on that?
So, fundamentally, from a human capital perspective, the schools’
ability to facilitate child care; and, from a technological standpoint,
where we need to be in terms of technologically being able to ramp
up like, well, say our competitors in India, Ireland, China, just to
name a few.

Ms. WEINGARTEN. We have been through the course of the last
20 years, I would say, attempting to always catch up in terms of
ensuring that our infrastructure meets the current academic needs.
That is not—and there is no clearer place than in technology. This
Congress, over the course of many, many years, has really endeav-
ored to help with that. The Chairman’s bill has been one way of
doing it. The eRAID program, other kinds of programs like that
have been other ways of trying to ensure that we could actually en-
sure that our schools, buildings that were built 80, 100, 150 years
ago, not only converted from coal burning to other kind of heating
and now green kind of technology, but also ensuring that you had
the technology and the wiring to even have a basic computer.

Mr. LARSON. How many schools would you estimate probably do
not have sufficient broadband in order to participate in 21st cen-
tury technology; i.e., schooling and education, in this age of knowl-
edge-based communication?

Ms. WEINGARTEN. Unless my colleague has the answer to that
question. Our sense is we are never catching up enough. We cer-
tainly now have—I will tell you in terms of New York City, after
two big capital programs which the Congress has provided signifi-
cant help in, particularly Chairman Rangel, we have been able to
wire most of the schools. But when you start talking about
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broadbanding and all that that would allow us to do, we are no-
where near where we need to be.

Mr. LARSON. That was my point, especially when we are talking
about an infrastructure program and the public wants to see the
direct benefit. We don’t want to just put bricks and mortar, how-
ever important they are, and they are. But if we are not putting,
making the investments so that it is going to pay off long term so
that our children are able to compete long term with their—you
know, it used to be you competed across State borders; now we
compete globally. It never ceases to amaze me the investment that
other nations are willing to make because they understand the sig-
nificance and importance.

Mr. VAN ROEKEL. To add to that, as we do interviews with
businesses outside, what they talk about is that too often our stu-
dents power down when they get to school, meaning that the tech-
nology available at school is far less than what some of our stu-
dents carry around in their backpacks when they are out of school.
The inequity of that, of the ability to have those technology tools,
is huge.

Our organization, the National Education Association, has been
a partner with the Partnership for 21st century skills, to talk about
what are the skills and knowledge that we have to put into our
schools and our education system today in order to be competitive
in the world and in the years to come. That is a huge step that
we need to take, and we are not anywhere near where we need to
be.

Mr. LARSON. Mr. Mongan, if I could ask you, from a civil engi-
neering perspective. As it relates to over the last 25 years, what
we have seen in terms of investment is investments in bubbles that
ultimately burst; and, for the most part, they are paper assets that
we have been dealing with. Whether it is real estate, whether it
is financial paper assets, et cetera, even speculation in the com-
modities markets based on paper rather than actual tangible goods,
in your view, does the country need an industrial policy centered
around civil engineering, science, and manufacturing? If so, what
are some of the areas that you think we should go to?

Mr. MONGAN. This country and the Congress has tried to help,
but we have clearly a report that the National Academy of Engi-
neers published a few years ago, Rising Above the Gathering Storm
relative to science, technology, engineering, and math education.
We are continuing to fall behind our colleagues outside of the
United States in that area. That we must do more to promote that
type of education. Clearly, our investment in infrastructure and
STEM education has lagged behind significantly our foreign com-
petitors.

I had the privilege of traveling to Tunisia this past summer on
a presidential trip, and their President, Ben Ali, for the past 20
years has had a program of education focused around science, tech-
nology, and math. Their GNP doubles what Europe’s average GNP
does, just a small country of 10 million people. They have 20 col-
leges of higher education granting engineering and technology de-
grees out of a population of 10 million. We don’t even come close.
It is simply because they have the leadership and the vision to say
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that science technology and engineering and math are our way out
for the future.

Mr. LARSON. Thank you. I thank all three of you for your re-
sponses.

Mr. MCDERMOTT. Mr. Brady will inquire.

Mr. BRADY. Thank you, Mr. Chairman. I thank the panel for
your information today.

Congress does not have a good track record when it comes to eco-
nomic stimulus efforts. Our last one earlier this year had no im-
pact; that all those checks went down the gas tank because of high
fuel prices, and this Congress refused to deal with high fuel prices.
The aid to the States in 2003 had little impact other than, unfortu-
nately, many States padded their State payrolls. Today we face a
bigger problem because of that.

It seems to me that the bigger picture is that our National Gov-
ernment is on very shaky financial ground. Republicans I think did
a poor job controlling spending. When we left control of the Con-
gress, we had a deficit of $160 billion. Today, in the first year of
Democrat control of Congress, that deficit more than triples, over
$400 billion. When we finish this year, we will have the highest
Federal deficit in American history. That is not even counting the
bailout or the $50 trillion or more in unfunded liabilities for Social
Security and Medicare. Governors and mayors have rightly criti-
cized Washington for its out-of-control spending habits.

So, today, having Governors and cities asking Washington for fi-
nancial aid is a little like Lehman asking the auto makers for fi-
nancial aid today. We may well do best to get our own financial
houses in order. I wonder if the best signal that we couldn’t send
to our financial markets is that Congress is going to deal with its
financial house, and it is going to take the necessary steps not on
a spending spree but on spending reform.

I do think there is merit in exploring the unemployment benefits
issues, because we have some States that are struggling terribly.
Schools in Texas tell me, in my district, that fuel prices continue
to be the hardest part of their budget. They are laying off teachers,
consolidating bus routes, ending extracurricular programs. They
just can’t handle those fuel prices. What Congress should do to ad-
dress that in a meaningful way I think would help our schools a
great deal.

I do think there is merit in exploring a direct injection of infra-
structure funding for highways and bridges. If I were in charge, I
would bypass the U.S. Department of Transportation and send that
money directly to the States for projects that are ready to bid
today. I would pay for every dime of that injection by—for 1 year,
I would lower the gate, the tax gate; allow U.S. companies to bring
back more than $300 billion of profits that are stranded overseas
because our Tax Code penalizes them for reinvesting in America.
Not only would that double the economic injection into the U.S.
economy, but the taxes from that 1 year lowering of the gate would
pay for every dime of that highway and bridge infrastructure fund-
ing.

So, I guess my question to you, Mr. Mongan, is we know the
Highway Trust Fund is flat broken and needs to be addressed in
a meaningful way. But do you believe bypassing the Federal mid-



112

dleman, injecting dollars directly into the—let me give you a
choice. What is the smarter move for Congress, to fix the Highway
Trust Fund permanently or to directly inject dollars into the States
for ready to bid contracts?

Mr. MONGAN. Well, I think Congress needs to address next
year in the transportation reauthorization ways to deal with the
trust fund, ways to provide sufficient revenues to ensure the trust
fund doesn’t go broke again and that there are adequate resources
there to invest in transportation. I think there are a multitude of
issues associated with our trust fund and the spending, the man-
dates, the categories. All of that needs to be examined.

In immediate terms, I think that a direct grant, if that is what
we are talking about, to States with mandates that will be used in
transportation or bridges probably would put the most dollars on
the street in the short term. But I see that purely as a short-term
option, not in terms of a longer term approach. We need the cri-
teria, we need the discipline that the Federal Department of Trans-
portation brings to our transportation problems, and that shouldn’t
be destroyed in the process of trying to fix the trust fund.

Mr. BRADY. Do you object to our paying for that infrastructure
funding rather than borrowing money to do that?

Mr. MONGAN. We think that there are a number of ways that
infrastructure funding can be financed and that those ways should
be explored.

Mr. BRADY. Thank you. Mr. Chairman, I yield back.

Mr. MCDERMOTT. The gentleman from Oregon, Mr.
Blumenauer, will inquire.

Mr. BLUMENAUER. Thank you. Thank you, Mr. Chairman.
Thank you, Chairman Rangel, for the laser like focus on infrastruc-
ture. This is going to be a major item for us not just in the context
of the stimulus, but it is one of the major unfinished agenda items
we have for the next Administration and the new Congress. I ap-
preciate your patience sticking with us and adding your voices to
the drumbeat of the challenges that we face with the economy,
with fraying infrastructure, whether it is roads, bridges, water,
transit, or our educational infrastructure or lack thereof, and in the
context of some of the new realities that we are facing like a car-
bon-constrained environment where we are going to have to be
doing things to meet the challenge of global warming.

I am hopeful that if there are any observations that you can help
us with, with all the smart people that are within your organiza-
tions and the experience that you folks have, that we might be able
to obtain from you some thoughts about what the vision should be
for the big picture. I don’t want to put you on the spot now for 37
seconds but to the extent to which—I know, Mr. Mongan, we have
had these conversations with you and your team in the past—as
we try to sort out what Congress and the new Administration
needs to be doing with the big picture to renew and rebuild Amer-
ica for this century in these contexts, beyond just the short-term
economic stimulus but something that you can count on year in
and year out and be part of a broader comprehensive effort that we
can look at so we know what it is that we are financing and how
we squeeze more value out of the process. The extent to which you
have some thoughts and can supply them at least to me I would
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deeply appreciate that over time and look forward to following up
with you.

I would have a very specific short-term question to Mr. Firestine,
if you wouldn’t mind, and others of you may have some thoughts.
We are looking at agencies, municipal agencies, school districts,
airport authorities that are AAA, gold plated, that have a revenue
stream, have not missed a debt service payment ever, and are
watching, and you referenced, the skyrocketing short-term problem.
I am wondering if there are approaches that occur to you that we
might be able to take now to help those local governments, those
school districts, those transit authorities that are running into the
serious short-term buzz saw that the Federal Government could do
with a different type of bond, for instance, or a bond in reinsurance
or something that would enable you to work, function at a reason-
able price given how creditworthy many of these entities are.

Mr. FIRESTINE. Again, I think because there is no market out
there for liquidity providers, there is nobody willing to provide
guarantees for short-term liquidity, that is the best place where I
think the Federal Government could help. I think the authority is
already there in terms of what you have approved. As I said ear-
lier, I think the issues with respect to Treasury, looking at you
know what has been done for assistance with commercial paper in
the private sector, certainly would apply to the health that is need-
ed with short-term commercial paper on the tax-exempt side. There
are issues with short-term variable rate debt where it is used basi-
cally in those situations where it is an interim financing tool for
capital projects. Because you don’t have access to that and because
you are delaying issuing long-term debt you have now put long-
term projects on hold.

So, again I think most places where we see the immediate need
is in the short-term market in the form of guarantees, and that is,
I think, one of the quicker ways to provide stability there. There
are jurisdictions concerned about making payroll because they
don’t have access to commercial paper, to assure in advance of tax
receipts that they have cash to make payroll, and it is all related
to the fact that you can’t get a liquidity facility.

Mr. BLUMENAUER. Thank you. Our friends from education,
any thoughts about this bigger picture?

Ms. WEINGARTEN. We have actually put out a report on green
schools and our vision of what a green—how we can green our
schooling—our schools and what it means both in terms of higher
productivity, satisfaction rates, helping kids as well as what a
school like that would look like, and we would be happy to get that
to you.

The other point I would make is over the summer I started talk-
ing about how you pull together a lot of what we do in schooling
and in social service and you try to do that maybe either with
wrap-around programs or under the same roof. So, for example,
there are many places where the S—-CHIP program, other—the chil-
dren health programs have been brought into or coordinated with
schooling. So, you have some health clinics either in schools or co-
ordinated with and so if you look at a long-term vision of what
schools will do or can do, that is a way of looking at infrastructure
side by side with long-term coordination, which I think would actu-
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ally, again, save money in terms of having a lot of services that we
believe kids should have coordinated under the same roof.

[Not available at the time of printing:]

Mr. VAN ROEKEL. Just to follow up again on the concept of
green schools, I worked with the U.S. Green Building Council and
they are doing incredible work on the environment and green
schools and what we can do in the long term about a vision of what
it looks like. One of the leading reasons for absenteeism is asthma
and the incidences have gone up just dramatically in the last 20
years. We see a difference of air quality in schools with the absen-
tee rate and the impact it makes on student learning.

So, there is much there. I would love to provide that to you.

[The information follows:]
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Teaching, Learning and Leading Survey (TELLS)

Simge 2005, the Natisnal Ediscation Association has partnered with the New Testher
Canter, Undearsity of California Santa Cruz (NTC) to suppoet the wark an conducting
siatewide teacher working conditions surveys. Based on the work started in 2001 in
Morth Carclina, the Teaching, Learning and Leading Sureey [TELLS) process has baen
sucteisfil i providing data that can inform substantive schoal improvemnent, teacher
recristment amd retention concerms, legslative and political programs, as well as
provide the voice of teachers into school reform.  TELLS resuits pravide individual
districts and schoals with reliable data regarding their own teachers’ perspective on
their working conditions and the #mpact of these conditions on student achievement.
The data allows individual schooks and communities Lo consder appregriate pobicies and
programs to address the unique concemns of their teaching force.  Data gathered from
thse tenms of thouwsands of surveys representing more than ten states andfor large schoal
districts has the potential to improve teacher working conditions in guery school based
on the waics that matters mt—dmm taaiherd, CM!-EﬂI.IErI'H'r_. the imitiathee kolds
the promise to dramatically stem teacher atirition and significantly Improve student
leaming results.

Policymakers, practitioners, and researchers have long realized that teaching quality
is the most imporiant variable for the success of students [Hapushek, Riviin & Kain,
1948; sanders & Rivers, 1996). Supportive school environments, where educators ane
valued, trusted, and have the time and ability te collaborate to Improse instrisction, are
necessany o enable teachers ta be successful. Policgmakers hawve paid little attentian to
the working conditions n schools (Hanushek & Rividn, 2007} that are so critical 1o
teacher retention and teacher and student success. A growing body of research chearly
demonatrates thal assessing. I.mﬂ'ErE-'I.#'II"iI'It and impraving dech conditions can have
many benefits:

i Improved Student Leaming: Teachers” sucoess with students is facilitated by a
positive school contest, such as support from leadership and being n a safe and
collabarative working ervironment. Several statewide studies have demanstrated
that the presence of poditive work envirenments is significantly conmected 1o
increased student achipvement (Hirsch & Emerick, 2007, 70063, bl. In particular,
having strong, trusting relstiorships— both internally and externally—,and
suppartive school leadership are both essential to improving student achéavemant,

4 Improved Teacher Efficacy and Mothvation: Teachers' perceptions of their schood
are theeir reality; therefore, teschers” behavior and efficecy are a direct result of
those wiews. In a recent liferature review on teaching comditions, Leithaweod
(2006} found that teacher efficacy it significantly shaped by tesching conditicng
and that the degree of burmout and teachar engagement are critical to dassroom
performance and job satisfaction. He notes, "What teachers actually da in thesr
sthoals and classrooms depends on bow teachers perceive and respand to thedr
warking conditions.” The TELLS surveys that have been conducted support this
refeanch,
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¥ Improsved Teacher Retentian: Teathers who leave schiools cite an Oppartunity for a
better teaching assignment, dizsatisfaction with suppart from administrators and
dissatisfaction with warkplace conditions as the main reasons why they seek ather
apportunities (NCES, 2004, Mareel, o1 al,, 2008). Teachers indicate that a positive,
collaborative school dimate and fupport from colleagees and administrators are
tha mast important factess influencing whether they stay In a school (Hirsch &
Emerick 2007, 2006ab]. Research has Bnked teachers’ negative perceptions of
warking conditions with their exit from schools, Factors such as failities, safety,
and guality of leadership hawe a greater offect an teachar mobility than salary
{Harshak & Ridkin, 2007). In particular, it appears that faciities that are safe
ceuplad with supportive school keaders who create trusting environments where
educatars are engaged in decision making impacts the latter group™s decisions
aboat where o work [Hirsch & Emerick, 2007, 20068, b).

#  Mew Recruftment Strategles ta Entice Educalars o Work in Hard-to-5tafl Schools:
Teathers who are willing to teach #n hard-to-staff schoods indicate that strong
sipportive sthodl lesdership, &n engaged community and parents, salety, and
working conditions are all impartant factors when selecting where to wark,
Further, when Alsbama educstars were asked about incentives that would attract
them to schools, non-fimandcial incentives, such as guaranteed planming time and
reduced dass sizes, were found to be more powerful recruitment incentiees than
salary supglements and bonuses (Hirsch, 2006c). Improving tesching conditions
could alse bolster the teacher supply poed because many educators wha left due o
poor conditions may come back if such conditions were enhanced. A survey af
2,000 educatars from California found that 28 percent of teachers who lefi the
profession  before retirement ndicated that they would come back i
improvements were mede to teaching and learming conditions.  Maonetary
incerthaes were found 1o be less affective in lumng tham back (Futarnick, 2007).

To help ensure that all students learn, teachers need to wark in schoals designed for
their suceess.  Positive teaching conditions and ssle facilities, where educatars fesl
supparied and empowered, are essential to creating schools where teachers want to
wark and studerits can thrive.
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Mfl BLUMENAUER. We look forward to it. Thank you very
much.

Mr. MCDERMOTT. Mr. Porter will inquire.

Mr. PORTER. Thank you very much. I appreciate your patience.
Thank you for being here, and the next set of panelists that are
awaiting the opportunity.

I come from the great State of Nevada, and we are very proud
of who we are as a community. When times are good, we excel and
we reap the benefits of a strong economy. But we are also one of
the first hurt in travel to or in Nevada when things are bad, the
economic challenges. We have one of the worst foreclosure rates in
the country, 1 out of 40 some homes in my district. We currently
are laying off individuals from families from jobs. We may well see
up to 9 percent projections for unemployment in Nevada. Our Gov-
ernment’s cutting, State Government, between 14 and 20 percent.
Having been a Mayor of a much smaller community than some of
our teammates here today, but a Mayor of a small community, I
decided to run for the State Senate because of all of the mandates
that were being put on me by the State of Nevada as a city. Then
as a member of the State legislature, I also realized there are also
a lot of mandates the Federal Government puts on States, local
governments and schools. As families are struggling in Nevada,
families are hurting, they really are looking at their own mandates
and looking at what they can afford and what they can’t afford. So,
families are cutting their budgets. Schools are cutting their budg-
ets. Cities and States are cutting their budgets.

I am very, very concerned that one area we have not addressed
as we try to help find solutions to some of your problems is that
not only are my constituents angry with the Federal Government,
they are also angry with the local and State Government because
they think they are bloated budgets. Now, I don’t believe that in
State and local governments. But one thing we haven’t done as the
Federal Government is look at our own waste and our own man-
dates, and I applaud and I am sorry that the Mayor isn’t here, but
the Main Street stimulus package. I agree in principle and I am
sure there are some areas we don’t agree with, but I think that is
a very, very positive step. You are giving us some possible solutions
to problems. But what I would really like to see that local govern-
ments and State governments, if they would help us with your list
of mandates. I know you know what they are because we used to
do that. You know what they are, those mandates that we are not
funding that are putting burden upon you.

I would also like to ask that this Congress take a look at where
we have duplications in service. We have hundreds of programs
that are very, very important but there are hundreds of agencies
doing the same thing.

So, in the midst of this crisis, unlike we have seen in probably
70 or 80 years, what I would encourage Congress to do is to look
at the Main Street stimulus package but also at the same time
have the local governments give us their list of mandates that
aren’t necessary, that you don’t think are necessary that we are not
funding. I think that the Federal Government at the same time
could reduce some of its duplicate programs, and I think that by
November 17, when Congress comes back into session, we ought to
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look at these. What can we do to help you? What can we do as a
government? We owe it to our constituents. It is just common
sense. As we move forward trying to help you, we need to find
where our moneys are being wasted as well.

So, having said that, I would just like to ask off the top of your
heads, are there some mandates that you think we ought to be re-
ducing on you as local governments and unnecessary services to
help your constituents? I know the schools have a couple. Is there
anything in the schools?

Ms. WEINGARTEN. Look, there is—we can spend a lot of time
talking about this issue and much of even we—even when No Child
Left Behind, for example, was passed on a bipartisan nature, it
was passed in a way that immediately after it was passed much
of the funding that was supposed to be intended never happened
and as a result you have—even for those who believe in testing you
have variable testing all across the country, the work that was
done to try to lift standards, a lot of that work has not material-
ized. So, part of this is making sure every dollar that is spent is
spent in a wise way, which is what your question is, and I am sure
we can look at many of the other programs

Mr. PORTER. I would think—I guess I am offering that. I am
not disagreeing. We probably would agree with most of the things
you are talking about today, but help us then also with things that
are a burden to you. I know special needs, we need to help these
kids but we are not funding it. What are we, 20 something percent
now? So, I would ask, November 17, I would wish that this Con-
gress would put all of this together as we move forward. Whether
infrastructure needs, we need to look at these things. So, again
thank you very much

Mr. FIRESTINE. If T could add one which I think is a good ex-
ample of imposition of an unfunded mandate. There is a require-
ment at the local government level for a 3 percent withholding on
payments that are made to vendors, and the impact of that is quite
significant. We don’t think there is any benefit to be received from
that, but it is a clear mandate that we are going to have to put
new systems in place to deal with and for an effect that, you know,
will crowd out moneys that would be needed for other more impor-
tant priorities at the local level.

Mr. PORTER. Thank you. My last thing in closing, to my knowl-
edge this Congress has not looked at ways to reduce mandates and
burdens on local government. I have not heard anyone on this
panel suggest we raise taxes. Actually the Governor said it would
be the worst thing we could do. I think we can do this together es-
pecially at this time of need, and again I appreciate all of you being
here today.

Mr. MCDERMOTT. The gentleman from New dJersey, Mr.
Pascrell, will inquire.

Mr. PASCRELL. Thank you. Mr. Chairman, I want to associate
myself with the remarks of the gentleman from Nevada, the ques-
tions also, the line of questioning, but I am perplexed. Although I
know that Governor Sanford had to leave, I really am perplexed
that his State of South Carolina has the fourth highest unemploy-
ment rate in the Nation and when you look at how many folks that
have been unemployed just in this past year and how many—in
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South Carolina rather—have exhausted their unemployment bene-
fits and will no longer be considered unemployed in the system
that we have, as you well know. I am perplexed as to his position
and I wanted to express it.

I want to go to Mr. Mongan because you answered the ques-
tions—you were asked questions by my good friend from Pennsyl-
vania, Mr. English, about capital investment and I was a little per-
plexed as to whether you were agreeing with the line of ques-
tioning that we have to have these projects in the pipeline, they are
taking too much time, this is not the best way to spend our money.
I want to know if that is what I was hearing from you.

In testimony later today we are going to hear folks—in fact, he
hasn’t testified yet but Mr. Viard of the American Enterprise Insti-
tute, which totally shoots down the possibility of any kind of infra-
structure investment, and he talked about—he used the same
words that you are using. There are time lags. Now, you are here
as a civil engineer to tell us we need to be investing in the infra-
structure. You are here to tell us that infrastructure is important
and we could put people to work. Yet your response to Mr. English
almost contradicts that.

We are here, as I understand the Chairman, we are here to go
to the heart and soul of the average American who is suffering dur-
ing this recession, call it whatever you wish. That is why we are
here. We read in the papers the last few days that the very money
that we voted for out of the $750 billion, the money that went to
the banks is not being lent to the American people. So, here we are
2 weeks past the time that we voted, 3 weeks past the time we
voted, and the money that we voted for in good faith, many of us,
the second stimulus package, the second vote that Friday, the
money is not getting to the people. We are never going to be able
to build new homes. So, I am very concerned about not only pro-
viding dollars for an infrastructure. I am very concerned about
whether that money is ever going to put people to work and as
quickly as possible.

There are thousands of projects, are there not, Mr. Mongan in
the pipeline, that is my first question, in each State, yes or no?

Mr. MONGAN. Yes.

Mr. PASCRELL. That means, Mr. Mongan, that we have got de-
sign, we have got the schedules ready to go. We just simply don’t
have the money in those States to fulfill either building access to
airports, either expanding roads, repairing roads, fixing the
bridges. Thirty-nine percent of the bridges in New Jersey are fall-
ing down, falling down, falling down. Thirty-nine percent of the
bridges. Now, do you think it is expedient for us, this Committee,
to explore the possibility of money going to the infrastructure, Mr.
Mongan?

Mr. MONGAN. Yes. I am sorry if I misled you in my answer to
the Congressman’s question. As I interpreted his question, is that
there are large infrastructure projects like the intercounty con-
nector here in Maryland that is going to cost $2 billion and is it
prudent to have a stimulus package that funds an infrastructure
project of $2 billion that is going to take 10 years to build? Well,
what my comment was is that there are lots of other projects out
there that are
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Mr. PASCRELL. As a civil engineer——

Mr. MONGAN [continuing]. That are ready to go, that can be
worked on immediately and are not going to be multi-year——

Mr. PASCRELL. Well, there are a lot of those projects, aren’t
there, ready to go?

Mr. MONGAN. There are thousands and——

Mr. PASCRELL. What about the water projects? What about the
sewer separation, which is a Federal mandate—I am sorry the Gov-
ernor is not here. We have tried for 8 years on a bipartisan basis
to get money into those facilities of separating our sewer system to
ensure clean water, drinking water. How many of those projects
would you imagine are in the pipeline ready to go, ready to go next
Monday morning if we provide the dollars—at least help provide
the dollars with partnership with those States?

Mr. MONGAN. There are hundreds and hundreds of those types
of projects.

Mr. PASCRELL. So, to give the impression that we would have
to wait so long before any of these projects to get off the back burn-
er, so to speak, and put people to work, that is just not so?

Mr. MONGAN. That is correct.

Mr. PASCRELL. Why aren’t we pushing for that?

Mr. MONGAN. We are pushing for that. The answer

Mr. PASCRELL. You are. So, in other words, you would clarify
what you said to Mr. English——

Mr. MONGAN. Yes.

Mr. Pascrell [continuing]. And responded to it because he was
quoting directly from this gentleman from the American Enterprise
Zone. I mean I am not shocked what he is saying, but I was inter-
ested in how the dialog went. You do support immediate infusion
of dollars in partnership with the States to get the projects, these
infrastructure projects that are in the pipeline, getting them going.
We can do that in a very short period of time after we pass the
legislation; is that correct?

Mr. MONGAN. Yes.

Mr. PASCRELL. You support that?

Mr. MONGAN. Yes.

Mr. PASCRELL. Thank you for clarifying.

Thank you, Mr. Chairman.

Mr. MCDERMOTT. The gentlewoman from Nevada, Ms. Berkley,
will inquire.

Ms. BERKLEY. Thank you very much, Mr. Chairman.

Thank you for being so patient with us and staying all this time.
I appreciate it.

I represent the urban core of Las Vegas. I grew up there, and
for the last 45 years that I have lived there it has been nothing
less than a boom town with extraordinary growth and extraor-
dinary prosperity. If we were talking a year ago, my comments
would have been dramatically different than they are going to be
now.

At this time I have got the highest mortgage foreclosure rate in
the country in my congressional district. One out of every twenty-
two homes is in foreclosure. Since people don’t have skin in the
game they are mostly just abandoning their homes and leaving
town or leaving the neighborhood. My unemployment rate is far
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higher than the national average. It is 7.3 percent. As my colleague
from Nevada stated, we have received indications that that unem-
ployment is going to go up. Mine wasn’t quite as dire but close, to
8.6 percent by the end of the year, which is going to have cata-
strophic consequences to the people I represent. Our State econ-
omy, which is based on sales tax and 87 percent of the land in the
State of Nevada is Federally owned; so there is no tax base, our
State budget is in shambles right now. This is relatively new and
shocking and difficult to grapple with when you are unaccustomed
to it.

I thought it was very important to fly back for this hearing be-
cause there isn’t anything that you have proposed that we are dis-
cussing that won’t have a direct and beneficial impact on the peo-
ple that I represent. Providing an infusion of funds to Medicaid for
my State will mean the difference in many instances between life
and death and permanent health problems because people will be
able to continue to access a doctor, and that is very important. An
extension of unemployment benefits so that we have a bridge for
many families that are recently unemployed, struggling, and until
this economy turns around there is not going to be any hope for
them to be able to support their families.

But the part of this discussion that intrigues me the most and
I think will have the longest and most lasting consequences for the
people I represent is the infrastructure component and investing in
the infrastructure of this Nation. I think that is a wonderful way
to stimulate the economy.

Our State legislature last session did a study and found that
there was—we had between $3.5 billion and $5 billion worth of in-
frastructure needs. I don’t have crumbling bridges and—I don’t
have enough of them. So, the fact that we would be able to put
money into these projects is very, very important.

But the question I have for you, Mr. Mongan, I am getting con-
flicting numbers. I used to say that for every billion dollars that
we invest in our infrastructure we employ 47,000 construction
workers. I recently read that number was 35,000. Would we be em-
ploying 35,000 construction workers, and I understand ancillary
jobs as well, or 47,000? Either number is startlingly good but which
one would it be so I am accurate?

Mr. MONGAN. The U.S. Department of Transportation I believe
in April earlier this year published their number, which is for 1 bil-
lion of investment in transportation, and that is not just Federal
investment but State investment, too, but a billion dollars equals
slightly over 47,000 jobs. It may not be all construction jobs, but
47,000 people are employed for every billion dollars spent.

Ms. BERKLEY. I am glad to know that the higher number is
what is accurate. My building trades people are dead in the water.
So, many of the projects on the Las Vegas Strip have been stopped
and of course our hotel building has slowed down and our housing
market is nonexistent. So, to be able to put those people back to
work I think will have a direct impact, an immediate impact, on
our economy and do what a stimulus package is supposed to do. Do
you agree with that assessment?

Mr. MONGAN. Very much so. I will be honest. I have a firm of
225. Because the State has cut back on transportation spending,
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they have canceled some of my projects that we are working on. I
laid five people off this week and that will occur again because the
projects aren’t there and the money isn’t there.

Ms. BERKLEY. Mr. Chairman, may I continue to question for
another moment? Thank you. I wanted to speak to the Presidents
of both of our teachers associations.

I think that the package to provide zero interest bonds for school
construction is very important. That is not one of the—I have been
a proponent of that ever since I came to Congress. Las Vegas
builds a school a month in order to keep up with our growth. Now,
we passed a substantial bond issue, two of them over the course
of the last 20 years; so we are financing. I would like to go into
the schools with you, if I may.

I have got one of the highest dropout rates in the country and
that was before the economic slowdown. So, many of these kids
when they turn 16, they drop out of school because they have been
able to get a job. What—I know this is a much—you could talk for
hours on this, but what are the social implications of youngsters
dropping out of school at the age of 16 before they have completed
their high school education much less their college education or oc-
cupational training?

Ms. WEINGARTEN. The implications, the moral, the social, the
economic implications are huge. There is a recent study that actu-
ally shows that every dollar invested in early education yields a
savings of $7 later on in foregoing—or in increased graduation
rates, in reduced incarceration rates and things like that. Chair-
man Rangel has spent a lot of time on the issue of. dropouts. We
have tried—wearing my New York City hat, we have tried to spend
a lot of time looking at that. We are starting to see that if you focus
on career and technical education, if we start thinking about green
schools in a very different way and green jobs in a different way,
if you link kids in middle school—and you are right, Congress-
woman, this is a very long and we can spend hours on this—but
if you link kids from middle school onward to something that they
actually want to do in school, you cut change that dropout rate sig-
nificantly. Some of it is long term, some of it is short term. But
when you actually have—and I think that Dennis said this as well.
When you actually have an infrastructure in a school that has a
science lab when you are tying to ensure that kids have to take
science, that have the kind of new career and technical skills so
that kids can come out of school prepared for life or prepared for
college or both, these are things that will hugely help.

Ms. BERKLEY. Let me ask another question, and maybe you can
incorporate it because my time is up. I was appalled when the
President vetoed the S—CHIP legislation. I spent a lot of time at
my elementary schools. I have got a very high incident of single-
parent households, lack of child care. So, when these kids get sick,
their moms are going to work. These are people that don’t have in-
surance and their kids are sitting in a classroom sick as dogs. Do
you think that passing that S—-CHIP program will be a benefit to
the school children across this Nation like those that I represent
in southern Nevada?

Mr. VAN ROEKEL. Absolutely. It is just impossible to teach a
child when they are not feeling well and they are sick, and it is
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so unfair to a parent. The idea that as a parent your child is sick
and you have no means of taking them to a doctor for health care
I think is just wrong. We need to change that and we need to pro-
vide the resources for families so they can take their kids to the
doctor, and when they are well we will teach them.

Ms. BERKLEY. Thank you very much.

Chairman RANGEL [presiding]. The Chair would like to recog-
nize Congressman Van Hollen.

Mr. VAN HOLLEN. Thank you, Mr. Chairman, and thank all of
you for your testimony here today. I have some questions for Mr.
Firestine. The first relates to your testimony on the alternative
minimum tax. I think a lot of us on this Committee would like to
either eliminate or revise the alternative minimum tax going for-
ward, but for now we have it in place, and in your testimony you
suggest eliminating the alternative minimum tax penalty that ex-
ists for some tax-exempt bonds, and I would like you to elaborate
on that point and discuss the impact on State and local bond
issuances. That is one question.

The second, if you could comment a little bit on the challenge
many of our public transit agencies are facing across the country
right now as a result of the credit crunch, for example, the
WMATA, the Washington metro authority, because of certain rela-
tionships and having AIG as having one of its insurers is right now
experiencing a significant potential squeeze, which is also some-
thing I think that may be felt by other transit systems around the
country.

If you could address those two issues, please.

Mr. FIRESTINE. Thank you. On the first one on the AMT, the
issue there is it that there are a large range of categories, types
of facility bonds that there is an extra cost associated with issuing
them and there is an extra—a higher interest rate associated with
those bonds. Some of the things we have heard mentioned today
are public-private partnerships are a good way to create infrastruc-
ture, whether it is the hot lane project going on in Virginia, which
is a public-private partnership. Any of those types of bonds are
subject to AMT, and there is a penalty related to those. What we
are saying is that plus you heard comments earlier about the need
for improvements at airports. Airport bonds would fall within this
category.

So, the theme is to relax the AMT penalty for those types of
bonds similar to what was done earlier for housing so that they be-
come more attractive and it is easier to find investors.

Mr. VAN HOLLEN. Just on that point do you have any idea
what kind of additional participation you might get in those public-
private partnerships or how many people are not participating
today because of the penalty? Is there any data on that?

Mr. FIRESTINE. I don’t, but I think it just makes them more at-
tractive in terms of as an investment because the penalty isn’t
there plus the increased cost of issuance, you know, would go away.

With respect to transit agencies, and I am surprised it hasn’t
come up earlier, Metro in this region faces some huge issues re-
lated to the elimination—there was a downgrading guarantee pro-
vided on a lease payment deal that they had done with respect to
their projects. Because of that there was action taken to basically
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require some payments by the Metro system. I think the same
thing is going on in MTA in New York. I think New Jersey has a
similar problem. These relate to lease deals that were performed in
the past. Once the guarantee—guarantor was downgraded, sud-
denly it became immediate that they would have to make certain
payments. Those transit agencies in order to make those payments
they are—something has to give. They are going to have to lay off
staff, cut service.

So, I know they have approached Treasury to see if there are
some ways to get Treasury to provide the guarantees so that they
can continue or there are options they are looking at to work out
those deals so that they don’t have those payments. But I know it
is hundreds of millions of dollars in some instances.

Mr. VAN HOLLEN. Thank you. Mr. Chairman, I think if we
could pursue this issue, it is an issue I know New York I believe
is experiencing. I know the Washington Metro, other metro sys-
tems, the consequence of the meltdown in the financial sectors and
especially in some instances the fact that AIG was an insurer here,
and I think when you have got the Treasury Department inter-
vening on behalf of a lot of private sector entities, it also makes a
lot of sense that they intervene to help some of these public sector
entities that the entire—that the public depends on for the pur-
poses of their transportation.

So, I thank you for your testimony. This is something that is ur-
gent right now. We have been trying to get the Treasury Depart-
ment to at least meet with the heads of some of these transit agen-
cies so that we can resolve this right away. Thank you, Mr. Chair-
man.

Chairman RANGEL. I thank the gentleman from Maryland and
recognize the gentlewoman from Pennsylvania, Congresswoman
Schwartz.

Ms. SCHWARTZ. Thank you, Mr. Chairman. Thank you for your
patience and for the panel’s patience and we actually have another
panel coming up. So, this has been a long hearing, but I think we
are—and you have heard today from so many of us and reasons of
our interest in that we are seeing both really human needs, the in-
dividual needs, but also we see the infrastructure needs, and they
are related. As you have talked about that unless we can put peo-
ple back to work, we are not going to get ahead of the curve here
on this. I was particularly interested in some of the local needs.

I am thinking particularly—I represent both the city of Philadel-
phia and my Montgomery County, Mr. Firestine. It is Montgomery
County in Pennsylvania. I have heard certainly from both sides,
but certainly the City of Philadelphia is going through a difficult
time and the suggestion that was actually made by Governor San-
ford that cuts are being made, that people—that our local elected
officials are not being responsible I think is really one that cer-
tainly many of my local folks would take offense at because they
are making some very, very difficult decisions right now. They are
seeing a very direct hit in terms of careful budgeting, States and
local municipalities that have to balance their budget. We are see-
ing in Philadelphia, which has a $4 billion annual budget, they are
looking at upward of an almost $850 million shortfall over 5 years
and they are under a requirement to balance the budget every 5
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years. So, finding—I think they are looking to find $100 million in
the next 6 months when most of their spending, just as it is at the
Federal level, is not discretionary. So, the cuts are coming out of
42 percent of discretionary funding, $100 million in 6 months. Seri-
ous dollars that has a real effect on not only the people who are
working in the city but the people who are served by the city and
that is really all of us. I know that some of that is happening as
well in my suburban communities.

So, really what I want to ask about is the public infrastructure.
We have talked about our schools and in Philadelphia we have
gone through a serious rebuilding of our schools. They are old and
they can’t meet the technological needs for either the teachers or
the students, let alone security needs or some of the new theories
about schools, and we talked about early childhood. Some of the
schools couldn’t add early childhood because they simply didn’t
have the space or the facilities that are appropriate. So, if you
think about that, that was kind of stunning. But we have really
made some real progress on school construction.

The other area of public infrastructure that hasn’t been men-
tioned today that I wanted to get your comments on were police
and fire stations. We have been devastated in Philadelphia at the
loss of four police officers who have been killed in the line of fire
literally in Philadelphia, and when I visit not just the families but
the police officers in our police stations and our fire stations, there
literally is crumbling infrastructure. I mean it is old. It is—talk
about not green, it is deeply inefficient. We probably overheat these
buildings and they are losing dollars every day. So, I have—sort of
building on the Chairman’s notion for rebuilding schools and school
construction, use a short-term borrowing instrument that you re-
ferred to, the tax credit bonds, these are public-private partner-
ships. It is a way to use public dollars with a little bit of help from
the Federal Government in terms of repaying the interest; so there
is a stake at the Federal level. The local communities have to repay
the interest. So, this is not a grant. This is the way we are talking
about school construction—this is not—we are being very careful in
the spending. We are looking to bring in private investors. So, the
notion that we just ourselves at the Federal level are not being fis-
cally responsible is one that I want to also address.

I for one—I will talk for myself—I am very deeply concerned
about the fiscal irresponsibility of the last 8 years and our serious
interest in balancing our budget, and in doing so we want to look
at some of these more creative instruments, if we want to call it
that, to be able to bring in the private sector to work with the local
community and to help incentivize that through some dollars from
the Federal level.

I think this question is mostly to Mr. Firestine, but maybe Mr.
Mongan would want to respond to it as well. The use for tax credit
bonds for both school construction but potentially for public infra-
structure and, as I said, I have a bill to apply these to police and
fire facilities. Theoretically you could look at them also for recre-
ation centers, for parks, for other kinds of infrastructure, public in-
frastructure, that the private sector might well be interested in as
well. So, could you speak to specifically both the instrument and
potentially the flexibility or other infrastructure needs on the local
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level that we could really kick start very quickly through these
public-private partnerships?

Mr. FIRESTINE. Sure. I think tax credit bonds have proven to
be a good tool. I think there were challenges when they first came
out for QZABs, but certainly, and I know we have heard testimony
earlier about the value of them. I think it is a way clearly for you
to target the tax credit to a specific problem. The QZAB program,
for example, it focuses I believe just on reconstruction or rehabilita-
tion. Perhaps that is an area where it could be expanded to new
construction as an option. So, I think it is another tool in the tool
box. It is a good idea. My only concern would be that we j