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Mass Transit funding directly trades off with highway funding
Heymsfield, 11 (David Heymsfield, Former Staff Director of the House Committee on Transportation and Infrastructure, “Let the Games Begin”, National Journal, 2/22/11, RM)
Currently the Trust Fund covers most federal programs for highways, transit, motor carrier safety, and highway safety. The budget proposes adding a number of programs, most significantly Amtrak, high-speed rail, and an infrastructure fund. The proposal does not appear to contemplate anything approaching unlimited discretion for the Administration to allocate the fund’s revenues to different modes. Rather, the proposal appears to contemplate continuation of the current Trust Fund structure in which spending from the fund must be within the context of a specific program established by the fund such as the National Highway System program or the Urbanized Area Formula program for transit. Most of these programs are limited to one mode, and use formulas to determine how much of the funding goes to each State. Another feature of the current system is that the States are given some discretion to “flex” their formula funding from one program to another (including flexing some funds between highway and transit programs). In the existing structure there are only few programs in which the Administration has discretion to decide which mode will be funded. The budget proposes adding one new program in which there will be discretion to choose between modes, but it is only a small portion of the overall trust fund programs. Specifically, the Administration budget proposal contemplates giving the Administration discretion to decide which modes will be funded in a new Infrastructure Fund program. This program would be authorized at about $5 Billion a year in an overall program of more than $60 Billion. It is not clear whether the Administration will also propose that the States be given any discretion to “flex” rail funding to highways or transit, or to flex highway or transit funds to rail. Another major unknown is whether adding rail to the Trust Fund is likely to change the funding which rail, highway and transit would have received if the current system had been continued. Under the current system, overall funding for highways and transit is set at a level that falls within the revenues the Trust Fund will receive from the user fees supporting the fund. A number of factors go into the allocation of funds between highways and transit, including giving transit a “fair share” of total revenues, and having highways and transit grow at the same rate (or in today’s context, being reduced at the same rate). Under the existing system, rail is funded as part of a general transportation appropriation bill, based on general budget policies and the funding available for all transportation programs in the bill. Funding for rail is not tied to any particular revenue stream, or by the general relationship to funding for highways and transit. If rail is moved to the Trust Fund, its funding will be determined by the available revenues and decisions on how they should be allocated between highways, transit and rail. The effects of this change seem unpredictable until we know the level and composition of the fund’s revenues. Until recently the user fees supporting the fund have been adequate to cover growing highway and transit programs. This is no longer the case. The existing fees will not even cover existing programs, much less a new rail program. The Administration is opposed to increasing the current user fees. If the new revenues are not user fees and cannot be tied to any mode, we can expect major disputes on how the new revenues should be divided. It will be a zero sum game in which a dollar going to one mode will not be available for the other two. It’s anybody’s guess what the end result will be, and how it will compare to what would have occurred if rail was not moved to the Trust Fund. Finally, bringing new programs into the Trust Fund could leave the Fund more vulnerable to deficit reduction measures designed to cut Trust Fund spending below the revenues put into the fund. Since TEA-21 in 1998 the Trust Fund has been able to resist proposals to cut spending below revenues. Supporters of the fund have been able to argue convincingly that the fund’s revenues are contributed by users (mainly through the gasoline tax) and that the users are entitled to have the funds they contributed spent. Bringing rail into the fund will require new revenue sources for the fund, and as discussed these new funds are not likely to be user fees. If this occurs, the arguments for full spending of revenues will be weakened significantly. 

The auto industry is threatened by increased spending in mass transit systems
Bethel, 9 (Stephen Bethel, Director of Frazier Capital Valuatio; Masters in International Finance and European Business, “The Valuation of Auto & Recreational Vehicle Dealership Operations,” Chapter 2, Frazier Capital, 10/1/09, http://www.fraziercapital.com/books/auto/2.pdf, RM)
Second, rivalry between existing competitors involves such variables as the number of competitors, the relative strength of the competitors, the strength of their competitor’s relationship with car/truck distributors and manufacturers, the industry growth potential, the amount of fixed costs needed, service differences, and quality of cars available. Third, pressure from substitute products can hurt the auto industry. The auto industry faces competition not only from within, but also from other forms of transportation such as trains, subways, bicycles, metro transits and others. One needs to focus on substitute products and the minimum switching costs for potential customers, and high profit earning industries which can afford to reduce margins in order to broaden their market into the seller’s market. 
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