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Mr. Chairman and members of the subcommittee, thank you for 
the opportunity to testify today on the important subject of 
infrastructure banks.  I am presenting testimony today on behalf 
of the Institute for Transportation and Development Policy (ITDP).  
ITDP is a New York-based non-profit group that since 1985 has 
promoted environmentally sustainable and socially equitable 
transportation worldwide, working with city governments and local 
advocacy groups to implement projects that reduce poverty, 
pollution, and oil dependence.   
 
Support H.R. 2521. With appropriate safeguards, we support 
creation of a National Infrastructure Development Bank (NIDB), 
as proposed by H.R. 2521. This bill would help finance a diverse 
array of transportation investments, while giving weight to 
economic, environmental, and social benefits and costs of each 
project. This would provide a framework for long-term 
investments in transportation, water, energy, and other 
infrastructure. A NIDB would be able to maximize its 
effectiveness by bonding against the considerable anticipated 
future revenues from many such initiatives, while not requiring 
every initiative to be fully self-financing.  
 
This is a sensible approach that is being used in many other parts 
of the world to finance similar investments. This bill would 
facilitate increased use of public-private partnerships to finance 
infrastructure in America, as is commonplace in many other parts 
of the world, with assurance of appropriate public benefits. At a 
time when the fiscal capacity of America’s public sector is likely to 
be increasingly challenged to meet our future needs, this could 
provide vital support for maintenance, management, and 
development of our infrastructure systems. 
 



 

 

Support Administration’s Proposed National Infrastructure 
Innovation and Finance Fund (NIIFF). We also support the 
proposed National Infrastructure Innovation and Finance Fund 
(NIIFF), as proposed in the President’s FY 2011 U.S. Department 
of Transportation Budget, as it could provide a $4 billion down 
payment on the proposed $25 billion NIDB.  
 
If Congress were to advance either proposal this year, it would 
give a timely boost to job creation and to America’s long-term 
economic competitiveness. Both proposals offer opportunities to 
improve how we finance, invest in, and manage our 
transportation and infrastructure systems.  It is unclear how NIB 
would work in relation to existing agencies and programs, so a 
NIIFF could probably get underway more rapidly as it would work 
within an existing Executive agency. 
 
Ensure Strong Criteria for Investment Selection to Advance 
Sustainable Low-Carbon Transportation. As proposed by 
Congress and this Administration, we believe that the NIDB and 
NIIFF would likely be used to advance low-carbon sustainable 
transportation initiatives. But our support for these initiatives is 
predicated on the inclusion of strong criteria to ensure that they 
result in reduction of carbon emissions, support for smarter 
growth and public health, and use of smart tolling and traffic 
management strategies, as proposed in H.R. 2521.  
 
Ensure Open and Transparent Process. The selection process 
must have clear evaluation criteria and be open and transparent. 
The selection process for projects should be based at least in part 
on a holistic-benefit-cost analysis that seeks to consider 
externalities, such as induced traffic, climate, pollution, and public 
health and safety impacts. It should include consideration of 
reasonable alternatives to the proposed action, including 
operational and management strategies that might minimize 
adverse environmental impacts. A NIDB could encourage 
accountability by applying clear selection criteria, encouraging 
performance-based contracts as part of financed projects, and 
establishing a post-project financing outcome evaluation process.  
However, the experience of similar investment banks, such as the 
European Investment Bank, should be considered in this regard, 
as discussed further below. 
 
Authorize Bundling of Smaller Projects of a Similar or 
Related Nature into Larger Financing Initiatives Eligible for 
Financing.  There is reportedly $200 billion in private 
infrastructure investment funds in quest of good projects. But 



 

 

there are very few large-scale projects ready to go. A Senate 
proposal for an infrastructure bank, S. 1926, would set a $75 
million minimum threshold for project eligibility for financing. We 
support authorizing the bundling of similar smaller or related 
projects into a larger financing initiative, where such efforts will be 
of regional or national significance.  
 
For example, financing a single bicycle parking center with public 
rental bicycles and car-sharing services at a major transit center 
might cost $1 million and fall short of being regionally significant. 
But the provision of such integrated mobility service centers at 
100 major transit stops and activity centers throughout a 
metropolitan area at a cost of $500,000 each (with economies of 
scale) would be of regional significance in its impact on reducing 
traffic, pollution, carbon emissions, and improving public health 
and livability, while generating jobs and consumer travel cost 
savings and access benefits. It could be of national significance in 
demonstrating new, cost-effective, low-carbon sustainable 
transportation strategies that support economic development. A 
NIDB or NIIFF should help finance such activities. Companies like 
Mobis/Transportation Alternatives, based in Long Beach, CA, are 
actively seeking to develop such opportunities in America today 
and could, with access to more financing, create jobs and cut 
pollution and congestion. 
 
Support Planning, Feasibility, and Analytic Capacity Work to 
Identify High-Value Projects. The NIIFF is proposed to sponsor 
planning, feasibility, and analytic capacity work necessary to 
identify high-value projects around the country. It would 
encourage collaboration among non-Federal stakeholders 
including States, municipalities, and private investors, and also 
promote coordination with investments in other infrastructure 
sectors. These are appropriate and useful activities that should 
also be supported by a NIDB.  
 
If infrastructure banks or funds were to be used simply to build 
more toll roads faster, this would result in more traffic, sprawl, and 
pollution, undermining important national goals. Too much of 
America's infrastructure has already been developed based on 
the presumption of low oil prices, sprawl development, and car 
dependence. Today oil prices are likely to remain well above 
historic averages, our economy remains shaky, and there are 
increasing reasons for concern about both our dependence on 
imported oil and global climate change. These provide compelling 
reasons to focus urgently on improving the productivity and 
effectiveness of America's existing transportation, expanding 



 

 

travel choices and improving community livability.   
 
The most cost-effective transportation investments will not be to 
produce a lot more of the free, unmanaged and often congested 
roads America has in abundance. They will instead focus on 
smart traffic management strategies like bus rapid transit, 
intermodal freight systems, smart parking and road user charging, 
pay-as-you-drive insurance, congestion charging and road user 
fees on existing roads as they are renewed or expanded, rail 
system modernization and maintenance, smarter logistics and 
supply chain management, and real-time traveler information 
systems. These can help unlock the capacity that is lost when 
stop-and-go congestion slows traffic, robbing highways of up to 
half their productivity at times of peak demand.  
 
Focus on Diverse User Fee and Value Capture Revenues to 
Repay Infrastructure Loans. In addition to tolls or congestion 
charges, there is significant potential for greater use of revenue 
generators like transit-oriented development value capture, tax-
increment financing, urban improvement districts, and 
performance-contract-based public-private partnership operating 
concessions for parking, port facilities, public bike and car-
sharing, and other infrastructure and related services. A NIDB or 
NIIFF should be encouraged to promote wider use of such 
revenue mechanisms to replenish the bank’s capital through loan 
repayments over 30 year terms. 
 
Provide Soft Loans for Pre-Development Project Preparation 
Efforts. There is a need for investment in detailed and costly pre-
development work to establish project feasibility, advance 
environmental clearances, and undertake preliminary design. 
This is especially true for some of the more innovative initiatives 
that would invest in better management and operation of existing 
transportation systems. There are significant opportunities to 
unlock the value trapped in underperforming, often poorly 
managed public assets, such as congested roads, free or 
underpriced street-side parking spaces in areas lacking sufficient 
parking, and unreliable and slow bus operations. Pre-
development loans could help advance bus rapid transit system 
development, smart traffic management planning, and other 
innovations. 
 
A portion of the resources of a NIDB or NIIFF should be available 
to fund pre-development efforts for such projects and bundles of 
projects of national or regional significance on a soft-loan basis.  
These soft loans would be paid back on a subordinated basis if a 



 

 

project wins financing and is built, but they could be forgiven if a 
project fails to win financing.  
 
This approach could significantly boost the "deal flow" for private 
capital and for innovators in both the public and private sector 
that are looking for viable investments and ways of boosting 
transportation system asset performance and value. 
 
Learn from Experience With Other Regional Development 
Banks. The sponsors of H.R. 2521 have cited the European 
Investment Bank as a model for the NIDB. It may be useful for 
Congress to request a review by the U.S. Government 
Accountability Office (GAO) of lessons to be learned from that 
institution and other similar regional development banks, such as 
the Asian Development Bank and InterAmerican Development 
Bank. Reports from such independent watchdog groups as 
Bankwatch have pointed to both successes and failures of the 
EBRD and EIB in the area of transportation finance, raising 
issues about transparency, accountability to broader policies of 
the European Union, the EIB and EBRD, and adequacy of 
environmental safeguards.  
 
For example, one recent report (Pippa Gallop, Lost in 
Transportation: The European Investment Bank’s bias towards 
road and air transport, Bankwatch Network, March 2007, 
http://bankwatch.org/documents/lost_in_transport.pdf) noted,  
 

The vast sums (EUR 112 billion between 1996 and 2005, and almost 
EUR 15 billion in 2005 alone) invested by the EIB on the transport sector 
in the last decade have not helped to deliver the EU White Paper on 
Transportʼs goals of modal shift and decoupling of transport from growth, 
nor have they contributed to the halting of climate change. On the 
contrary, with its ongoing heavy investments in aviation, new roads and 
car manufacturing the EIB is supporting the status quo by increasing 
environmentally unfriendly transport modes and is fueling rather than 
cooling climate change. 
 
As an EU institution with huge financial potential the EIB could be a key 
source supporting true environmental revolution in European transport 
development. With the simple ability to accept or reject a project that 
comes before it, the EIB has hugely significant power to define the 
economic, environmental and social landscape across Europe and 
elsewhere. Yet, as this report shows, this power is currently confined to 
responding to its clientsʼ demands rather than to the long term 
challenges facing Europe and the rest of the world. 

 
A similar set of challenges, driven by the tension between client 
demands and larger institutional and national policies, can be 
observed in the ADB and IDB. It is worth noting that both ADB 



 

 

and IDB are advancing Regional Environmentally Sustainable 
Transportation initiatives. These are focused on reforming their 
approach to transportation project identification, selection, and 
evaluation. They will help both Banks reduce their carbon 
footprint and shift their investment portfolio more into sustainable 
low-carbon transport strategies.  The Appendix contains some 
added information about these institutions. 
 
We believe that America should learn from these organizations as 
it moves toward establishing any similar institutions. One benefit 
of the NIIFF approach over the NIDB would be the simplicity of 
working with an established institution, the U.S. Department of 
Transportation, and its existing policies regarding public access 
and environmental accountability. Would a new NIDB, staffed by 
people lent from other federal agencies, with a new set of rules, 
be more or less open and accountable? It is an open question. 
 
Repair and Adapt America’s Water and Energy 
Infrastructure. One benefit the NIDB would provide over a NIIFF 
would be its authority to provide important low-cost financing to 
help governments and authorities maintain and renew America’s 
water and sewer systems. Many of these were built many 
decades ago, are breaking down, and need renewal to ensure a 
healthy water supply and clean rivers, lakes, and estuaries. 
Similarly, the NIDB would be authorized to help finance 
adaptation of America’s energy distribution infrastructure which is 
increasingly ill-suited to take advantage of recent advances in 
renewable energy technology, such as wind, solar, and 
distributed generation. Such advances could unlock vital new 
secure domestic energy supplies that do not pollute the 
atmosphere or contribute to the problem of global climate change 
and build a foundation for new global industries for the 21st 
century. How would the NIDB sort out priority setting between 
these competing infrastructure categories? It is not clear. 
 
Reform Federal Transportation Financing and Spending. 
While an infrastructure bank or fund could be helpful, more 
fundamental reforms of U.S. transportation policy are urgently 
needed. Today, America’s transportation financing system is 
largely based on a fixed, cents-per-gallon gasoline excise tax, 
deposited into the Highway Trust Fund. This system increasingly 
fails to produce sufficient revenue to maintain and improve the 
operation of our transportation systems. It should be replaced 
over time with a system of time, distance, emission, and weight 
based road user charges.  
 



 

 

Moreover, the allocation of Highway Trust Fund revenue to 
transportation projects through formula grants to the states and 
Congressional earmarks fails to ensure wise investment of 
resources. A more performance-based system of transportation 
funding is needed, building on the experience of the Urban 
Mobility Partnerships Grant program of a few years ago and the 
TIGER grants program of today. 
 
With the expiration of SAFETEA-LU in September 2009, it is time 
for Congress to authorize a new long-term transportation law that 
better aligns how funds are raised with larger system 
management goals and that better assures that federal 
transportation funds reward cities and states that manage their 
transportation systems to meet national system performance 
goals. Proposals towards these ends have been advanced in 
Congress, but political challenges stand in the way of achieving 
this needed progress, as a reauthorization will depend on 
bipartisan agreement about how to find additional financial 
resources for transportation investment.  
 
Begin the Process of Reform with the NIIFF.  Political reality 
may well block action to win broader transportation legislation 
reforming how federal transportation programs are funded and 
authorized. In this case, support for the NIIFF may represent a 
vital and pragmatic way to address the most pressing issues by 
supporting new grants, loans, or a blend of both targeting 
transportation and transportation-related projects that provide a 
significant economic benefit to the Nation or a region. We would 
urge that Congress take at least this modest step forward in 
2010.  
 
Thank you for your attention. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

APPENDIX:  
 
National Infrastructure Development Bank Act Summary  
 
H.R. 2521 The National Infrastructure Development Bank Act, 
introduced by Rep. Rosa DeLauro with 43 co-sponsors would 
create a government-owned corporation to finance long-term 
investments to invest in transportation, environmental, energy 
and telecommunications infrastructure projects. The Bank Board 
would have the authority to, issue 30+ year federal bonds and 
provide direct subsidies to infrastructure projects from the 
proceeds; make loans and offer loan guarantees; and purchase 
and sell infrastructure-related loans and securities. It would 
leverage private dollars to invest in a U.S. infrastructure market.   
 
The Bank would objectively consider the economic, 
environmental, social benefits and costs of infrastructure projects, 
as well as other specific criteria, and fund projects of national 
significance. The Bank would provide investment opportunities 
that would supplement current federal programs creating jobs, 
spurring economic growth and rebuilding an infrastructure system 
for the 21st century.   
 
The Bank would be capitalized with authorized appropriations of 
$5 billion a year for 5 years for the Treasury Secretary to 
purchase shares in the Bank and an additional $225 billion 
available at the call of the Treasury Secretary if needed to meet 
Bank obligations.  With a 2.5:1 leverage authority, the Bank could 
provide up to $625 billion toward infrastructure projects through 
bond issuance.    
 
Brief Overview of International Development Banks 
 
European Investment Bank (EIB) 
 
The EIB is the house bank of the EU. The EIB has a Board of 
Governors - usually the Finance Ministers of the Member States. 
The Board of Directors consists of 28 members representing 
each Member State and the European Commission. There are 16 
Alternates, and some of these positions are shared by groupings 
of States. The Board also has the right to co-opt a maximum of 6 
experts (3 Directors and 3 Alternates), who will participate in the 
Board meetings in an advisory capacity, without voting rights. A 
Management Committee consists of the President of the EIB and 
8 Vice Presidents. Finally, the Audit Committee has 3 members 
and 3 observers appointed by the Board of Governors. 



 

 

 
Over half of the EIB’s transport investments worldwide have gone 
to roads and air transport projects. The EIB does not scrutinize 
environmentally and socially unsustainable projects—it uses 
general objectives in its lending practices partly because it lacks 
the capacity to assess the environmental impacts of its transport 
projects. EIB couples transport growth to GDP as an indicator for 
project success. Projects that are selected to receive funding are 
those for which adequate funding would otherwise be 
unavailable. Since the EIB is a non-profit, it charges a very low 
interest rate, mainly to cover its costs of administration. It offers 
repayment periods up to 30 years. The EIB charges low or no-
commitment fees. 
 
The bank does not exclude underperforming private companies 
from participating in PPP arrangements in which excess profits go 
to the private sector while the public gets bad value on its money. 
One of the main criteria for appraising a project is that it will 
contribute to an increase in economic productivity in general – a 
very broad objective.  The EIB must follow EU policy, which is in 
itself contradictory, so the result is that EIB can more or less 
finance anything.  They measure success by the number of 
projects that are funded, rather than the quality of projects 
supported. For example, the Trans-European Transport Network 
(TEN-T) is framework element in EU policy so any project 
contributing to TEN-T, although it may be counter to EU climate 
policy, would be favorably considered for funding by EIB. 
 
The EIB’s source of capital comes from EU member states which 
funnel public money to the bank, however the bank doesn’t have 
a rigorous evaluation protocol of how funded projects fulfill EU 
policy objectives.  The EIB’s lending history has mainly been 
client-driven rather than taking a balanced evaluation approach 
that considers EU policies. Over-estimated travel demand 
forecasts have resulted in private partners in PPPs being unable 
to recoup construction costs from demand-based fees on some 
projects.   
 
European Bank for Reconstruction and Development (EBRD) 
 
The EBRD is owned by 61 countries and two international 
institutions with the mission to promote private enterprise and a 
transition to a market economy in 30 countries from central 
Europe and central Asia. EBRD usually does not support projects 
that factor in low-carbon, socially just economies—the main goal 
of its activities is to finance private projects. The EBRD typically 



 

 

funds up to 35 per cent of the total project cost for a greenfield 
project or 35% of the long-term capitalization of the project 
company. Project sponsors are required to provide significant 
equity contributions, which must equal or be greater than the 
EBRD’s investment. 
 
EBRD emphasizes sound banking principles and requires 
projects to be financially sustainable. The bank supports more 
full-cost recovery projects and tries to support projects that are 
more economically viable.  This has led it to focuses especially on 
supporting concession motorways. Demand forecasting for such 
motorways often leads to overly confident estimates that are used 
to justify project investments. As a result, there have been 
instances when concession companies have gone bankrupt and 
no other companies wanted to get involved in the toll road 
management. The EBRD has mostly been quite client-driven in 
its project selection and financing. 
 
Asian Development Bank (ADB) 
 
The ADB was established in 1966 with the goal of reducing 
poverty and improving the quality of life of cities in the Asia-
Pacific region. The Board of Governors is the highest policy 
making body within the ADB, which has one representative from 
each member state. The 12-member Board of Directors and their 
deputy are elected from amongst the Board of Governors. Four of 
the 12 members come from non-regional members, while the rest 
are Asia-Pacific representatives. The Board of Governors elect 
the ADB’s President, who serves a 5-year term with the possibility 
of being re-elected and also acts as the chairperson on the Board 
of Directors. The President is usually Japanese. 
 
ADB uses a performance-based allocation (PBA) system to 
assure that potential projects are evaluated fairly among 
competing needs. The ADB seeks to direct resources where they 
will be used most effectively to support its goals, which focus on 
economic development. ADB makes numerical performance 
ratings publicly available in an annual report on country 
performance assessments. The guidelines for country policy and 
institutional assessments are also made publicly available. 

Social impacts of projects are evaluated, considering distribution 
of direct and indirect economic costs and benefits. ADB has 
adopted various policies and conditions on resettlement and the 
protection of indigenous peoples’ interests. A stakeholder 
analysis and poverty reduction assessment that reflects the size 



 

 

and character of the project area is undertaken. The bank may 
provide preparatory technical assistance grants to assess the 
feasibility of projects. This step allows the ADB to flag those 
projects that would significantly benefit or adversely impact 
communities. Projects are scrutinized on the basis of whether 
they will require resettlement of people or have huge 
environmental costs.  

Expressways and rural roads accounted for 54% and 29% 
respectively of ADB’s loans from 2000-2009, while railways 
accounted for 16% of loans and urban projects only 1.5%. 
However, ADB has announced it will be shifting its future portfolio 
more towards urban and low-carbon sustainable transport. 

The ADB recently adopted a policy requiring evaluation of 
greenhouse gas impacts of major projects and is evaluating the 
carbon footprint of its activities over the past decade and 
considering how it might better appraise such impacts in the 
future. The ADB is developing an Environmentally Sustainable 
Transport Strategy to guide its future operations and lending.  

Inter-American Development Bank (IDB) 

The IDB was started in 1959 to lend money to governments and 
government agencies in Latin America and the Caribbean to 
support economic and social development. The bank is governed 
by a Board of Governors, a 48-member body who regularly meets 
once a year. The IDB makes loans to the governments of its 
borrowing member countries at standard commercial rates of 
interest, and has preferred creditor status, meaning that 
borrowers will repay loans to the IDB before repaying other 
obligations to other lenders such as commercial banks. 

The funds that the IDB lends are raised by selling bonds to 
institutional investors at standard commercial rates of interest. 
The bonds are backed by the money actually paid by the bank's 
47 member countries, plus the sum of the money pledged by the 
bank's 22 non-borrowing member countries.  

The IDB, like ADB, has in the past favored road transport 
development. However, like ADB, it is advancing an 
Environmentally Sustainable Transport Strategy for its region, 
seeking to move more ambitiously into urban transport and low-
carbon project finance and development.  

*   *   * 


