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Despite its significance and frequent mentioning in the literature, the
relationship between roac"l investment and economic development has never
been clearly understood. A significant number of scholars in this field have
always emphasized the need for further research to examine this complex and
dynamic relationship. |

Historically, investment in transportation networks has played a great
role in the development of cities, regions, and nations. This positive view is
attributed to the indisper‘lsable role that water transportation, and then rail
transport, played in the e;arly development of Europe and the United States.
In recent years, many scﬂ.olars, as well as policy makers, have disputed that
investment in transporta‘tion,i and in particular roads, in the regions of a
highly developed country" like the United States will have a great impact on
economic development. |

This disagreement and speculation about the role of transportation
investment, especially roads which constitute a large portion of the
transportation network, o‘n economic development has made justification for
roads funding difficult. ‘This\ is coupled with the recent decline in federal
funding for many civilian programs, and in particular, regional economic
development program,‘ that include investment in road systems.
Furthermore, rising construction and maintenance costs for major highway
systems have substantiall‘y out-paced the current funding levels. As a result
of the shortage of roads funding and the lack of federal support, individual
states have started to ta‘.ke on more responsibility for keeping their road

I
network intact. In almost all the states in the nation, and Oregon is no
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exception, the state Departments of Transportation have started to use
economic development as a criterion for roads funding.

Therefore, it is the objective of this dissertation to examine the
longitudinal impact of the various types of roads investments on economic
development in Oregon in order to better understand this dynamic
relationship. Total road expenditures, capital expenditures in the three types
of roads (primary, secondary, and local), total maintenance expenditures, and
maintenance expenditures in the three types of roads are used as a measure of
road investments. Total employment to growth and employment to growth
in manufacturing and service sectors are used as a measure of economic
development.

In order to achieve the above objective, the Granger Causality test aé
different level of aggregation is used to examine this relationship. First, the
state as a single aggregate unit is used to examine the effect of the various
road investments on the three employment to growth sectors. Second,
different spatial groupings, such as Portland Metropolitan Counties vs. the
rest of the state Counties, Urban Counties, vs. Rural Counties, Interstate
Counties vs. Non-Interstate Counties, Coastal Counties vs. Non-Coastal
Counties, and the Department of Transportation’s five designated regions are
used to examine this relationship. Finally, the county level as a single
disaggregate unit is also used.

The results highlighted the complexity of the relationship between
road investments and economic development. The nature of this
relationship varies from one region to another, and mainly depends on the

level of aggregation in determining the direction of this relationship. At the
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aggregate level, the state as cne geographic unit, the various road
investments have a positive impact on the employment to growth in this
region. In particular, total road expenditure and capital expenditure on
primary and secondary roads have a one-way directional relationship runs
from the various road expenditures to employment to growth, and the effect
of this investment is long-term. This analysis also indicates that the different
spatial groupings have demonstrated different relationships. Nevertheless,
the general pattern for most spatial groupings tends to suggest either a one-
way directional relationship runs from the various road expenditures to
employment to growth or a bi-directional relationship. No findings support
the hypothesis that employment to growth in the three economic sectors
causes road expenditures, with the exception of very few cases, especially at
the lower end of the analysis at the county level, where the results are highly
discrepant and mixed.

In addition, this research indicates that the time-lag effect measured by
lag-length and accumulative lag effect changes as the level of aggregation
changes. However, the general pattern seems to indicate that total road
expenditures and capital expenditures for the three types of roads, particularly
primary and secondary roads, have a long-term effect on employment to
growth. Also, the relative magnitude effect of total road expenditures and
capital expenditures on primary and secondary roads is greater on the
employment to growth than is the comparable effect of maintenance
expenditures in most spatial groupings. Furthermore, the effect of the

various road expenditures on the type of employment (manufacturing and
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service) depends greatly on the level of aggregation and the type of road
investment.

Finally, this study provides public policy makers, transportation
planners, and regional economic developers a better understanding of the
complex relationship between road investment and economic development.
A better understanding of this highly complex and dynamic relationship can
guide decision makers to best utilize their limited resources. In addition, this
research offers insight into the theories and works in the field of

transportation and economic development.
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CHAPTERI

INTRODUCTION

The relationship between transportation investment and economic
development has been frequently documented (Zwick, 1963). Historically,
transportation has played a major role in the development of countries,
regions, and cities. From his earliest days, man has been dependent on
transportation for movement from one point to another. This dependence
has forced him to invest substantially in transportation facilities.

In the early‘development of the U.S., water transportation was the
dominant mode of travel. Economic and industrial activities developed
around seaports and along sea-lanes. Later, in the 1800s and early 1900s,
railroads came to play a more substantial role in the developmental process of
the country (Barloon, 1965; Zwick, 1963).

In a highly developed country such as the United States, highway
systems have become the most common mode of transporting people and
goods withiﬁ as well as between regions (Small, 1983; Preston, 1973). The
great importance of highways as the most common form of communication
and travel led Congress in 1940 to propose a national network of four-lane
highways. However, at that time, Congress was concerned that a freeway
system would not generate a return on its investment.

Eisenhower, upon becoming president, argued convincingly that
federally built freeways were an economic as well as a military necessity. Cn

June 29, 1956, the National System of Interstate and Defense Highways Act
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was signed into law. This law authorized the expenditure of more than $40
billion for the construction of 41,‘,000 miles .of an integrated highway network
(Altshuter, 1981; Dickinson, 1964).

The financing of this hugLe project relied heavily on a three-cent-per-
gallon gasoline tax and on trucki. and bus levies proposed by Congress. The
cost of the new system was to b;e paid on a matching basis, with the federal
government covering 90 percent" of the construction cost and the individual
states the remaining 10 percent,‘, as well as 100 percent of the maintenance
(Preston, 1973; Rao and Larson, 1982).

Historically, scholars i"n the field of regional economics and
development have frequently c‘amphasized the importance of the physical
infrastructure in regional develbpment. Transportation planners also have
argued that investment in tra;nsportation infrastructure represents a key
component of a region's econor‘nic potential Straszheim (1972) pointed out
the dominant role of transporta“.tion investment in the classic theory of firm
and household location, as well‘as in the theory of interregional comparative
advantage and trade. The historic importance that transportation had in the
past has led many regional | economists and planners to explore the
possibilities of highway investment as a tool for regional development. It is
also important to point out tflat direct or indirect decisions that involve

transportation investment provide a practical means for implementing

regional economic development.



THE GENERAL SCOPE OF THE PROBLEM |
\

In recent years federal funding for many civilian programs, and in
particular for regional economic‘ development programs that include
investment in highway systems, has declined drastically. Rising construction
and maintenance costs for major highway systems have substantially
outpaced the current funding lev;el. There|is general agreement among
transportation planners, policy matkers, and' regional developers that the
traditional sources of highway fu:‘nding might not be sufficient to meet
funding needs in the future (Schoppe::rt and Herald, 1983).

Fox and Smith (1990) noted tfhat public expenditure has slowed in the
past 25 years. Most of the decline is greatly noticed in the most important

sector, i.e., highways. In their conclusion they pointed out that:

While most other major spending categories — health and hospitals,
sewerage, and water — have maintained their share of total
infrastructure spending, the share accounted for by highways has
de‘:clined from 57 percent in 1964 to 39 percent in 1987 (p.51).
|
Figure'1 illustrates spending in the different economic sectors.

Higbways 57%

Highways 39%

Health and
hospitals 4%

Sewerage 10%

Figure 1. Share of highway spending in relation to other
categories. Source: Fox and Smith, 1990,/P. 54.
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As a result of the shortage of highway funding and the lack of federal
support, individual states have started to take on more responsibility for
keeping their road networks intact. In almost all of the states in the Nation,
the state departments of transportation have started to use economic
development as a criterion for highway funding.

However, the great disagreement and speculation about the rolei of
highway investment for economic development have made justification for
highway funding difficult. Scholars such as Colwell (1963), Dodge(1965) and
others have indicated that transportation investment has been a major
stimulus for economic development. They further contend that this
investment has shaped the pattern of development in this country. Others
have argued that transportation investment can have not only a positive
effect, but also a negative and a permissive effect {(Gauthier, 1970; Wilson, et
al. 1966). Gauthier (1970) and Wilson, et al. (1966), also indicate that a
negative effect can occur whenever investment in transportation reduces the
potential growth in activities which are directly productive, while the
permissive effect occurs because transportation investment alone will not
lead to economic development.

The evidence is clear that the impact of highway investment|on
regional economic development is still debated and further research is highly

needed. This conclusion is clearly stated by Isserman, et al. (1989): \

However, in no instance has the case been convincingly made that
feasible alterations in the transportation system in the United States
have the potential to markedly affect regional i development. . .. The -
interaction of transportation and economic development requires |
much additional research (p.1).



THE OBJECTIVE OF THE STUDY
\

The primary objective of this dissertation is to examine the
longitudinal impact of various types of road investments on economic
development in Oregon l‘n order to better understand this dynamic
relationship. Beneath this k‘)road statement of intent are three more specific
goals. First, a current examination of the dynamic relationship between road
investments and economic Jievelopment should fill a void in transportation
and economic development‘literzature. Second, any conclusion generated by
this analysis could be util‘.ized. as a planning tool when no current clear

guideline on this phenomenon is available. Finally, a set of research

questions put forth as concéptual targets would strengthen the empirical and

theoretical aspects of this reiatiohship.

Such a study will be‘sign“ificant because it could possibly help public
policy makers and transportation planners understand the complexity of the
relationship between road ‘investment and economic development. It will
also enhance their abilities to best utilize their limited resources. In addition,
this research will offer adeitio:nal insight into the theories and empirical

|
works in the field of transportation and economic development.
|

ORGANIZATION OF THE STUDY

The remaining chapters are organized as follows: Chapter II presents a
brief discussion of the (lieba\te over the causal relationship between
transportation investment and economic development. This is followed by a
discussion of the theoreticaTl perspective, and then a review of the empirical

works on transportation investment and its impact on regional economic
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development. A conclusion of the literature review follows, and several key
issues are raised.

Chapter III presents a description of highway systems and economic
development in Ofegon. Included in this chapter is a discussion about the
development of the highway network and its impact on economic
development in Oregon.

Chapter IV presents the methodology used for the analysis in this
study. Included in this chapter are the research questions, the research design
and models, and the data sources.

Chapter V presents the empirical analysis. Included in this chapter are
a discussion of the relationship between road investment and economics at a
different level of spatial aggregation, the major research finding, and a formal
summary conclusion.

Chapter VI presents the conclusion of discussions of major research

findings and their implications.



CHAPTER I
REVIEW OF THE LITERATURE

THEORETICAL PERSPECTIVES ON THE EFFECTS OF HIGHWAY
INVESTMENT ON ECONOMIC DEVELOPMENT

This chapter will present the theoretical perspectives that affect the
relationship between highway investment and economic development. First
and foremost, the issue of cause and effect in the relationship between
highway investment and economic development will be addressed. Second,
the effect of road investments on the nation's economy will be explored.
Third, the historical role of transportation investment in the development
process will be discussed. Fourth, more recent views regarding transportation
investment and its impact on economic development, and the resulting
policy implications, will be addressed. Fifth, the previous empirical works in

the field are discussed, followed by a summary of the literature review.
THE CAUSALITY CONCEPT

As previously stated,the interrelationship between transportation
investment and economic development is complex and very hotly debated in
the transportation and economic development literature. Previous
theoretical as well as empirical works have had different views regarding the
issue of cause and effect and the direction of the relationship between

transportation investment and economic development.



Transportation Investment is a Cause of Economic Development
Some scholars in this field, such as Colwell (1963), argue not only that

transportation investment has a major effect on a region's economic
development, but that this relationship is very direct. Colwell argues that
small settlements gave way to small towns and small towns to cities, with
growth patterns changing and population dispersing all over the region as a
result of advancements in transportation technology. \

The precise nature of the relationship between transportation
investment and economic development is not always clear in the literature,
but Dodge (1965) contends that the development of transportation technology
accelerated advancement during the Industrial Revolution and that this in
turn greatly contributed to economic development in this country.

Wilson, et al. (1966), in his study of the effects of highway investment
in some developing countries, found that in countries such as Bolivia,
Guatemala, and India, road buildup initiated development that would not
have occurred otherwise. In the cases of Thailand, Peru, and El Salvador,
highway buildup was more of a response to development that was already
underway in these regions. Even in these areas, though, highway investment
facilitated dynamism and further enhanced economic development. Hunter
(1965) found a close link between low-cost transportation and industrial

development in the two communist giants, China and the Soviet Union.

Economic Development is a Cause of Transportation Investment

Other scholars argue that economic development and the demand for
transportation were the real causes behind transportation: investment, rather
than the other way around. Barloon (1965) contends that changes in

industrial structure and in locational needs have dictated the structure of
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\

transportation; in other words, transportation investment was a response to

|
the shipping and locational needs of the various industries in the region. |

Cootner (1963), in his study of the role of railroads in the development

|
of this country, indicated that railroads have followed development rather

than the other way around. Some scholars argue that in a developed couni':rfy

like the U.S., the relationship between transportation investment and

|
economic development has been reversed and that the transportation

|
network in this country has reached a stage of maturity (Zwick, 1963). [In

|
essence, any further investment in transportation networks may not lead! to

I
further economic development.

Simultaneous Relationship

The final point regarding the issue of causality is that it runs both ways
and each factor reinforces the other. In essence, transportation inve-stmer‘lt
will cause development in a region, but as the region develops, mor‘e
transportation investment will be needed (Payne-Maxie, 1980; Straszheim,
1972). Payne-Maxie points out that highway investment has a lesser effect
than it once had on overall mobility and locational decisions. However, once
a region develops, investment in roads will be necessary in order for the
region to keep up with the mechanism of development. Small (1983) add‘ls
that development in this country has dominated travel patterns. As t]hi‘is

|
transportation network has developed, it has determined the location| of

households and firms, which in turn affects a region's development. B
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THE EFFECT OF ROAD INVESTMENTS ON THE NATION'S ECONOMY

Aggregate Level

The effect of transportation investment, particularly the effect of road
investments on the nation's economy and development, is highlighted in
this section. Smith (1967) sums up the impact of road investments on GNP
growth throughout the 1958-1965 period. He contends that transportation's
share of GNP growth at this period is approximately 20 percent, if not greater.
Of this 20 percent, road investment accounted for about 83 percent. In other
words, road investment's share of the GNP is approximately 17 percent. In a
report published by the U.S. Department of Transportation (1980) clearly
stated that the national economy will operate more efficiently with an
improved, highly integrated highway network

In another study, Wheat (1969) indicates that at the national level, as
well as the regional level, freeway cities grew faster than non-freeway cities,
and the impact of freeways on employment, especially manufacturing
employment growth, is substantial.

The positive impact of transportation investment on the nation’s
economic development makes spending on public works programs such as
roads favorable. Based on this argument additional infrastructure
investment is highly recommended to sustain and/or increase the level of
economic development in this country. This conclusion is based on a top-
down approach in analyzing this relationship. In other words, this approach
emphasizes the usage of aggregate economic relationships such as the nation
as a whole, or a region as one unit, to set desired infrastructure investment

levels.
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Disaggregate Level

Aschauer (1990) and Montgomery, Deich, and Pinkston (1989) argued
against the aggregate approach. They point out the difficulties in using
aggregate economic relationships as a precise guide for infrastructure
spending. Their criticism was based on the fact that this approach gives no
indication of the extent to which current infrastructure programs could be
more efficient, besides the fact that it creates the wrong political incentives.
Their arguments were that the bottom-up, or the disaggregate, approach is
more appropriate in setting up infrastructure spending targets. Such an
approach would evaluate separately the desirability of individual projects (or
classes of projects) much more efficiently.

The fact of the matter is that the level of aggregation is very important
in determining the efficiency and directionality of this relationship.
Straszheim (1972) emphasized this point very strongly and pointed out the
significance of the level of aggregation on this dynamic relationship. He
concluded that road investment tends to lead to or cause economic
development at the disaggregate level of the analysis, such as the county level
or project level. On the other hand, when counties are grouped, the direction
of the causal relationships tends to run both ways. Further more, Eberts
(1991) clearly pointed out that the unit of analysis is the most important
determining factor in studying the linkage between transportation

investment and local economic development.
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THE TRADITIONAL VIEW OF TRANSPORTATION AND
ITS IMPACT ON ECONOMIC DEVELOPMENT

Transportation Investment is a Tool to Economic Development

T?here is a general agreement among scholars regarding the common
historical view of transportation investment as an essential element in any
region's‘ development. Mohring and Harwitz (1962) indicate that a highway's
impact on an economy will be greater than that of, say, a steel mill.

T:his strong positive view of the impact of highway investment on
economic development is attributed to the indispensable role that water
transportation, and then rail transport, played in the early development and
success‘ of the Industrial Revolution in Europe and in the United States
(Dodgson, 1974; Hart, 1983). Gauthier (1970) stresses the prominent historic
role of:’ transportation investment in the development process, and
particuljarlyiwin this country (Colwell, 1963).

Scholars such as Gauthier (1970) and others contend that transportation
investrr‘lent:is a prerequisite for economic development. Forkenbrock and
Plazak ‘(1986) point out that accessibility is critical to any region's economic
development. Rostow, in his study of the stages of economic growth (1964),
identifies the railroads as the most critical investment in this country's early
develop‘)ment. Hunter (1965) points to the clear relationship between low-cost
transpdrtation and economic development, and he attributes the early success
of the ‘Industrial Revolution to advances in transportation technology.
Throughout history, the developmental process of cities has been dependent
on transportation, and changes in transportation technology have changed

\
the pattern and distribution of cities. Early railroad buildup resulted in

railroad cities and, more recently, the development of highway systems has
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resulted in a more even distribution of cities (Harris and Ullman, 1945).
Wilson, et al. (1966) traces the historical view of transportation
investment back to Adam Smith's famous thesis that the division of labor is
limited by the extent of the market, but Wilson adds that the extent of the
market is limited by the transportation technology. Wilson also indicates that
transportation investment will lead to the division of labor, that this labor
division will extend the market and consequently raise productivity, and that

the productivity increase will in turn enhance economic development.

Transportation and Location Theory

The other traditional theoretical view is that low-cost transportation
was a primary determining factor in industrial location. Among all the other
factors industries consider when locating to a certain region, transportation
cost is the most important, since it lowers shipment costs and reduces the
time and resources required to move input into and output out of the area
(Kuehn and West, 1971). Any changes in this service can result in expansion
or contraction of industry in the region (Wilson, et al. 1966).

Smith (1971) considers transportation investment as the single most
important element in plant location. This vital role of transportation
investment, and in particular low-cost transportation, can be traced back to
the early works of Frederich and Weber (1929). Dodgson (1974) indicates that
low-cost transportation has traditionally been emphasized in location theory.
Indeed, it was a major determinant, and regions with lower transportation
costs have a relative advantage and hence a better chance of economic
development.

Traditionally, the choice of a plant location is determined by

transportation costs as a function of distance. This is well documented in the
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early classic location theories of Isard (1956), and others. Dodgson (1974)
indicates that the low-cost transportation which has been emphasized in the
conventional location theory has a great impact on the pattern and
distribution of activities in space. Kuehn and West (1971) add that the recent
interest of economic theorists in highway investment as a tool of economic
development is not of recent origin, since it can be traced back to the early
classic location theories. There is a strong relationship between beltways and
industrial development, and accessibility has resulted in greater industrial
dispersal (Payne-Maxie, 1980). Also, transportation investment affects
household and firm location, thereby affecting regional development (Small,

1983; Straszheim, 1972).

THE CONTEMPORARY VIEW

Recent Controversial View of Transportation Investment

Recent theoretical views of transportation investment in a developed
economy, such as that of the United States, have changed. Many believe that
transportation investment will have a lesser effect than it once had and that
transportation network has reached the stage of maturity (Eagle and
Stephanedes,1987; Zwick 1963). Also, there is a general agreement that the
impacts of transportation investment on the region will change over time,
and that recently the impacts of transportation investment on the U.S.
economy have become more subtle (Straszheim, 1972).

This recent change in the view of transportation investment may be
attributed to the general shift in the economy from raw materials-oriented
industries to more highly valued goods-and-services-oriented industries,

which are less dependent on transportation (Zwick, 1963; Straszheim, 1972).
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Also, other factors such as the shift from a lower grade to a higher grade of
godds, the changes in production technology which reduce requirements for
raV\‘r materials,'and the shift to newly developed and highly processed goods

have all lessened the role of transportation (Barloon, 1965; Heilbrun, 1981).
|

Transportation Investment Benefits

Transportation investment benefits are enormous on economic

development. | Highway investment has a dramatic effect on the functioning

of the economy and, more broadly, on the society as a whole (Mohring and
Ha:‘rwitz, 1962). Forkenbrock and Plazak (1986) icontend that rich and well-
maz‘intained transportation networks provide a high degree of accessibility to
ma"rkets, resources, and goods and that accessibility has proven to be critical to
an)L region's development. It is also stated that transportation investment is
an  essential element of capital formation and leads to more capital
investment inithe region (Gauthier, 1970; Hawkins, 1962; Hart, 1983; Cole,
1968). | |

Cole (1968) adds that improved transportation reduces the costs of
movement, thus releasing working capital ' that can be used more
prc‘)ductively as fixed capital elsewhere in the economy, resulting in greater
ecé»nomic development. integrated transchrtation networks have provided
saf‘e, cheap, speedy, and more dependablé travel(Zwick, 1963; Kuehn and
Wést, 1971). Harris (1974) indicate that cons'ltruction of new highways reduces
tru}cking costs and thus stimulates interregional shipments. This cost
reduction may cause industries to reloca}e from one region to another.

| .
Highway investment also reduces transportation costs, makes land more
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accessible, increases the value of property adjacent to the highway, and
encourages industrial and commercial activities in the neighboring areas
(Mohring and Harwitz, 1962).

Amano and Fujita (1970) contend that improving the transportation
system reduces transportation costs and time for passenger and commodity
movement, thus increasing the system's total capacity. In a report to the U.S.
Department of Transportation, Curtis C. Harris Associates (1976) summarized
the economic benefits of highways as follows: First, the local economy will
benefit from the large construction expenditure, which they suggest will
create more employment and income in the region with a multiplier effect as
it is spent in the region. Second, improvement and/or expansion of road
networks result in a reduction of interregional transportation costs, thus
inducing industries to relocate from one region to another. Third, well-
maintained highway networks reduce traffic congestion, therefore making
the region more attractive for both goods and people.

In addition, Grossman and Levin (1963) and Payne-Maxie (1980) have
pointed out that highly integrated highway networks will improve the
competitive advantage of a region. Yet, not all regions will share the same
positive economic gains from transportation investment (U.S. Department of
Transportation, 1980).

The external effects of highway investment lead to changes in the
production of goods, which result in increased production capability in the
region (Brown, et al. 1972). Barloon (1965) and Cameron (1971) summarized

the direct benefit of highway investment on the users of the
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system as follows: reduction in cuerating costs, reduction in time costs,
reduction in accident costs, and reduction in the strains and discomforts of
driving.

In urban areas, highway investment can provide better property access,
reduce urban congestion, and enhance urban efficiency (Pyers, Cichy, and
Stein, 1979). It also encourages mobility, thus leading to a greater

decentralization of population, services, and industries (Dickinson, 1964).

Transportation Investment in Third World Regions and Remote Regions of
the Developed World

Transportation investment is still vital in third-world regions and in
regions that lack accessibility in highly developed countries. In areas where
development potential is still high, transportation investment is evident, and
we would expect to find development patterns similar to those in the highly
developed regions in western countries (Hart, 1983).

Owens (1966) indicated that the lack of transportation investment in
some third-world countries was the main obstacle to economic and social
development, particularly in the larger cities. And the lack of these strongly
needed facilities can cause serious problems in these regions' regional as well
as national development (Dodgson, 1974). Wilson et al. (1966) pointed out
the significance of transportation investment in these regions' development
and the barniers to development that result when there is a lack of such
investment. |

In their study of selected developing countries in South America and
Africa, Wilson et al. (1966) indicate that investment in the form of building,
expanding, and improving roads and railroads has led to positive economic

results. Investment in roads has opened up markets for agricultural products,
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has increased the efficiency of the production and distribution of goods and
services, and has made available new untapped resources.

Transportation irvestment in third-world countries is large and
comprises 30 to 40 percent of the national budget in some countries,
compared to 15 percent or less in developed countries. However, the
magnitude of this investment, coupled with other types of physical and
economic infrastructures, is greatly needed, since it contributes substantially
to capital formation and thus to development in these regions (Wilson, et al.,
1966; Gauthier, 1970). Brown, et al. (1972) point out that the significance of
transportation investment in the underdeveloped regions is its immediate
effect on production increase and expansion of the market, both of which are
essential for economic development.

Some beiieve that the irmpact of transportation investment in a highly
developed country is very limited. However, in areas of the developed world
where lack of accessibility is evident, such as in the Atlantic region of Canada,
transportation investment is essential. It has been argued that lack of
accessibility in this region was the major barrier to the region's economic and
industrial development (Wilson, Stevens, and Holyoke, 1977).

Furthermore, transportation investment is vital in remote areas of
developed countries and in areas that lack ready access, such as is the case
with the Appalachian region, in order to raise the economic standards
through increasing income and employment in such regions (Grimm and
Wegmann, 1976). Kuehn and West (1971) have also shown how good roads
played a major role in the expansion of economic activities and the location

of industry and new firms in the Ozarks.
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Transportation Investment is Necessary but not Sufficient

The fact that transportation investment is a necessary but not sufficient
condition for economic development is well documented in the
transportation and economic development literature. However, scholars in
this field such as Forkenbrock and Plazak (1986) contend that there are many
factors that contribute to economic development in any region. Factors such
as the cost and availability of land, labor, and capital, relative tax rates, and
availability of services and infrastructure are all essential for regional
economic development.

Piet (1989) concluded that: "Improvement of infrastructure is not a
sufficient condition for regional development. Many other intermediary
factors play a role" (p.272).

Highways alone cannot create miracles; however, a good network of
highways is necessary for a region's competitive advantage. Highly improved
highway systems can insure the attractiveness of a region to new industries
and the ability of the region to maintain existing industries, and they can also
increase the overall efficiency of the region as a good place to work and live
(Grossman and Levin, 1963; Eberts, 1991). Dickinson (1964) adds that, good
highway networks will have a tremendous impact on regions whenever the
other conditions for development are available.

Several local-impact studies have indicated that transportation
investment can have a direct effect on regional economic development in
areas where other prerequisites for development -- availability of labor,
natural resources, etc. -- also exist (Grimm and Wegmann, 1976). Further-

more, Munro pointed out (1969) that a lack of accessibility was not the main
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barrier to development in the Appalachian region, but that other factors are
as important, or more ‘so, for this region's development.

Wilson, Stevens, and|Holoyke (1977) have indicated that the lack of
transportation investment was a major deterrent to industrial location in
particular areas. H(‘>wever, they point out that the development and
attractiveness of any: region will require many other factors that are as
important, as or more important than, transportation investment. Munro
(1969) blamed the lack of development in the Appalachian region on the
unavailability of the other important factors of development, rather than on
the inadequacy of the ;transplortation system in the region.

The flexibility o‘nf highway systems has increased their accessibility by
opening up areas and markets that were beyond reach before (Smith, 1971).
Mckain (1965) contends that highway investment can have certain desired
economic consequence‘s. He claims that| investment in road networks leads to
changes in land-use ﬁatterms, extends trade centers, and expands a region's
resources. However, ‘he adds that investment itself is an external stimulus
for change, and that the response to be made to this stimulus depends on the
capacity for change in the region. IFactors such as the availability of
community leaders, a plan of action, and public motivation are necessary for

social and economic change to take place in any area.
|

Transportation Investment is a Safe Political Investment

Politicians, reg;;ional‘ officials, and local citizens have consistently
supported investment in roads. Transportation investment is a high political
priority in the development process (Hansen, 1973). It also proves that
someone is doing son‘lethin‘g in the region to initiate growth (Munro, 1969).

. e . .
Highway expenditure is often supported since it is used as a means of
\
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generating employment for construction and maintenance workers and

facilitates business investments desired by state and local officials (Altshuter,
1981). | |

Bottiny (1975) went a step further to indicate that highway spending
not only creates Pmployment in the region, but it also influences the final
demand for goods in the region, and the construction workers' income will
increase the incorhe ofi the region as a whole. In pajrticulalr, industries that
provide construction imaterials and consumer expvendfitures will: benefit
greatly from this ilnvestment. Curtis C. Harris Associat‘-es (1976) added that the
impact of road in"‘vestment varies from region to regic;n. They also indicated
that constructioﬁ. expenditures will benefit the re:giom in the short run
especially if a l.‘arge number of the local people; are employed in the
consfruction acti\)'ity. Others, such as Curtis C. Harris Associates (1976) and

|
Wheat (1969), contend that the long-term effect of highway investment on

\ \
overall efficiency in the economy and on increased productivity in the region

is long-lasting. \
The notion that transportation investment is politically safe has been

challenged recent]ly. Wilson et al. (1966) and Hansen (1973) maintain| that the
|
durability, longevity, externalities, and indivisibility of this investment have

troubled public officials in calculating and specifying future costs and benefits.
‘ |
Lee (1990) adds that transportation investment is implicitly thought of

as a good tool for economic development, and more transportation would be
better. HOWGVEI‘.‘, he ;was skeptical of this argume‘nt, since transportation
investment is co‘nstly, land more often than not, that other sectors of the
economy will suf?fer in order to get more transportati;on investment. |

I



Highway Investment Impact in Urban Areas

The argument that highway investment [in urban areas can have
negative consequences on the people who are affected by the construction is
well supported, and local opposition can be very strong. Highway investment
in urban areas can create noise and air pollution caused by the heavy traffic,
neighborhood destrucfion, and dislocation of local people (Cameron,1971;
Cline,1963, Thiel,1964). In addition, Thiel (1964) asserts that these negative

consequences will outweigh the positive consequences of flexibility and

accessibility.

Highway Investment and Regional Economic Development Policies

European communities reach the conclusion that it is hard to draw a
clear-cut policy regarding the use of highway investment as an instrument of
regional development (Dodgson, 1974). This confusion is attributed to the
lack of a clear theory and evidence to guide policy makers in formulating
their policies. However, policy makers in England and in other European
countries formulate their policies to achieve the following goals. First,
building a national highway network will improve the rate of national
economic development. Second, highway investment improves
communication and travel and, ultimately, the national economy. Third,
highway investment in depressed and isolated areas will attract new firms
and industries to the region, thus increasing the competitive advantage of
these regions. Fourth, investment in road and highway buildup is needed
since it supports actual, as well as expected, development in the region (Judge,
1983).

One issue European policy makers have to deal with is whether

highway investment should take place before or after development takes
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place in the region, or simultaneously. Another concern facing policy makers
in these countries is the distribution of these services and the adoption of a
policy that deals with the core-periphery problem (Button and Gillingwater,
1983).

Previously, the dominant policy was the concentration of highway
investment in metropolitan and urban areas, since this brings the highest
return on investment (Hart, 1983; Button and Gillingwater, 1983). However,
more recently European policy makers adopted a policy that favors more
equitable allocation of highway investment. Thus, less-advantaged,
depressed, and isolated areas should get a fair share ofl the investment so that
their present and future needs are met. Also, these isolated regions will be
linked to metropolitan centers by a highway network which overcomes the
distance barriers between the two regions (Button and Gillingwater, 1983).

In the U.S., policy makers and transportation planners have followed a
path sirnilar to that which has been taken by the English and European
community in allocating highway investments. Earlier, highway systems
were built to connect major urban centers and to enhance accessibility and
travel between urban areas. Also, a large portion of highway investment
moneys were spent in metropolitan areas to increase movement within
urban regions (Altshuter, 1981).

Fox and Smith (1990) highlighted| the impact of infrastructure on
economic development in three types of regions: intermediate, congested,
and lagging. This criteria is based on their current level of development and
presence of ingredients for further development. [First, they noted that
intermediate regions are in a position for further economic development

because most ingredients for developmenti were in place. Second, congested
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regions were not in a good position for further development because
additional growth might cause bottlenecks in transportation and production.
Third, lagging regions were in no position for economic development
because they lacked many of the necessary ingredients for development. They

concluded that:

Given the uncertainty surrounding the use of public infrastructure
as a development tool, policy makers should carefully identify the
locations most likely to benefit from infrastructure. . . Intermediate
type regions, where other economic development ingredients are in
place, will probably benefit most from enhanced infrastructure. But
all regions, even lagging regions that stand little chance of raising
their levels of economic development, can find more effective ways
to spend their limited development budgets (p.58).

In addition, Eberts (1991) indicated that the state of the region is very
important in determining the effect of transportation infrastructure on
regional economic development He further adds that booming regions
where congestion and other inefficiencies are present transportation
investment would have a great and immediate effect on regional economic
development.

However, there has recently been more emphasis on an equitable
allocation of resources. This new emphasis should benefit rural, isolated, and
depressed areas more than before. For instance, the 1965 Appalachian
Regional Development Act was one of the acts that were designed to
stimulate economic development in this depressed region (Grimm and
Wegmann, 1976). This act proposed the spending of $1.2 billion, with 63
percent of this amount to be spent on the construction of not more than 2,350
miles of highway in Appalachia (Munro, 1969). The main goal of this
investment was to facilitate the flow of people and goods throughout the

region, particularly in remote and isolated areas that had growth potential.‘
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The stated goal of the act was to increase accessibility in the region and make
it more attractive for industries and economic activity. However, in the case
of West Virginia, the lack of highway improvement and poor highway design
have hampered development potential in this area (Shafran and Wegmann,
1969).

Forkenbrock and Plazak (1968) examined the role of the state
Department of Transportation in using highway investment as a tool to
enhance economic development. They surveyed the fifty states' departments
of transportation and found that thirty-six states explicitly use highway
investment to help facilitate economic development in the state.

Oregon is one of the thirty-six states that use highway investment as a
tool to enhance economic development. Of these thirty-six states, twenty-two
have special funds to foster economic development. Iowa's Project RISE
(Restore Iowa's Sound Economy) is one of the few successful programs that
have used highway investment to foster economic development.

In the U.S,, policy makers and transportation planners have wrestled
with three policy concerns in allocating highway resources. First, there is the
issue of balanced development or equity in allocating resources, which
implies that highway investment resources should be allocated equally
throughout the region. This issue in essence will lead policy makers to the
important question of where to spend highway investment moneys -- should
they go to areas where more efficiency will result, i.e., metropolitan areas, or
should they go to rural areas where the need is greater (Pyers, Cichy, and
Stein, 1979; Forkenbrock and Plazak, 1986; Payne-Maxie, 1980)?

The second policy concern is: What type of industry will this

investment serve? Should it target local industries such as retailing and
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service industries, which|would generate less income locally? Or should the
investment target :‘nonlcmcal industry or export-oriented industry such as
manufacturing, sim‘:e such an investment would have a greater multiplier
effect and thus incre‘ease income in the region (Forkenbrock and Plazak, 1986)?

Third, there ;s the policy issue of involvement of the private sector in
financing highway ‘c}leveh‘opment. Since public funds for road improvements
and/or expansion‘ have shrunk in recent years, several approaches to
generating private funds have been developed. Some of the approaches that
have been tried angi seem to be working include land use regulation, special
tax assessments, service charges, and public land acquisition (Schoppert and

\
Herald, 1983;|Forkenbrock and Plazak, 1986).
EMPIRICAL STUDIES

Previous empirical works have focused on four areas: first, an
examination |of the general relationship between highway investment and
economic developnllent, emphasizing accessibility; second, an examination of
the causalityfconcei)t; third, the effects of highway investment on the various
industries in a regic‘:)n; and fourth, an examination of the effects of accessibility

on economic devélopnnent, holding the effects of some development

|
variables constant. |

General Highway Investment Impact on Economic Development

Geagler, March, and Wenier (1979), in their study of the long-term

social and economic effects of the turnpike on the eastern Connecticut region,
|

found that towns located along the turnpike experienced increases in

population, 'manufacturing employment, retail sales, and land values.



27
Although the whole region's population grew, towns with greater
accessibility experienced greater population growth. Gaegler et al. found that
the entire region benefited from the accessibility offered by the turnpike, but
that development was not equally distributed among all towns in the region.

In another study, on the effects of transportation improvements on ithe
economic development of Appalachia, Shafran and Wegmann (1969) found
that overall employment in the area increased above the national rate. | In
their analysis of West Virginia networks, using graph theory for three time
periods (1950, 1965, and 1975), they found that improved highway networks
had a major impact on the region's 'accessibility patterns, which in turn
impacted economic development. However, the final finding was not clear
on whether development could be attributed to improved highway networks
or to renewed interest and a greater demand for natural resources in /the
region.

Two studies centered on the state of Ohio, one conducted by the Ohio
Department of Transportation (1971) in order to examine the impact of
Interstate Route 71 on the northeastern Ohio region. This study found that
Interstate Route 71 had no clear impact on population changes in that region,
although population changes were observed along the access and interchange
zones. The second study by William and Koohal (1970) reached a some what
contradictory conclusion. This study found that there was a strong
relationship between highway capacity and income in the area and that
improved highway networks reduced disparities in per-capita income. All of
these studies, however, suffered from leaving too many variables
uncontrolled. Also, some studies focused on one region or a part of ithe

region and ignored the interregional effects of economic development:
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investment in one region could cause indusiry and people to relocate, thus
|

changing economic development patterns (U.S. Department of

Transportation, 1980).

Examination of Causality

A study by Eagle and Stephanedes (1987) examined the causal
relationship between highway investment and economic development in
Minnesota. Counties were divided into different groﬁpings: urban, next-to-
urban, regional centers, next-to-regional-centers, and rural. Their finding was
that the direction/of the causality from highway construction expenditures to
employment growth was weak. However, there were indications that long-
term effects from investment in regional-center" counties were well
supported. This study also indicated that in the short run, construction
expenditures benefit the local economy. One criticism this study raises is that
previous studies use cross-sectional data that does not capture the long-term
effect which highway investment has on economic de‘avelopmen:t.

A study by Stephanedes and Eagle (1980) tested causality in the
relationship between highway investment and ma‘nufacturing and retail
employment. Thirty Minnesota nonmetropolitan counties were selected, and
cross-sectional data as well as time-series data were used for this \analysis. The
finding was in agreement with those of the previ(‘)us studies. The cross-
sectional data indicated no significant relationsfhip between highway
expenditures and manufacturing and retail employme‘ent. However, the time-
series data indicated that there was a two-way causal relationship: highway
expenditures affect manufacturing and retail employ"ment, and employment

|
growth affects highway expenditures. In counties that are twenty-five miles

or farther from large metropolitan areas, causality was not very apparent.
|
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In another study, Balvir and Balbir (1984) examined the casual
relationship between public expenditure and national income for the period
1950 - 1981. They used Granger-Sims method to test the direction of causality
between public expenditure and national income. Their findings indicate
that on a aggregate level, causality between public expenditure and national
income is neither Keynesian nor Wagnerian. On the disaggregate level,
namely by functions of public expenditures (such as administration, social
service and development, and defence service), and by region (such as
different sub-regional levels) causality is mixed, and the relationship between
public expenditure and development is bi-directional and instantaneous.
Also, a more recent study by Eberts (1991) examined the casual
relationship between transportation investment and regional economic

development strongly support the linkage between the two.

Highway Investment Impacts on the Various Industries

In a time-series study of the relationship between highway investment
and employment changes in the nonmetropolitan counties of the U.S. in the
period between 1950 and 1975, Briggs (1981) found that tourism is one
industry which can benefit the most from highway investment. Contrary to
common belief, manufacturing and wholesaling employment, which is
believed to be associated with accessibility, did not show a strong relationship
with highway investment.

In a similar study, Briggs (1983) controlled for exogenous variables that
affect development in these counties, such as population size, proximity to
metropolitan areas, and net migration prior to highway buildup. His findings
were similar to those of the previous study, in which service industries, and

in particular tourism, were the industries that were highly related to the
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interstate system, while wholesaling and manufacturing industries did not
show a strong relationship.

Stephanedes and Eagle (1980) conducted a time-series study
investigating the relationship between highway expenditures and
manufacturing and retail employment for the thirty counties in the state of
Minnesota. They found that highway expenditures do have an impact on
manufacturing and retail employment. They also suggested that other
industrial sectors of the economy should be investigated in future studies.

Carlino and Mills (1987) conducted a study of the determinants of
population and employment growth in 3000 counties in the U.S., controiling
for some economic and demographic factors that affect growth in the
counties. Their finding was that in the 1970's interstate highways had an
impact on manufacturing and total employment growth. Also, investment
in highways did alter population growth in the counties.

Kuehn and West (1971) carried out a study of the relationship between
highway types and regional development in the Ozark region over the three
time periods of 1954, 1959, and 1963. They found that highways have little
impact on total employment growth; however, local roads are moderately
correlated with total employment in the counties. They also found that local
roads and access networks were clearly associated with manufacturing
employment, while primary federal highways were not associated with
manufacturing employment. Finally, they found that trade and service
industries were moderately correlated with all types of roads, primarily
federal highways, local roads, and access networks.

The general conclusion resulting from the above empirical studies

regarding which industries benefit the most from highway investment was
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that the service industry, particularly tourism, benefits greatly from highway
- |

investment. Results regarding|other industries, particularly manufacturing

|
and wholesaling, were conflicting.

Transportation Investment Impact on Economic Development Holding the
Effect of Other Development Variables Constant |
|
Other empirical studies have tried to examine the |effects of
|
transportation investment, in particular highway investment, on economic

: \

development, holding the effects of some development variables constant.
! :

The results of these studies have given transportation a secondary role.

Carlino and Mills (]‘l987) have indicated that interstate densz‘ity is positively
related to total em]‘ployment, manufacturing employment, .‘and population
density in counties.‘ However, the strength of this relationsﬂlip among other
factors that determine development in the counties was not c‘lear. \

Briggs (1981),%in his study of the impact of the interstate system on the
development of the nonmetropolitan U.S. counties, conclude:d that interstate
counties as a group have a higher growth rate and that total e‘emplq)yment and
net migration were ‘affected. However, interstate developmé&nt alone in any
single county is no guarantee of greater economic d\evel(opment or
demographic chang‘;e, especially if variables such as popdlation size and
proximity to metrop‘olitan areas have been controlled. |

In their analy‘sis of thirteen factors that affect industrial location in the
Atlantic region of ijanada, Wilson, Stevens, and Holoyke (15"77) pointed out
that transportation-felated variables do have an impact on in‘dustrial location
in this region. Transportation factors ended up being ranked: differently
among the other faj:tors (e.g., roads ranked fourth, railroadsl sixth, shipping

\ \
eighth, and air thirteenth). However, when transportation-related variables
| |
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were taken together, they ranked sixth among the nine remaining factors that
affect the location decisions of industries.

In a study of the effects that investment in motorways has on regional
economic development in northern England, Dodgson (1974) found that
when other variables are held constant, motorway investment does not
increase employment in the areas through which motorways pass.

Some empirical studies have pointed out the importance of population
size and proximity to metropolitan areas as determinants of economic
development in nonmetropolitan areas. Briggs (1981) pinpointed the
importance that both city size and proximity to metropolitan areas had on
employment changes in a given county. Eagle and Stephanedes (1987)
indicated that regional-center counties that have populations of 28,000 or
more, and counties adjacent to regional centers have higher total increases in
employment. In the long run these counties are expected to grow faster than
others.

Lichter and Fuguitt (1980) added that rural-remote counties are the
least affected by highway investment. However, rural-remote counties with
city populations of 2,500 or more and locations fewer than 100 miles from the
nearest SMSAs have experienced greater employment and population
growth. In another study, Fuguitt and Beale (1976) found that interstate
counties that are fewer than 100 miles from the nearest SMSAs and that have
population sizes of from 2,500 to 10,000 will experience higher development
in general than will those interstate counties which are remote and have
populations of fewer than 2,500. Hansen (1973) pointed out that proximity to
SMSAs and the existence of a well-developed highway network can partially

influence a county's development.
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SUMMARY

This chapter's review of studies examining the relationship between
transportation investment and economic development highlighted the
complexity of this relationship and the need for more rigorous investigation.
Fo;r example, Isserman et al. (1989) clearly stated that regional science and
otk‘ler related fields have not done enough in providing the needed research
in ‘this area.

Other scholars (Colwell, 1963; Dodge, 1965; Cootner, 1963; Zwick, 1963;
Straszheim, 1972) have greatly debated and speculated on the directionality in
th;a relétionship between transportation investment and economic
de‘velopment. Their discussions clearly point out the complexity of this
phlenom.enon and the lack of clear understanding of its dynamics.

| However, the level of aggregation is very important in determining
the direction of this relationship. On the national level or aggregate level
pr‘eviou.s theoretical as well as empirical studies have supported the
conclusion that public expenditures lead to regional economic development
(Bélvir and Balbir, 1984; Smith, 1967; Wheat, 1969; U.S. Department of
Transportation 1980). On the other hand, on a regional and local level or
diéaggr'egate level previous works have given a mixed conclusions
(Aschauer, 1990; Eagle and Stephanedes, 1987; Fox and Smith, 1990;
M‘ontgomery, Deich, and Pinkston, 1989; Stephanedes and Eagle, 1980;
Straszheim, 1972)

" The traditional role of transportation has a strong positive view of the
impact of transportation investment on economic development. Studies

such as those by Gauthier (1970), Forkenbrock and Plazak (1986), and Wilson,

et‘ al. (1966) provided clear evidence of the historically dominant role of
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transportation in economic development. For example, Wilson, Stevens,
and Holyoke (1977); Payne-Maxie (1980); and Dodgson (1974) traced back the
vital role of low-cost transportation to the early classic location theories of
Hoover, Losch, and Isard.

Recent theoretical views of the impact of transportation investment on
economic development in a highly developed economy such as that of the
United States is changing. This change is attributed to the arrival of
transportation networks at the maturity stage, the shift in the U.S. economy
from goods-producing (manufacturing industries) to service-producing (non-
manufacturing industries), and changes in product technology which have
minimized the role of transportation (Barloon, 1965; Heilbrun, 1981; Zwick,
1963; Straszheim, 1972).

Therotical as well as empirical studies on the issue of causality in the
relationship between road investment and economic development is not
settled yet. Previous works have given conflicting conclusions depending on
the level of aggregation.

The debate among policy makers and regional planners is still
lingering over the concentration of highway investment. Some policy
makers favor concentration of highway investment in metropolitan areas
(Hart, 1983; Button and Gillingwater, 1983). Recently, policy makers have
been pushing for even distribution of this investment over the entire region.

Another debated issue in the literature is the types of industries this
investment will service. Numerous empirical studies have wrestled with
this issue with little success. Stephanedes and Eagle (1980), Carlino and Mills
(1987), and Wheat (1969) found that total and manufacturing employment

benefit greatly from road investment. In other empirical studies, Briggs (1981;
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1983) and Keuhn and West (1971) indicated that service employment is the
biggest beneficiary of this investment.

Other empirical studies have tried to investigate the effects of
transportation investment on economic development, holding the effects of
some development variables constant. The results of these studies have
clearly demonstrated that transportation maintains a secondary role when
other development variables are held constant (Carlino and Mills, 1987;
Wilson, Stevens, and Holyoke, 1977; Dodgson, 1974).

In summary, the issues that have been discussed in this chapter are
critical to understanding the dynamic relationship between road investment
and economic development, since it is implicitly assumed that highway
investment, which constitutes the largest share of public infrastructure
spending, is a key ingredient in the support of long-term economic
development. However the debate and speculation on the linkage and
relationship between transportation investment and economic development
is still going. Thus, the need to understand and explain the linkage between
transportation investment and economic development is certainly more than

just an academic exercise.




CHAPTER III

HIGHWAY INVESTMENT AND:ECONOMIC DEVELOPMENT IN OREGON
\

This chapter discusses the historical development of the highway
network as well as ifs lin‘lk to economic development in Oregon. This
discussion incorporates the‘e following three areas. First, the evolution of
highway networks, sources& of highway funding, and highway conditions.
Second, the link between k‘lighway investment and economic development.
The third area is a disc:ussic‘nn of ithe state of economic conditions followed by

\
a summary conclusion. X

HISTORY OF HIGHWAY DEVELOPMENT
\

Network Evolution

Oregon's economy, with severely limited public funds in recent years,
has affected the ability of the Oregon Department of Transportation to build
|

and maintain its transportation metwork. Despite the impacts of the troubled
economy, Oregon's Departz‘mentl of Transportation, particularly its highway
program, is one with a histc‘)ry of early leadership and accomplishments.
Prior to the '19'005,1counlty governments were responsible for the
construction, layout, and repair of county roads under their jurisdiction.

\
Funds to pay for the construction and repair of roads were collected through a
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general road tax, and vofers were required to pay a poll tax of $3 or do actual
work on the road equivalent to that amount (Klaboe, 1974; Moore, et al.,
1984).

The state first recognized the road problems in 1913, when the
legislature created a state highway commission, composed of the governor,
the secretary of state, and the state treasurer. The legislature also authorized
the construction of 2,900 miles of roads (1,070 miles of primary roads and
1,830 miles of secondary roads). To finance its organization, the state highway
commission received $10,000, plus a property tax of a quarter of a million
dollars for highway purposes (Klaboe, 1974).

In July 1919, Oregon was the first state to adopt a gasoline tax as its
main source of revenue to financeits roads. The initial rate, authorized in
1919, was one cent per gallon. Later on, the success of the gasoline tax and the
increased demand for more revenue to finance road construction and/or
improvement, raised the rate to seven cents per gallon in 1967 (Yturri, 1983).
Oregon was followed by other states within a few years, and the gasoline tax
became the main source of revenue for highway construction and/or
development in most states in the country.

Oregon had a commanding lead in highway development, ranking
among the top ten states in highway developments; in the early days,
highway construction progressed wery rapidly (Yturri, 1983). In 1923 the
completion of the Pacific Highway was one of the state's greatest
achievements. It made Oregon the first state west of the Mississippi to
construct a paved highway from border to border.

During World War II, highway construction came to a halt and the

focus shifted mainly to highway maintenance. An increased need for
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highway construction and the lack of sufficient revenue to carry on highway
programs led the state in 1951 to authorize the sale of $72 million in general
revenue bonds to finance highway construction programs.

After World War II, and in particular in the late 1960s, the construction
of the interstate highway system accelerated. Oregon has 735 iniles of this
huge interstate highway system, and a total of 123,393 miles of highways and
road networks (Yturri, 1983).

By 1973 the growing energy crisis, the fuel shortages, and the reduction
of income from motor revenue sources created uncertainties for Oregon's
highway development program. The reduction in revenue sources directly
affected the state's capability of keeping up with its construction needs. This
reduction of income was coupled with a high inflation rate that caused major
cutbacks in program budgets. Also, the increased costs of labor, materials, and
equipment have made it necessary for the state to consider different methods
of contracting and to reschedule major highway construction projects.

In the early 1980s, increased fuel prices decreased motor fuel
consumption in Oregon from a recent high of 1.4 billion gallons in 1978 to an
average annual level of 1.25 billion. In the 1980s, state collected revenues for
roads were depressed, at around $200 million annually between 1978 - 1982.
To help increase revenues in 1982, the U.S. Congress approved a five cent per
gallon federal fuel tax. This federal tax was designed to enable the state to deal
with its deteriorating highways and bridges and to construct new ones. This
has been very helpful but the state must raise additional revenues to carry out
its highway projects and to match federal funds available to Oregon. The
legislature recognized the growing need and authorized a fuel tax increase,

moving up from seven cents to twelve cents per gallon. In addition, total
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local revenues raised at the county and city level have increased dramatically
(Price Waterhouse, 1986).

While several recent increases in road, fuel, and weight-mile taxes
authorized by the legislature have helped, the system is deteriorating very
rapidly from age and increased usage. Backlogs of deferred repair and
preservation work are expanding to major proportions, and many segments
of the road system are in urgent need of modernization. To modestly
improve the backlog of substandard roads and bridges, $6 billion is required
(Barney & Worth, Inc., 1989). A backlog of essential maintenance and
reconstruction work, deferred because of inadequate funding is reaching
significant proportions, and is projected to exceed $19 billion over the next 20

years (Price Waterhouse, 1986).

Sources of Highway Funding

Oregon relies on two sources to finance highway investment. One
source of highway revenue is federal fees, which come from federal fuel taxes
(gasoline tax of nine cents per gallon and diesel fuel tax of fifteen cents per
gallon) and other truck taxes. The state pays the federal government the
federal highway tax it collects, then receives a share of this money back. The
share is based on a federal formula which considers, among other things, the
amount of federal-aid road mileage in each state. In addition, Oregon has
succeeded in capturing federal discretionary funds over the past several years.
These funds are specific federal funds targeted for special projects, not
allocated to the state by formula (Oregon State Highway Division, 1990a).

The second source is state fees, which include motor fuel taxes, weight
distance fees, and vehicle registration fees. The state also receives minor

revenue from truck load violation fees, bridge tolls, billboard permits, sales of
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highway bonds, property and equipment, and others. State fees account for
approximately 65% of the highway funds, with the rest coming from federal

sources (Oregon State Highway Division, 1990b).

Highway Conditions

With the major highway construction completed and the state
recovering from its difficult economic times, the challenge is to preserve and
maintain the existing highway network. A study conducted in 1976 revealed
that about 50% of the highway miles on the state system were in poor or very

poor condition (see Figure 2).
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Figure 2. Oregon highway conditions over different periods of
time. Source: Oregon State Highway Division, 1990a, P. 6.

Another study by Yturri for the Oregon Department of Transportation
(1983) indicated that highway conditions in Oregon are deteriorating and that
over half of the total highway system requires major maintenance. A more
recent study by the Oregon Department of Transportation (1990) indicated that
only 42% of Oregon highways are in fair condition or better. This percent has
changed over time depending on the availability of funds and the amount of

dollars spent on road repairs and maintenance work. In the 1980s, the percent
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of roads in the Oregon highway system rated as being in fair or better
condition has improved to reach 67% in 1988. This percentage has remained

constant since 1988 (see Figure 3).

PERCENT OF STATE SYSTEM IN EACH CONDITION
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Figure 3. Changes in roadway conditions over the last ten years.
Source: Oregon Department of Transportation, 1990, P. 16.

The condition of the state highway system is of great concern to the
state transportation officials. The concern results from a revenue-cost
squeeze that for the past several years has crippled the ability of the
department's construction programs to keep pace with the deterioration
(from age, exposure, and use) of the exisiting system. Major reconstruction
and new construction has become increasingly costly if not prohibitive.
Increased costs of maintenance have reduced the state construction program
to zero. The accelerating road deterioration and shrinking revenue sources
put the state in a serious delimma. The state must decide whether to spend

these limited funds on maintenance and repair of existing roads, or the
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construction of new ones. The state’s present and future policy approach is to
preserve and maintain the existing highway network first, then construct
new ones where required. In addition, the state’s long-term plans are
considering other facets of highway programs (Oregon Department of

Transportation, 1990).
HIGHWAY INVESTMENT AND ECONOMIC DEVELOPMENT

The use of transportation investment to stiumlate economic
development has been one of the primary factors in Oregon’s development
from pioneer days to the present (Oregon Department of Transportation,
September,1977). One of the primary goals of the Oregon highway system is
to provide for economic development by: moving through traffic safely and
efficiently between geographic and major economic areas within Oregon;
moving through traffic between Oregon and adjacent states; and moving
traffic to and through major metropolitan areas (Oregon State Highway
Division, 1990a). In pursuing this goal, the state has built a highly integrated
highway network that is safe, cost-effective, and provides efficient access
throught the state. In addition, this network has provided good linkage
among most areas and regions in the state (see Figure 4).

Many state, as well as local, officials and transportation planners have
argued that highway investment is essential for economic development in
this region. This link is clearly stated in a report published by the Oregon
State Highway Division (1990b) which describes the mission of the Highway
Division as to design, build, and maintain quality highways that complement

Oregon’s natural beauty and help spur economic development.
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A report published by the City Club of Portland (1987) indicated that
investment in all road types, in the form of construction and/or
maintenance, and other infrastructure underlies economic development in
this region. The report further added that highly integrated transportation
networks, partiuclarly well-built roads, V\‘Iill enhance movement and travel of
people and goods in the region. Furthen‘nore?, the attractiveness of the region
for business and new industries is hi‘ghly enhanced as a result of the
investment in road networks. |

A discussion with Oregon's tranjsportation director, Fred Miller, in
Yturri's Challenge for the 80s (19833, pointed out the necessity of
transportation networks for economic idevelopment to take place in this
region. These transportation investments, particularly highway construction,
provide badly needed jobs and reduce tr‘ansportation costs for the movement
of both people and freight.

In recent years, the problem is that highways and bridges are aging, and
decling revenue sources are no long‘er able to deal with the rapidly
deteriorating roads and bridges. State of’ficia)ls are aware of this problem and
are exploring all avenues available to involve the local, federal, and private
sector and to provide the needed funds to keep highway networks in good
and usable condition. In spite of this, t:he gap between revenue required to
keep the network intact, and the reven}ue generated is widening over time

|
(see Figure 5).

OREGON'S ECONOMIC CONDITIONS

Oregon’s economy is in a process of transition. Traditionally, the
economy has relied heavily on its natural resources as a source of jobs ,



45
income, and wealth. Most of these natural resources are renewable and will
continue to be an important source of economic activity. However, new
trends are emerging and to maintain levels of employment and raise incomes
of Oregonians, the state must diversify its economic activity (Goldschmidt,

1989).
Road Requirements vs. Revenues (1987-1992)

B Average Annual Requitement (1)

1987-89 Actual Annual Revenue

3 1989-91 Budgeted Annual Revenue

Milllons of Dollars

(1) Covers priority road improverments established
by the 1986 study to be made in the period 1987-1992,
Unmet interstate highway expansion needs not inckoded.

Figure 5. Oregon road requirements vs. revenue generated (1987
- 1992). Source: Oregon Department of Transportation, 1989, p.
3.

Fortunately, since World War II, Oregon has been gradually
diversifying its economic activity. This diversification is clearly noted in the
continuous decline of manufacturing employment in the natural resource

industries. Accompanying this decline has been a continuous increase in
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employment in non-traditional manufacturing industries, such as metals and
high technology (see Figure 6). |

During most of the post war period, employment in|Oregon rose
steadily, exceeding the national average. In the 193‘705, economic conditions
and economic development in the state were relatiively good, and in 1979,
employment reached its highest point. However, dﬁring much of the 1980s,
diversification stalled while forest products entered a severe downturn, and
the economy entered the worst recession since the great depression. During
much of the 1970s, people moved into Oregon in record numbers, attracted by
jobs and widely hearalded quality of life. During tfne first half of the 1980s,
however, a large number of the population was lost‘ as jobs disappeared and
people moved away (Cortright, 1984; Goldschmidt, 1989). !

Oregon, compared to other states, ranked poor"ly in many key economic
indicators. For instance, Oregon unemployment wa;s ranked as tenth highest
in the nation. Employment growth from 1980 - 19!%5 ranked 47th, and per-
capita income ranked 31st out of the fifty states. Ovl‘erall Oregon ranked 43rd
in the U.S. in unemployment, employment grc‘awth, and' duration of
employment (City Club of Portland, 1987). |

This poor economic performance is greatly attributed to Oregon’s
traditional reliance on natural resource industries. "Coupled with the lack of
serious effort at the state and local level to explorl‘e new avenues for other
industries to develop and prosper, and ther«‘eby enhance economic
development. The state’s historic dependence on na‘.tural resource industries,

. . .
such as agriculture and forest products results in Oregon’s economy being
\
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directly tied to national economic trends and policies, and is consequently
unstable (Oregon|Department of Economic Development, 1982).

In recent years, other economic sectors such as tourism, trade, metals,
and basic maufacturing, and electronics have experienced some growth. For
instance, the tourism industry has grown so rapidly as to become Oregon'’s
third largest industry, after lumber and agriculture, and its largest employer.
In addition, the other economic sectors have experience a gradual increase

and have the potential to grow (Goldschmidt, 1989).

Figure 6. Oregon manufacturing employment changes in the
various industries over three periods of time (1948, 1968, 1988).
Source: Goldschmidt, 1989, p. 5.

CONCLUSION

Generally, the condition of the state highway system has improved.
Recent revenue increases at the state and federal levels have been beneficial
to state's highway development. Still, a host of challenges must be

confronted. The widening gap between revenues generated and cost to
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maintain the highway network has to be reduced and further funding for
highway programs found. Preser'lvationn and modernization lactivities will
have to be enhanced to cope w:‘ith Oregon's population and economic
development needs. As previ(‘)usly stated investment in the state

infrastructure, and in particular in its transportation network is crucial for its

present and future development. |



CHAPTER IV

METHODOLOGY

As indicated in Chapter I, the purposes of this study are to investigate
(a) the longitudinal impact of the different road investments on economic
development in Oregon, and (b) the temporal effect of this investment on
economic development in this region. This chapter consists of a brief
description of the approaches used to examine transportation impact on
economic development, followed by a summary, research questions, research

design, research models, and data sources.

APPROACHES EXAMINING THE IMPACT OF TRANSPORTATION
INVESTMENT ON ECONOMIC DEVELOPMENT

Previous approaches investigating the impact of transportation
investment on economic development vary and depend on the purpose,
period to be studied, and the level of aggregation. Some techniques can be
characterized as disaggregate and cross-sectional in nature such as input/
output and to certain extent cost/benefit analysis. Others are aggregate in
nature and can examine either/or cross-sectional and longitudinal impact of
this relationship, such as regression analysis. The following is a brief

summary of these different approaches.
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Regression Analysis

Regression analysis has been extensively used to examine the impact of
transportation investment on economic development. One frequent use is
the examination of the impact of one mode or more of transportation on the
development process, either holding the impacts of other development
factors constant or incorporating them in the analysis (Briggs, 1981; Harris and
Mitchell, 1966; Kau, 1977; Pyers, et al., 1979; Payne-Maxie, 1980).

A more recent and common use of this technique is in the
examination of the causal relationship between transportation investment
and economic development. Eagle and Stephanedes (1987) and Stephanedes
and Eagle (1980) used regression analysis with the Sims test to examine the
causal relationship between highway investment and economic
development. Balvir and Balbir (1984) used regression analysis with the
Granger-Sims test to examine the impact of public expenditures on national
income. In addition, Eberts (1991) used regression analysis to examine the
causal relationship between transportation investment and economic
development.

This technique is aggregate in nature and very useful in studying
certain aspects of the relationship on national or regional levels. This
approach can use either cross-sectional or time-series data to examine this
relationship. The regular use of this method in previous research, and in
particular its usage in the Granger causality test, makes it the most

appropriate technique to use for this research.

Aerial Photography

One of the early methods used to examine the effects of highway

investment on economic development was aerial photography. Thung (1972)
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used aerial photography to measure the impact of highways on rural
development in Thailand. Also, Munro (1969) used aerial photography to
measure land-use change and development at interchange points in the state
of Alabama. Photographs were taken annually during the period from 1964
to 1970 and were supplemented by secondary data to determine development
and land-use change a half-mile from the interchange points.

In a study of the impacts of highways on rural life and land-use change
in southern New York, Gessaman and Sisler (1976) used aerial photographs as
the primary data source for the analysis, although they also employed
secondary sources such as ground surveys.

This approach is very primitive and commonly used as a substitute for
costly data gathering where data is not available in regions, such as third
world and remote, isolated regions of the developed world. However, this
approach is aggregate in nature where it provides a precise location identity or
a photograph of a certain place without the ability to disaggregate this
information. This, in essence, would make it very difficult to pinpoint the
economic impact since the information collected is highly aggregated and
mosfly' lumped together. Furthermore, this technique takes a snapshot of an
area at one point in time making it very difficult to understand the dynamic

effect of this relationship.

Input-Output Models

Input-Output models are used to examine the effect of road investment
on economic development. In a study which modeled investment priorities
for national road improvements in Korea, Kim, and Rho (1985) used the
input-output model. This approach is aggregate in nature since it addresses

the interaction between transportation investment and all other economic
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sectors. However, one of its shortcomings is that it is static in nature, failing
to capture the dynamic effects of one road on other roads in the
transportation system. | |

Other scholars have used the either conventional input-output model
or the expanded and modified input-output m‘.odel (Liew and Liew, 1985;
Amano and Fujita, 1970; Harris, C.C. , 1974; a‘lnd Sakashita, 1974). Some
modifications of the model have succeeded in c"aptruring the changes in the
relationship between transportation investment: and economic development
over a short period of time. The multi-regional input-output model used by
Liew and Liew (1985) was modified to capture changes in output prices, input
costs, and transportation costs over a four year pe‘zriod.

The general criticism of these models& is that they look at the
relationship or try to study the impact of tra‘.nsp:ortation investment and
economic development at one point in time and‘ fail to model changes over a
period of time. The main shortcoming of the conventional input-output
model is that it is static, cross-sectional, ‘and. short-term in nature.

Nonetheless, they can be very useful in studying inter-industrial and

|
interregional aspect of the relationship over a short period of time.
|

Cost-Benefit Analysis

This approach is disaggregate in nature and would be very useful in
examining the impact of transportation | investment on economic
development at the lower end of the analysis, such as the project level or class
of projects. The U.S. Department of Transpo"rtat‘ion (1980) has used this
technique to examine the effects of highwa‘.y investment on economic

|
development. One of the main criticisms of this approach is that it is too
|
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narrowly focused on user benefit and cost efficiency, rather than economic
development in the region.

This approach is quite different than the long-run dynamic economic
approaches. One major difference is that in cost-benefit analysis, only a subset
of specific alternatives is analyzed. Furthermore, cost-benefit analysis will
tend to be more detailed since it looks at a disaggregate and lower end of the

analysis.

SUMMARY

The selection of any of the above approaches would greatly depend on
the type of question being addressed and the purpose of the particular
research. Some might look at the aggregate aspect of the relationship, while
others might focus on the disaggregate aspect of the analysis. Also, some are
concerned with the snapshot impact of this relationship, while others are
interested in examining the dynamic long-term effect. These techniques can
be used separately or can be used to complement each other.

Since highways are costly infrastructures, the study of their long-term
effects is very important. The significance of this study stems from the fact
that a number of previous empirical studies were cross-sectional in nature,
thus making it difficult to identify long-term effects. Payne-Maxie (1980)
strongly criticized previous studies as being short-term in nature and looking
only at the disaggregate level of analysis, thereby resulting in misleading and
inaccurate long-term effects. Studying the long-term effect of highway
investment on economic development would be more useful and helpful in

assisting transportation planners and policy makers to understand past effects

and help project the future.
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RESEARCH QUESTIONS

There are four general questions in this research:

1. Does there exist a general relationship between highway
investment and economic development? Then, if a relationship is
established, what is the direction of this relationship and what is the level of
significance?

2. What is the relationship between the types of road investments
(construction and maintenance expenditures) and types of roads (e.g., primary
state highway, secondary state highway, and local roads and streets) and
employment growth (total, manufacturing, and service employment), and
how significant is this relationship?

3. What is the dynamic effect of the various road investments on
growth of the three types of employment?

4. What is the effect of the level of geographic aggregation on the

relationship between road investment and employment growth?
RESEARCH DESIGN

In order to address the above questions, this research seeks to
investigate the dynamic relationship between road investments (measured by
road expenditures) and economic development (measured by employment
growth). Road expenditures are measured by total road expenditures (grand
total road expenditures, total capital expenditures, total maintenance
expenditures), total capital expenditures on the three types of roads (primary,
secondary, and local), and total maintenance expenditures on the three types
of roads (primary, secondary, and local). Employment growth is measured by

total employment, manufacturing employment, and service employment.
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These relationships are analyzed from 1955 to 1985 for the state as a whole, for
every county in the state, and for different spatial groupings of counties.

The research proceeds on three levels. The first is examination of the
relationships between the various road investment and employment growth
at the state level. The second is examination of these relationships for
different spatial groupings (such as Portland metropolitan counties versus the
rest of the state counties, urban counties versus rural counties, interstate
counties versus non-interstate counties, coastal counties versus non-coastal
counties, and the Oregon Department of Transportation's five designated
regions). The third is investigation of these dynamic relationships at the local
level or the county level.

It is also worth noting that shazam statistical package was used for the
execution of this research. Also annual data for both road expenditures and

employments growth was used in this research.
RESEARCH MODEL

Previous empirical research has not clearly determined the direction
and strength of the relationship between highway investment and economic
development. Therefore, it is prudent to study the causal relationship
between road investment and economic development in this region. To
study the causal relationship between the various roads expenditures and

employment growth, the Granger causality test is used. This test involves the

estimation of the two following regressions:
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n n

1. Employment; = Z o Road exp.t.i + 2 Bi employmenty_; + Uit
i=1 i=1
n n

1. Road exp.t = z ni Road exp.ti + Z di employment;.j + Uat
i=1 i=1

where,
Employment; = Employment at the beginning period

Road exp.; = Road expenditure at the beginning period

n

U1 and Uy

Lag length

Uncorrelated disturbance

With the two regression models simplified, the Granger causality test
(regression 1) assumes that the current employment growth variable is
related to past values of employment itself as well as of road expenditures.
Regression 2 postulates a similar behavior for road expenditures where the
current road expenditure variable is related to past values of road expenditure
itself as well as employment growth (Gujarati, 1988).

To determine the direction of the relationship among the different
road expenditures and employment growth, we need to distinguish between
four cases:

1. A one-way directional relationship from road expenditures to
employment growth is identified if the estimated coefficients on the lagged
road expenditure in regression 1 are statistically significant as a group (z oy #
0), and the set of estimated coefficients on the lagged employment in

regression 2 is not statistically significant (2 8i =0).
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2. A one-way directional relationship exists from employment to

road expenditures if the set of lagged road expenditures in regression 1 is not

statistically significant (2 ai= 0), and the set of lagged employment
coefficients in regression 2 is ;statisticalljy significant (Z 3i = 0).

3. A bilateral relationshipiexists when the sets of both road

expenditures and lagged employment: coefficients are statistically significant

: . |
in both regressions.

4. Finally, no relationship exists when the sets of both road
expenditures and lagged ‘employmént coefficients are not statistically
significant in either regression. |

The causality test examines the direction of the relationship between
the different road expendih‘.lres and employment growth for the state as a
whole, the different spatial ;‘;roupings lof counties, and individual counties in
the state. To test for the caf‘usality, a run of the two regression equations is
conducted for the period 1955 to 1985.

In addition to the calusality test, this research examines the time-lag
effect of the different road investments on employment growth. This
includes identifying lag lenggth and the cumulative lag effect of the various
road expenditures on emplo;‘yment growth. Different lag structures are tested
to estimate the appropriate jlag length, and a six-year lag is used to estimate
the cumulative lag effect of this investment. In order to capture the
development impact of the investment, a lag structure of three to five or six
years is appropriate, Eagle and Stephanedes (1987) indicated in their study of

. L,
the State of Minnesota counties.
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DATA SOURCES

Secondary data are used for the execution of this research. The State of
Oregon Highway Report was the source of data for total road expenditures,
total construction expenditures, construction expenditures for the three types
of roads (primary highway, secondary highway, and local roads and streets),
total maintenance expenditures, and maintenance expenditures forn the three
types of roads. This report is published annually by the State Department of
Transportation Programming Section. It presents information pertaining to
the State Highway Division revenue, system mileage, construction
expenditures, maintenance expenditures, and other miscellaneous data.

Furthermore, construction and maintenance expenditures are
classified by the type of road (primary state highway, secondary state highway,
and local roads and streets) for each county in the state, and for the state as a
whole from 1950 to 1985. All data on road expenditures are adjusted to the
1982 implicit price deflator for the fixed investment non-residential index
(U.S. Department of Commerce, 1986).

The source of data for total employment, manufacturing employment,
and service employment was the Oregon State Department of Employment
Annual Data Report. This report is prepared annually by the Research and
Statistics Division of the Oregon Department of Employment. It presents
information pertaining to state employment classified by the type of
employment (total, manufucturing, and service), for each county and city in
the state, and for the state as a whole, from 1947 to the present. |

Time series data for the various roads expenditures and the three
employment sectors is available on a disk at the Center for Urban Studies,

School of Urban and Public Affairs, Portland State University.



CHAPTER V

DATA ANALYSIS

A discussion of the results of the data analysis is presented in this

chapter. The four research questions for the study are discussed and analyzed

here. This chapter is divided into five sections. The first section includes an

outline of the empirical analysis design and the Granger Causality test.

Second, the causal relationship between road expenditures and employment

growth , and the temporal aspect of this relationship of the state as a single

aggregate unit, is examined. Third, the causal relationship between road

expenditures and employment growth, and its time-lag effect for the different

groupings of counties based on their geographic characteristics and for the

fiv

e regional groupings identified by the Oregon Department of

Transportation, is analyzed. Fourth, the causal relationship between road

expenditures and employment growth, and the temporal aspect of this

rel

ationship at the local level of the counties is discussed. Finally, a

conclusion of the major findings of this research are discussed.

deyelopment is measured by two primary measures: road expenditures and
em

sul

EMPIRICAL ANALYSIS DESIGN

The empirical analysis of the impact of road investment on economic

ployment growth. Road expenditures are measured by the following

'Togate measures: total road expenditures, total capital expenditures, capital
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expenditures for the three types of roads (primary, secondary, and local), total
maintenance expenditures, and maintenance expenditures for the three types
of roads (primary, secondary, and local). Employment growth is measured by
three surrogate measures: total employment, manufacturing employment,
and service employment. This research objective is to examine the impact of
road investment divided by the type of investment (total, capital, and
maintenance) and type of road (primary, secondary, and local) on the three

employment sectors (total, manufacturing, and service) (see Figure 7).
THE GRANGER CAUSALITY TEST

The Granger causality test is used to determine the direction of the
relationships in this analysis. This test is based on the following premise:
Forecasts of some variable y (let's say, total expenditure) obtained using both
past values of y and past values of another variable x (let's say, total
employment) are more accurate than forecasts obtained using past values of y
alone. Based on this criterion, and selection of an economic development
indicator and a road investment indicator, the discovery that total road
expenditure causes total employment growth indicates that road expenditures
are not exogenous to employment growth. However, showing that the lagged
expenditure variables are significant as a group does not preclude the
possibility of a bi-directional causality. To test for that, a second regression is
estimated where road expenditure is the dependent variable and the lagged
values of total employment are the independent variables. Thus, the first
regression examines the hypothesis that road expenditure causes
employment growth, while the second regression examines the hypothesis

that employment growth causes road expenditure (Granger, 1969).
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F-values are examined against the F-critical to determine its statistical
significance, thereby determining the direction of the relationship. If the
estimated F-value is statistically significant in the first regression, and
statistically not significant in the second regression, this result suggests that
road expenditures cause employment growth. However, if the estimated F-
values are statistically significant in both regressions, this result suggests that
road expenditures and employment growth have a bi-directional
relationship. In other words, road expenditures cause employment growth,
and employment growth causes road expenditures. Finally, if the estimated
F-values are statistically not significant in both regressions, this result
suggests that road expenditures have no relationship to employment growth.

In addition to the causality aspect of this relationship, this analysis
examines the temporal effect of road investment on economic development.
Eagle and Stephanedes (1987) contended that the real effect of road
investments on the region's economic development may occur beyond the
immediate future. They pointed out that a lag structure of three to five or six
years will most likely capture the real and dynamic effect of road expenditures
on employment growth.

The temporal effect of road investment on economic development
examines two factors. The first is lag length, which measures the
effectiveness of the investment over a period of .time. Different lag structures
are tested to estimate the lag length. The estimated T-value is used as a
measure of the statistical significance of the investment over the years.
Second is the cumulative lag effect, which measures the dynamic impact of

the investment on employment growth over a six-year period. The estimated
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F-statistic is used to measure the statistical significance of the cumulative lag
effect of road investment on employment growth.

The approach to this empirical analysis consists of two components.

The first is investigation of the causal relationship between the different road

expenditures and employment growth. The second is examination of the

dynamic effect of this investment measured by the lag length and cumulative

lag effect on employment growth. This analysis proceeds for different levels

of spatial aggregation: the state as one single unit, different spatial groupings

within the state, and then individual counties.

THE RELATIONSHIP BETWEEN ROAD INVESTMENT AND
ECONOMIC DEVELOPMENT AT THE STATE LEVEL

At this aggregate level of analysis or the state as one single unit,, the
results of the relationship between road investments and economic
development suggest that the total road expenditures (grand total road
expenditures, total capital expenditures, and total maintenance expenditures)
and capital expenditures for primary and secondary roads have a one-way
directional relationship running from those road expenditures to the three
employment sectors (total, manufacturing, and service), since the estimated
F-values for these road expenditures are statistically significant at the 5-
percent and 1-percent levels of significance. On the other hand, there is no
reverse causation from the three employment sectors to road expenditures,
since the computed F-values are statistically not significant.

Also, maintenance expenditures for the two types of roads (primary
and secondary) and capital expenditures for local roads have a bi-directional

relationship to the three employment sectors, since the estimated F-values for
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both road expenditures and the three employment sectors are statistically
significant at the 5-percent and 1-percent levels of significance. In addition,
maintenance expenditures for local roads have no relationship to the three
employment sectors (total, manufacturing, and service), since the estimated
F-values for both road expenditures and the three employment sectors are
statistically not significant (see Table I and Figure 8).

The temporal aspect of this relationship seems to indicate that the
different road expenditures have a long-term effect on the three employment
sectors, since the estimated T-values are mostly statistically significant at the
five- and six-year lags. However, total maintenance expenditures and
maintenance expenditures for the three types of roads tend to have a shorter-
term effect on the three employment sectors. On the other hand, the
temporal effect of the three employment sectors (total, manufacturing, and
service) in triggering the different road expenditures is mostly immediate,
since the estimated T-values are statistically significant for the first year. Also,
the cumulative lag effect which measures the marginal benefit of our dollars
spent for road investment on employment growth is significant, since the
estimated F-statistics for the different road expenditures are statistically
significant at the 5-percent and 1-percent levels of significance. Furthermore,
the cumulative effects of the total road expenditures and capital expenditures
are more pronounced on the three employment sectors (see Table II).

In addition, the relative magnitude effect of total capital expenditures is
greater than the relative magnitude effect of total maintenance expenditures
on the three employment sectors. The relative magnitude effect of the capital
expenditures of the three types of roads is clearly greater than that for

maintenance expenditures on the three types of roads.



TABLE 1

DIRECTION OF THE CASUAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENT TO GROWTH AT THE STATE LEVEL

Tot . Emp.

EX - EM
EM = EX

Mfg. Emp.

EX= EM
EM = EX

Svc. Emp.

EX =» EM
EM = EX

Total Expenditures
Grand Capital  Maint.
F-val. Deci. F-val. Deci. F-val. Deci.
709 A 819 A 370 A
110 R 098 R 487 A
234 A 270 A 287 A
401 A 371 A 774 A
1046 A 1216 A 694 A
0.0003 R 104 R 168 R

F-critical(10,14) = 2.60
A 1 Accept causality hypothesis
R :: Reject causality hypothesis

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

Capital Expenditures
Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci.
790 A 274 A 336 A
074 R 09 R 803 A
230 A 253 A 1196 A
323 A 067 R 031 R
1232 A 507 A 739 A
042 R 073 R 004 R

Maintenance Expenditures

Primary
F-val. Deci.
420 A
928 A
837 A
137 R
600 A
080 R

Secondary
Feval. Deci.
226 A
048 R
333 A
046 R
023 R
036 R

Local
F-val. Deci.
0.11 R
044 R
037 R
044 R
046 R
037 R

g9
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TABLE I

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES ON EMPLOYMENTS TO GROWTH AT THE
STATE LEVEL

Road Expenditures vs. Employment

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand Capital ~ Maint.  Primary Secondary Local Primary Secondary Local
Total
laglength (2.7)7 (4.43)7 (12.25) (2.52)7 (3.74)7 (2.62)7 (2.33)4 (3.16)° (3.27)7
cuml.lag (79.02) (377.07)  (11.20) (826.40)  (44.64) (39.75) (32.71) (20.63) (402.89)
Mfg.Em.
laglength (2.42)2 (2.64)2 (2.20)1 (2.31)2 (4.93)7 (3.63)1 (5.41)1 (2.83)5 (5.21)5
cuml.lag (56.67) (126.32)  (5.0D) (92.89) (132.14) (42.10) (6.89) (7.84) (142.39)
Svc.Emp.
laglength (4.107  (4.30)7 (15.14)  (5.137  (3.23) (4.65) 714 (298)° (7.46)°
cumllag (140.52) (209.03) (5.88) (1096.21) (26.69) (42.66) (14.58) (25.16) (9.51)

F-critical(10,14) = 2.60

lag length = T-value; T-critical = 2.14
cumulative lag = F-statistics over the lag period.
Exponent = Represent lag length.
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DIFFERENT SPATIAL GROUPINGS

The relationship between the different road investments and the three
employment sectors, and its temporal effect at a lower level of aggrega‘tion,‘is
examined. Certain spatial groupings are analyzed: the Portland metro;‘politz‘m
counties versus the rest of the state's counties, urban counties versu:Ls rural
counties, interstate counties|versus non-interstate counties, coastal cc‘)unties
versus non-coastal counties, Oregon Department of Transportatidn five

\
designated regions, and the individual counties. Following are the results. |

Portland Metropqlitan Counties Versus the Rest of the State

At this level of aggregation, the results of the relationship between the
different road expendituresi and the three employment sectors sugg‘est the
following: First, the total road expenditures (grand total, total capitlal, and
total maintenance) have a one-way directional relationship runnin;g from
each of the three road expenditures to total and service employment g;rowth,
and a bi-directional relationship between each of the three tota1‘11 road
expenditures and manufacturing employment growth in the Portland
metropolitan counties . Second, in the rest of the state's counties, there:is a bi-
directional relationship between total road expenditures (grand total, total
capital expenditures, and total maintenance expenditures) and tol‘:al and
service employment growth, and no relationship between the thre‘ee road

’ |
expenditures and service employment growth (see Figure 9). |



E=] ROAD.EXP. «—» EMP.GROWTH
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Figure 9. Pattern of the relationship between the various road investments and employment to growth in
the Portland Metropolitan counties vs. the rest of the state counties. Source: Author
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The results of the relationship between capital investment for the three
types of roads (primary, secondary, and local) and the three employment
sectors suggest that capital expenditures for the three types of roads have a
one-way directional relationship running from each of the three road
expenditures to the three employment sectors in the Portland metropolitan
counties. The results for the rest of the state's counties suggest a bi-directional
relationship between road capital expenditures and total and manufacturing
employment growth, and no relationship between road capital expenditures
and service employment growth.

The results of the relationship between maintenance expenditures for
the three types of roads and the three employment sectors are mixed. But, the
general pattern suggests that maintenance expenditures for primary and
secondary roads have a one-way directional relationship running from those
two road expenditures to the three employment sectors in the Portland
metropolitan counties. In the rest of the state's counties, the results suggest a
bi-directional relationship between maintenance expenditures on primary
and secondary roads and the three employment sectors. In both groups,
maintenance expenditures on local roads have no relationship to the three
employment sectors (see Figures 15 and 16; and Table II and IV in Appendix).

The temporal aspect of this relationship seems to indicate that the total
road expenditures and capital investments on the three types of roads have a
long-term effect on the three employment sectors in both groups, while total
maintenance expenditures and maintenance expenditures on the three types
of roads have a short-term effect on the three employment sectors. In the case
where no relationship is identified, then there is no clear temporal effect . On

the other hand, the temporal effect of the three employment sectors is mostly
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immediate in triggering road investments. The cumulative lag effects of the
different road expenditures on the three employment sectors are mostly
statistically significantly. But, the temporal effect of the total road
expenditures and capital expenditures on primary and secondary roads is
more pronounced on total employment and service employment growth,
and in particular in the Portland metropolitan counties and on the total and
manufacturing employment growth in the rest of the state's counties.
However, the relative magnitude effect of total road expenditures and capital
expenditures in the three types of roads on employment to growth is much
greater than that for maintenance expenditures in the Portland metropolitan
counties. In the rest of the state counties, it is the other way around, the
relative magnitude effect of maintenance expenditures is much more

~

significant than that for capital expenditures (see Tables V and VI in
Appendix).

The major finding of this analysis is consistent with the finding of
Eagle and Stephanedes (1987), in which they concluded that state regional
centers are the biggest beneficiary of road investments, and employment

growth will benefit greatly from the various road investments in the state

regional centers.

Urban Counties Versus Rural Counties

At this level of aggregation, the results of the relationships between the
various road investments and economic development suggest that the total
road expenditures and capital expenditures on the three types of roads
(primary, secondary, and local) have a bi-directional relationship to total and
manufacturing employment growth in both groups. On the other hand, the

total road expenditures and capital investment on the three types of roads
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have a bi-directional relationship to service employment growth, with the
exception of the grand total road expenditure and capital investment on
primary roads, which have a one-way directional relationship running from
the two road expenditures to service employment growth in the urban
counties. In the rural counties, the results suggest no relationship between
the total road expenditures and capital expenditures on the three types of
roads and service employment growth (see Figure 10).

The results of the relationship between maintenance expenditures on
the three types of roads (primary, secondary, and local) and the three
employment sectors suggest that in both groups, maintenance expenditures
on primary roads have a bi-directional relationship to the three employment
sectors; however, maintenance expenditures on secondary roads have a one-
way directional relationship running from road expenditures to total and
service employment growth, and a bi-directional relationship to
manufacturing employment growth. Furthermore, maintenance
expenditures on local roads have no relationship to the three employment
sectors (see Figures 17 and 18; and Tables VII and VII in Appendix).

The temporal effect of this relationship seems to indicate that the total
road expenditures and capital expenditures on the three types of roads have a
long-term effect on the three employment sectors, and in particular on the
total and service employment sectors in the urban counties; however, the
total maintenance expenditures and maintenance expenditures on the three
types of roads have a short-term effect on the three employment sectors, with
the exception of the cases where there is no relationship between road

expenditures and employment growth.
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In these cases, the temporal effect is not very clear, and the estimated T-
values are mostly statistically not significant and sometimes have negative
signs. It appears that maintenance expenditures have a longer-term effect on
total and manufacturing employment growth in rural counties than in urban
counties. On the other hand, the temporal effect of the three employment
sectors on the different road expenditures is mostly immediate.

The cumulative lag effect of the different road expenditures on the
three employment sectors is statistically significant. Nevertheless, the
cumulative effect of the total road expenditures and construction
expenditures for thelthree types of roads on total and service employment
growth is highly significant in the urban counties. Also, the cumulative effect
of the total road expenditures and C(;nstruction expenditures on the three
types of roads is significant on manufacturing employment growth in rural
counties. However, the relative magnitude effect of total road expenditures
and capital expenditure on the three types of roads on employment growth is
much greater than that of maintenance expenditures in urban counties. In
the rural counties, on the other hand, the relative magnitude effect of
maintenance expenditures on employment growth is much more significant

than that for capital expenditures (see Tables IX and X in Appendix).

Interstate Counties Versus Non-Interstate Counties

At this level of aggregation, the results of t};e relationship between
road investment and economic development suggest that in the interstate
counties the total road expenditures have a bi-directional relationship to the
three employment sectors; however, in the non-interstate counties the total

road expenditures have no relationship to total and service employment
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growth, and a one-way directional relationship runs from the total road
expenditures to manufacturing employment growth.

The results of the relationship between capital investment in the three
types of roads and the three employment sectors suggest that, in the interstate
counties, capital expenditures on the three types of roads have a bi-directional
relationship to service employment growth. On the other hand, capital
expenditures on primary and local roads have a bi-directional relationship to
total employment growth, while capital expenditures on secondary roads
have a one-way directional relationship running from secondary road capital
expenditures to total employment growth. Also, capital expenditures on
primary roads have a bi-directional relationship to manufacturing
employment growth, but capital expenditures on secondary and local roads
have a one-way directional relationship running from the capital
expenditures for the two types of roads to manufacturing employment
gr«owth‘. In the non-interstate counties, capital expenditures on the three
types of roads have no relationship to total and service employment growth,
and a one-way directional relationship running from capital expenditures on
the three types of roads to manufacturing employment growth.

Therefore, the general pattern suggests that the total road expenditures
and capital expenditures on the three types of roads have a bi-directional
relationship to the three employment sectors in the interstate counties. In
the non-interstate counties, the pattern is that the total road expenditures and
capital expenditures on the three types of roads have no relationship to total
and service employment growth, and a one-way directional relationship

running from these road expenditures to manufacturing employment growth

(see Figure 11).
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In terms of the relationship between maintenance expenditures on the
three types of roads and the three employment sectors, the results suggest the
following. First, in the interstate counties, maintenance expenditures on
primary roads have a bi-directional relationship to total and manufacturing
employment growth. Maintenance expenditures on secondary roads have a
one-way directional relationship running from road expenditures to total and
manufacturing employment growth. Second, maintenance expenditures on
local roads have no relationship to total employment growth, a one-way
directional relationship running from maintenance expenditures on local
roads to manufacturing employment growth, and a bi-directional
relationship to service employment growth in the non-interstate counties.
Maintenance expenditures on primary and secondary roads have a bi-
directional relationship to total and manufacturing employment growth,
while maintenance expenditures on local roads have no relationship to total
and manufacturing employment growth. Also, maintenance expenditures
on the three types of roads have no relationship to service employment
growth (see Figures 19 and 20; and Tables XI and XII in Appendix ).

The temporal effect of this relationship seems to indicate that in the
interstate counties, the total road expenditures and capital expenditures on
the three types of roads have a long-term effect on the three employment
sectors, and in particular on the total and service employment sectors;
however, total maintenance expenditures and maintenance expenditures on
the three types of roads have a short-term effect on the three employment

sectors in the non-interstate counties.
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The temporal effect of the various road investments is short-term, and not
very clear in the cases wherei no relationship is found between road
investment and economic development. However, the total road
expenditures and capital expenditures on the three types of roads have a
longer-term effect on manufacturing employment growth. On the other
hand, in both groups, the temporal effect of the three employment sectors is
mostly immediate in triggering the different road investments.

The cumulative lag effect of the different road expenditures on the
three employment sectors is significant, but the cumulative effect of the total
road expenditures and capital expenditures on the three types of roads is more
significant on total and service employment growth in the interstate counties.
In the non-interstate counties, the cumulative lag effect of the different roads
on the three employment sectors is not significant, but the effect of the total
road expenditures and capital expenditures on the three types of roads is
significant on manufacturing employment growth.

However, the relative magnitude effect of total road and capital
expenditures in the three types of roads on employment growth is much
greater than that for maintenance expenditures in the interstate counties. In
the non-interstate counties, the relative magnitude effect of both capital
expenditures and maintenance expenditures is insignificant (see Tables XIII

and XIV in Appendix). |

Coastal Counties Versus Non-Cgastal Counties

At this level of aggregation, the results of the relationship between
road investment and economic development suggest that in the coastal
counties the total road expenditures and capital expenditures on the three

types of roads have a one-way directional relationship running from the road
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investments to the three employment sectors. In the non-coastal counties,

the total road expenditures and capital expenditures on the three typceés of

|
roads have a bi-directional relationship to total and manufacturing

employment growth, with the exception of capital expenditures on secondary
and local roads. These two road expenditures have a one-way directional
relationship running from the expenditures to manufacturing employin‘.ent
growth and capital expenditures on local roads, which have no relation;hip
to total employment growth. Also, in this group the total road expenditﬁres
and capital expenditures on the three types of roads have no relationshﬁ;& to
service employment growth (see Figure 12).

In terms of the relationship between maintenance expenditure on the
three types of roads and the three employment sectors, the results suggest that

\

in the coastal counties, maintenance expenditures have a one-way directional

relationship running from road expenditures to the three employm.ent

\
sectors. In the non-coastal counties, the results are mixed. Maintenance

expenditures on primary roads have a bi-directional relationship to the three
employment sectors, maintenance expenditures on secondary roads hELV‘"E a
one-way directional relationship running from road expenditures to the tl‘tree
employment sectors, and maintenance expenditures on local roads have no
relationship to the three employment sectors. |
Therefore, the general pattern suggests that in the coastal counties, the
total road expenditures, capital expenditures, and maintenance expenditures
on the three types of roads have a one-way directional relationship rumfling

|
from the various road expenditures to the three employment sectors.
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In the non-coastal counties, the results are mixed, but the general
pattern is that most of the different road expenditures have a bi-directional
relationship' to the three employment sectors (See Figures 21 and 22; and
Tables XV and XVI in Appendix).

However, it is worth noting that when Douglas and Lane counties are

xcluded from the costal group the results did not change very much for both
groups.

The temporal effect seems to indicate that in both coastal and non-
coastal counties, the different road expenditures have a long-term effect on
the three employment sectors. In the cases where there is no relationship
between the total road expenditures and capital expenditures on the three
types of roads and service employment growth, the temporal effect on service
employment growth is not quite clear. On the other hand, the temporal effect
of the three employment sectors is mostly immediate. The cumulative lag
effect of the different road expenditures on the three employment sectors is
significant, land the cumulative effect of the total road expenditures and
capital expenditures for the three types of roads is especially significant on
total and manufacturing employment growth. Also, in both groups, the
relative magnitude effect of total road expenditures and capital expenditures
in the three types of road on employment growth is much greater than that

for maintenance expenditures (see Tables XVII and XVIII in Appendix).

Qregon Department of Transportation's Designated Five Regions

At this level of aggregation, the results of the relationship between
road investments and economic development suggest than regions 1, 2, 3,
and 5, have a one-way directional relationship running from the total road

expenditures to the three employment sectors. However, in region 4, no
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relationship can be identified between the total road expenditures and the
three employment sectors (see Figure 13).

In terms of the relationship between capital expenditures on the three
types of roads 'and the three employment sectors, the results suggest the
following. First, capital expenditures on primary and secondary roads have a
one-way directional relationship running from the two road expenditures to
total and service employment sectors in regions 1, 2, 3, and 5, and there is no
relationship between capital expenditures on the three types of roads and total
and service employment growth in region 4. Second, capital expenditures on
local roads have a bi-directional relationship to total employment growth in
regions 1, 2, 3, and 5, a bi-directional relationship to service employment
growth in regions 2 and 3, and no relationship to service employment growth
in regions 1 and 5. |

Also, the relationship between capital expenditures on the three types
of roads and manufacturing employment growth gives mixed results. First,
capital expenditures on primary roads have a bi-directional relationship to
manufacturing | employment growth in regions 1 and 4, and a one-way
directional relationship running from road expenditures to manufacturing
employment growth in regions 2, 3, and 5. Second, capital expenditures on
secondary roads have a one-way directional relationship running from road
expenditures to manufacturing employment growth in regions 1, 4, and 5,
and a bi-directional relationship to manufacturing employment in regions 2
and 3. Third, capital expenditures on local roads have a one-way directional
relationship running from Iroad expenditures to manufacturing employment

growth in regions 1 and B, a bi-directional relationship to manufacturing
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employment in region 2, and no relationship to manufacturing employment

|
in regions 4 and 5.

The results of the relationship between maintenance expenditures on
the three types of roads and the three eﬂnployment: sectors suggest the
following. First, maintenance expenditures‘ on primary roads have a bi-
directional relationship to the three employment sectors in all regions.
Second, maintenance expenditures on seC(‘mdary roads have a one-way
directional relationship running from ro.;ad expenditures to the three
employment sectors in regions 1, 2, 3, and S,iand no relationship to the three
employment sectors in region 4. Third, maintenance expenditures on local
roads have a one-way directional relaftionship running from road
expenditures to total employment growth in regions 1, 3, and 5, and no
relationship to total employment in regions 2 and 4. Maintenance

expenditures on local roads have a one-way directional relationship running

from road expenditures to manufacturing employment growth in regions 1
. . .| . .
and 3, and no relationship to manufacturing employment growth in regions

2, 4, and 5. Maintenance expenditures 01‘.1 local roads have a one-way

directional relationship running from road expenditures to service
. . - . .
employment growth in region 3, and no relationship to service employment

\
growth in regions 1, 2, 4, and 5.

Therefore, the relationship holds at the aggregate level when it
demonstrates that road expenditures tend to lead to employment growth in
regions 2, 3, and 5. Once we move down to the different relationships of the

primary, secondary, and local levels, the results are mixed (see Figures 23 - 27

and Tables XIX ~ XXIII in Appendix).
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The temporal effect for the investment seems to indicate that the
different road expenditures,|in particular primary and secondary road
expenditures, have a long-term effect on the three employment sectors in
regions 1, 2, 3, and 5. In region 4, since there is no relationship between road
expenditures and the three employment sectors, the temporal effect is not
quite clear. On the other hand, the temporal effect of the three employment
sectors on the different road expenditures is mostly immediate. The

|
cumulative lag effect of the different road expenditures on the three

employment sectors‘; is significant. Nevertheless, the cumulative effect of the
total road expendittllres and capital expenditures on the three types of roads is
more significant, in particular in regions 1 and 5. Also, in regions! 1 and 2, the
relative magnitude effect of total road expenditures and capital expenditures
in the three types of roads on employment growth is more significant than
that for maintenanc‘:e expenditures. On the other hand, in regions 3, 4, and 5,
the relative magﬁitude effect of both capital road expenditures and
maintenance road‘ expenditures is not very significant and not much
difference can be observed between the two (see Tables XXIV i— XXVIII in

Appendix).

County-Level Relationship |

At this level of spatial disaggregation the results are mixed, and no
|

systematic pattern can be identified. For example, in Multnomah, Clackamas,
\
Washington, Linn, Coos, Baker, Malheur, Umatilla, and Union counties,

total road expenditures have a one-way directional relationship that runs

from total road expenditures to total employment growth. In the other

counties, the relationship is quite different. Some havel a bilateral

. . | . .
relationship, some have no relationship, and some have| a one-way
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directional relationship that runs from total employment to total road

expenditures (see Figure 14).
CONCLUSION

The primary objective of this study has been to analyze the dynamic
impact of road investment on economic development. The main question
this research is designed to address is a) the general relationship between the
various road investments and economic development, b) dynamic effect in
the State as a single geographic unit, as different spatial groupings, and at the
county level.

One of the major knowledge gaps in the field of economic
development concerns the effect of road investments on economic
development. Earlier, the linkage between road investments and economic
development was taken for granted and many large-scale projects were built
with relatively little analytic effort. The present study is an attempt to
determine the causal relationship between road investment and economic
development, and its time-lag effect in Oregon. The principal findings are
that:

1. The level of aggregation is of great importance in determining
the causal relationship between road investment and economic
development.

2. At higher levels of aggregation, such as the state as one
geographic unit, a more direct relationship from road investment to

economic development is observed.
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3. Lower levels of aggregation, such as the individual counties as
separate geographic units, produce mixed results regarding the causal
relationship between road investment and economic development.

4, We cannot rely on the results of the different spatial groupings,
and the county level as a project or a policy guide. However, the state results
generally seem to indicate that a one-way directional relationship runs from
the various road investments to growth in the three employment categories.

5. The type of road investment and type of road do influence
economic development, and in particular capital expenditures on primary
and secondary roads have a great impact on economic development in the
region.

6. The temporal effect of this investment indicates that the total
road expenditures and capital expenditures for the three types of road have a
longer-term effect on employment growth than maintenance expenditures
have.

7. The cumulative lag effect of the total road expenditures and
capital expenditures for the three types of roads is more pronounced and its
relative magnitude effect is greater on the three employment sectors than is
the comparable effect of the maintenance expenditures in most spatial
groupings.

The empirical findings of this research can be interpreted in many
different ways. However, it is important to stress the fact that transportation
investment usage as a criterion for economic development at the state and
regional level is well supported. Even though this research has highlighted
the complexity of this dynamic relationship, it clearly pinpointed the direct

and strong relationship between road investment and economic
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development at the state level. The interpretation of this finding is in total
agreement with the previous works that have stressed the top-down
approach as the way to allocate resources to transportation and other sectors
of the economy.

This research additionally highlighted the limitation of using the
aggregate approach as a means of allocating resources at the local level, such
as the sub-state and county level. At this level, other techniques, such as cost-
benefit analysis, can be more useful in examining the impact of road
investment on economic development. Such techniques are disaggregate in
nature and more focused, and thus, would be more useful in studying this
relationship at the lower end of analysis. This approach can be
complementary to the aggregate approach used in this particular research.

In addition, this research highlighted the real dynamic effect of road
investment on economic development. It also demonstrated the dynamic
effect of each type of expenditure (construction and maintenance) and each
type of road (primary, secondary, and local) on employment to growth. It also
explains how the various road expenditures impact employment to growth as
the unit of analysis changes. However, the finding of this research clearly
pointed out that construction expenditures in the primary and secondary
roads is more effective in triggering employment to growth in this region,
and its effect is long lasting.

Despite the fact that both industries, to a certain extent, have benefited
from the various road investments, the findings of this research highlighted
how each type of industry is effected by the various road expenditures. It was
very clear that total employment and service employment is the greatest

beneficiary from the various road investments, especially at the state level
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and the Portland metropolitan counties.| This coincides with the general
trend for the nation as a whole where most industries are moving away from
a manufacturing to service-oriented base.

Furthermore, the interpretation ofi the above findings enhance our
understanding of this dynamic relationship. It also offers more insight into
the theories and empirical works of transportation investment and economic
development.

Overall, the study of the impact of the various road investments on
employment growth in the three sectors has demonstrated the complexity of
the relationship. The results lead to a conclusion that the level of geographic
aggregation is of great importance in determining the directionality of this
relationship. In other words. the different spatial groups have greatly affected
the directionality of this relationship. | At a higher level of geographic
aggregation, the results of the study tend to support the anticipated outcome
that the different road expenditures cause employment growth in the three
economic sectors. Also, the various road iinvestments, in particular the total
road expenditure, and capital expenditures for the three types of roads tends
to have a significant long-term effect on employment growth in the three
economic sectors. On the other hand, at the other end of the analysis, the
disaggregate, level on the county level the results tend to be mixed, and a
great discrepancy has been observed. This finding is in agreement with the
findings of Aschauer (1990) and Montgomery et al. (1989), which argue that at
the aggregate level the relationship between road investment and economic
development is more direct, while at a lower level of geographic aggregation
it becomes very difficult to determine. |

This analysis also shows that the different spatial groupings have
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demonstrated different relationships. For instance, when Portland
metropolitan counties as one group are examined against the rest of the
state's counties as another group, the results show that in most cases in the
Portland metropolitan counties group the relationship is direct and runs
from road expenditures to employment growth in the three economic sectors;
however, in the rest of the state's counties as another group the relationship
is bi-directional for most of the different road expenditures, with employment
growth in the three employment sectors. This finding is in agreement with
the finding of Eagle and Stephanedes (1987), which contends that the state
regional centers are the biggest beneficiary of road investment and the
relationship is more direct and clearer.

In another instance, when urban counties as one group are examined
against the non-urban counties as another group, the results show a bi-
directional relationship between the total road expenditures and capital
expenditures for the three types of roads and total and manufacturing
employment growth in both groups. However, in the urban counties as one
group, service employment growth has a bi-directional relationship to the
total road expenditures and capital expenditures for the three types of roads.
In the non-urban counties, service employment has no relationship to the
total road expenditures and capital expenditures for the three types of roads.

The overall conclusion is that the different spatial grouping present
different directional relationships. Nevertheless, the general pattern for most
spatial groupings tends to suggest either a one-way directional relationship
running from road investment to economic developmenf or a bi-directional
relationship. No findings support the hypothesis that employment growth

causes road expenditures, with the exception of very few cases, especially at
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the lower end of the analysis at the county level, where the resuits are highly
discrepant and mixed. |

Finally, the time-lag effect, measured by lag length and cumulative lag
effect of the different road investments, changes as the level of aggregation
changes, although the general p‘vattem seems to indicate that the total road
expenditures and capital expendi:‘tures for the three types of roads, particularly
primary and secondary roads, ha‘ve a long-term effect on employment growth
in the three economic sectors (total, manufacturing, and service
employment). However, the resu‘lts for the urban counties as a group and the
interstate counties as another group Iseem to suggest that total as well as
manufacturing employment groxjvth benefit greatly from the road investment
overall; these results are consistent with the findings of previous researchers
(Carlino and Mills, 1987; Wheat,i 1969; and Shafran and Wegmann, 1969). In
the Portland metropolitan counties as a group and the coastal counties as
another group, the results indicate Ithat total, and in particular service,
employment growth is the bigl‘gest beneficiary of road investments. This
finding is consistent with the finc&ings of Briggs (1981; 1983).

In terms of employment érowth in the three economic sectors (total,
manufacturing, and service), the temporal effect is immediate and mostly
statistically significant at the con‘currer‘\t period. However, the cumulative lag
effect of most road expenditu‘res is statistically significant in triggering
employment growth in the three economic sectors. But the total road
expenditures and capital expenditures for the three types of roads, particularly

|
primary and secondary roads, have the greatest effect on employment growth.
|



CHAPTER VI

DISCUSSION AND CONCLUSIONS
\

This study of the effect of road investment on economic development
in Oregon aids our under:‘;tanding of the dynamic relationship between the
different road investments and employment growth in the three economic
sectors (total, manufacturi‘ing, and service employment). Huge amounts in
investments have been spe:‘nt on roads without clear knowledge of the impact
on economic development‘ in the region. Scholarly work has speculated on
the impact of road investment on economic development, without a basic
understanding and a clear-cut theory. Findings from this study, and
hopefully others related tolit, will help fill this void.

In addition, the analysis provides some new insights about this
dynamic relationship. Alsio, the research supports other research in this field
that argues that the rela‘tionship between transportation investment and
economic development is c‘)bscure and not clearly understood.

These ideas are con;;idered further, beginning with a discussion of the
generalizability of the stud.y, followed by theoretical implications, then policy

|

implications, and ending with research limitations, topics which need further

|
research and a final conclusion.
\

GENERALIZABILITY OF THE STUDY

As noted in the previous chapters, the Oregon case is unique. On the

one hand, the Oregon Department of Transportation, and in particular its
|
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Highway Division, is one of the early leaders and the state is one of the early
pioneers of road development in the nation. On the other hand, Oregon
economics is fluctuating, less stable, and more sensitive to national economic
trends than are other states due to its dependence on natural-resource
industries. The state, .generally speaking, spends less on economic
development programs than other states in the country. Recently, Oregon's
economy was hit hard by the recession in the nation's economy. Thus,
Oregon is the case of a state that spent a lot in the early years to develop an
integrated network of roads, which is now hard-pressed to maintain and/or
expand as a result of the deteriorating economic conditions and declining
revenue sources. It currently is not possible to draw any definite conclusions
about the generalizability of this study's results to other regions, due to the

varying economic conditions and levels of road development in other

regions.
THEORETICAL IMPLICATIONS

The relationshipl between road investment and economic
development has never been clearly established. Researchers with interest in
this area have always disagreed and speculated about the role of road
investment on economic 'development. Also, no clear-cut theory has ever
presented itself to guide iresearchers on this subject. Although historically
transportation investments have played a great role in the development of a
region, early classic location theories of Hoover, Losch, and Isard indicate that
low-cost transportation has a great impact on the pattern and distribution of
activities in space, thereby affecting economic development. Recently this

contention has been disputed and the effect of road investments in the
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regions of a highly developed country like the United States needs further
examination.  Although traditional theories are elegant, it may be
questidnable whether they are relevant today. Filling in these theoretical gaps
is beyond the scope of this study, but some insights have been given.

Regarding the questions addressed in this research, the findings of this
study provide limited empirical support for the concept that road investment
causes economic development. The idea that road investment, and more
generally transportation investment, has a central effect on economic
development was still under question before this study and will continue to
be afterwards. In this study, an examination of the relationship between the
different road expenditures and employment growth in the three economic
sectors for the different spatial groupings gives a different result. As the level
of geographic aggregation changes, the dynamic relationship changes too.

In this study, the research paradigm serves as a valid model on the
basis of how to examine and investigate the dynamic relationships between
road investment and economic development. This model offers a
longitudinal examination of this relationship, which can offer a better
understanding of the relationship than a one short cross-sectional study
would. In other words, the relationship between road investment and
economic development is dynamic. Thus, a longitudal study of the effect of
road investment on economic development would capture the long-term
effect and the change in the level of road investment on this relationship,
especially as Payne-Maxie (1980) indicated,because most of the previous short-
term studies were misleading and inaccurate in evaluating long-term effect.

There remains a need for a model that can account for the other factors

that influence regional economic development. Perhaps a model that
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investigates this dynamic relationship should incorporate factors that
contribute to economic development, such as the cost and availability of land,
labor, and capital; relative tax rates; and availability of services and other
necessary infrastructure. Finding the right measures of these factors of
economic development, and finding the consistent time-series data for a
small geographic unit, is a difficult task, but not an impossible one. This
further illustrates the complexity of involving other economic development
factors, and demonstrates the need for further investigation of this

relationship.
POLICY IMPLICATIONS

The effect of road investment on economic development, and the
desire of state and local governments to ascertain the definite impact of this
investment on this region's economic development, will continue to be an
important topic for researchers and policy makers. State and local
government policy makers and transportation planners will continue to
encourage and promote the development and maintenance of quality
highways and bridges, and a highly integrated network of roads. The aim of
this investment is to keep the system safe and cost-effective, and provide
efficient access throughout the state. Such a system will enhance the region's
competitive advantage and attract new industries and economic activities by
improving accessibility. Oregon's limited funds have limited the state's
spending on economic development programs, especially on programs that
enhance the state's position as an industrial site, tourist destination, and
foreign investment site. It is clearly stated by th City Club of Portland (1987)

report, Forbes (1990), and others that Oregon's well-built and maintained
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network of roads is just one part of the infrastructure supporting future
economic development, but it is a very central one. Furthermore, developing
new development requires coordination among the elements of that
infrastructure to move people, goods, and products in every area of the state.

Oregon's biggest public investment today is at great risk. State
highways are aging, bridges are deteriorating more rapidly, and traffic exceeds
capacity on many state roads. Essential maintenance and construction work
has been delayed because of inadequate funding. Oregon's inadequate
funding is preventing the expansion of roadway system, resulting in greater
maintenance, repair, and moderation work to be differed. The net result is
growth of a backlog of work as well as a need to face higher costs and
increased revenue resources in the future.

From the results presented in this study, it is clear that the relationship
between road investment and economic development is a complex one, and
no clear end conclusion can be drawn. Also, the nature of this relationship
varies from one region to another, and also within each region, depending on
the economic environment and other economic development factors.
However, this research has demonstrated that the level of aggregation is
central in determining the direction of this relationship. At the aggregate
level, the state as one geographic unit, road investment has a positive impact
on economic development in this region. In particular, total road
investments and capital expenditures on primary and secondary roads have a
one-way directional relationship running from the road expenditures to the
three employment sectors (total, manufacturing, and service), and the effect

of the investment is long-term.
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Since most resource allocation decisions occur at the higher levels of
government, the implication of this research would support those policy
makers and transportation planners using transportation investment as a
criterion for economic development at the regional and national level.
Conversely, this study does not support the use of economic development as
a criterion for transporation investment at the sub-state and county level. At
those lower levels, a disaggregate technique, such as cost-benefit analysis,
would be more useful in measuring the impact of this investment on
economic development. In particular, at this stage the issue is not a llocation
of resources; rather it is more a matter of prioritizing among alternative
projects. It is also worth noting that at the sub-state level of spatial groupings,
and in particular Portland metropolitan counties, a strong relationship
between highway investment and economic development was demonstrated.
This is can probably be attributed to the fact that all the other components of
development are in place in the regional centers in comparison to other
regions.

The results of the different spatial groupings are mixed. In the
Portland metropolitan counties versus the rest of the state's counties, the
results suggest that Portland metropolitan counties are the biggest beneficiary
of road investment, and thatithe relationship between road investment and
economic development is strong and direct. This {finding is consistent with
the fact that the state's economic development is concentrated in the
population areas of the Portland metropolitan counties.

Another implication of this study is that both manufacturing and
service industries have benefited from road investment, although the

disagreement and speculation on the type of industry that benefits most from
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road investment persist among: academics and policy makers. This is

: ! _
complicated more by the fact that Oregon's economy is just like the rest of the
| |
nation's economy in shifting from goods-producing (manufacturing) to

|
service-producing (non-manufacturing). |
|

The result:‘s of this study did not support the thesis that maintenance
| \

expenditures have a strong relationship to economic development, nor that
| \

maintence has a long-term effect. This finding implies that investment in

maintenance is not sulfficient to trigger greater employment growth in this
region. It is clé:arly \L"lnderstood\ that the state is juggling with its limited
resources, but nlnainbe:‘nance of the biggest public investment in the state
should receive ."a fair‘share, especially because maintenance employment

|
tends to be more premanent than the other employment, and its trickle-down

effect on the region is/long-lasting. |

RESEARCH LIMITATIONS

This study attempted to overcome some of the shortcomings other
| \
research has encountered. To investigate the relationship, the time-series

| |

analysis is used instead of the commonly used and frequently criticized cross-
| |

sectional method. Using this method limited our choices of measurements,

|

in particular our economic development measure. Some argue that income
| |

or population is a much better imeasure of economic development in the

. ! ! . . e e aepps
region. However, the problem with other measures is that it is difficult to

|
find a good consistent set of data for the long period of time without

\ !
tabulation and calculation, especially at the disaggregate level of analysis.
| |
Also, it is frequently documented in the transportation and economic

|
development literature that other factors of economic development are as
| |
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important as transportation investment. It is, thus, recommended that a
better method of control for the other intervening development factors
should be explored in future research, considering the extreme difficulty of
finding consistent time-series data and accurate methods of measuring
development factors. Previous research (Carlino and Mills, 1987; Wilson,
Stevens, and Holyoke, 1977) found that transportation investment, and in
parti:cular highway investment, had a secondary role when other
developmeni variables were held constant. However, the criticism of these
studies and others that try to control the effects of economic development
variables is that these studies are cross-sectional in nature. Therefore, a
snapshot study of one or two periods may not reflect the real development
trends in the dynamic relationship in this region, and the results of the

previous studies are rendered highly inconclusive.
SUGGESTIONS FOR FURTHER RESEARCH |

Clearly, the greatest need is for more studies on the effect of road
investment on economic development in other places. These studies would
enhance our understanding of the dynamic relationship, and determine
whether the results of this case study are unique to Oregon or generally
applicable.

Overall, there are several research issues that deserve further attention.
First, the dynamic causal relationship between road investment and
economic development is still unsettled and further research is required,
especially on local and project levels. Second, the process of county
assortment into different spatial groups is relatively random, although clues

from the literature and previous studies have indicated that certain
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groupings such as urban, metropolitan, and interstate counties may present a
different relationship than the rest of the state's counties do. Therefore, a lot
of overlapping among the different groupings may make it difficult to
generalize. Thus, it is advisable to develop more rigorous and systematic
criteria for studying this relationship.

Finally, although this research is restricted to Oregon counties, it would
be informative to investigate:this relationship in other states that have
similar economic conditions as well as investments levels, to extend the
results and explain the dynamic relationship between road investment and
economic development at a different regional level so that comparisons can
be made. Overall, potential research should examine all the possibilities that

can increase our understanding of this complex relationship.

CONCLUSION

Oregon’s road network is a critical part of the state's infrastructure,
linking cities and counties within the state to each other and to the rest of the
nation. Also, it is predicted that transportation in Oregon will increase at 2.5
percent per year, and automobiles and heavy truck traffic will increase at an
even higher rate. Furthermore, rail line abandonment throughout the state is
rising, adding to the increased use of trucks for freight movement. As a
result, the heavy-haul capability of the state's road network needs
enhancement to handle this increase in truck traffic as well as the increase in
automobile usage. Since Oregon's population is increasing at a rapid rate, a
stronger economic development is predicted. The result of this development

will be is greater demand on the state's highway and road network system.
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Nevertheless the empirical findings of this research cannot strongly
support the argument that road investment leads to e‘economic development,
especially at the disaggregate level. However, the research does prove one
thing, that overall the relationship between road invl'estment and economic
development is either a one-way directional relationship running from road
investment to economic development or a bi-directional relationship, and no
reverse causation is found, especially at the more ‘aggregate level. It is
apparent that greater road investment is needed in this region. But, it is the
challenge of future research to precisely pinpoint Jthe link between road

. . |
investment and economic development.
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APPENDIX

TABLES AND FIGURES REPRESENTING THE DIRECTIONALITY, AS
WELL AS THE TEMPORAL ASPECT, OF THE RELATIONSHIP
BETWEEN THE VARIOUS ROADS EXPENDITURES
AND THE THREE EMPLOYMENT SECTORS
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Figure 15. Direction of the Causal Relationship Between the Various Roads Investments with Employments
to Growth in the Rest of the State Counties.
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to Growth in the Portland Metropolitan Counties.
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TABLE I

DIRECTION OF THE CAUSAL RELATIONISHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENTS TO GROWTH AT THE PORTLAND METROPOLITAN COUNTIES

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand  Capital  Maint. Primary Secondary  Local  Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci.

Tot. Emp.
EX-+EM 709 A 819 A 370 A 790 A 274 A 336 A 420 A 226 A 011 A
EM=EX 110 R 098 R 487 A 074 R 090 R 803 A 928 A 048 R 04 R
Mfg. Emp.
EXEM 234 A 270 A 287 A 230 A 253 A 1169 A 837 A 333 A 037 R
EM=EX 401 A 371 A 774 A 023 R 067 R 031 R 137 R 046 R 044 R
Svc. Emp.
EX-EM 1046 A 1216 A 694 A 1232 A 507 A 739 A 600 A 023 R 046 R
EM=EX 00003R 104 R 168 R 042 R 073 R 004 R 080 R 036 R 037 R

F-critical(10, 104) = 1.91
A i Accept causality hypothesis
R :: Reject causality hypothesis
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TABLE IV

DIRECTION OF THE CASUAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENT TO GROWTH AT THE REST OF THE STATE COUNTIES

Direction of Causality
Road Expenditures(EX) vs. Employment (EM)

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand  Capital = Maint. Primary Secondary  Local Primary Secondary Local

F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val.
Deci.

Tot . Emp.

EX-EM 1202 A 1572 A 1275 A 708 A 4770 A 4014 A 2426 A 4784 A 491 A
EM=EX 373 A 216 A 519 A 061 R 134 R 4562 A 4566 A 028 R 044 R
Mfg. Emp.

EX-*EM 383 A 560 A 375 A 250 A 1761 A 88 A 2052 A 2052 A 112 R
EM-EX 1534 A 1082 A 1755 A 473 A 1224 A 1049 A 6627 A 266 A 013 R
Svc. Emp.

EX--EM 051 R 024 R 017 R 015 R 037 R 011 R 253 A 059 R 020 R
EM=EX 023 R 041 R 015 R 037 R 081 R R

016 R 019 R 042 R 075

F-critical(10, 974) = 1.83
A :: Accept causality hypothesis
R :: Reject causality hypothesis
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TABLE VI

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES ON EMPLOYMENTS TO GROWTH IN

THE REST OF THE STATE COUNTIES

Road Expenditures vs. Employment

Total Expenditures

Capital Expenditures

Grand Capital Maint.  Primary Seconday Local

Total
laglength (5.27)6 (5.32)6 4.71)7 (3.55)6
cumllag (111.09) (209.86)  (446.30)  (83.70)

Muf.Emp
laglength (5896 (5706 (5186  (4.02)6
cumllag (217.88) (330.19) (878.56)  (143.74)

Sev.Emp.
laglength (-0.65)*  (-0.48) (-121)"  (-0.58)"
cumllag (0.58)*  (0.15)*  (0.71)*  (0.18)"

F-critical(974,10) = 1.83

lag length = T-value; T-critical = 1.96

cumulative lag = F-statistics over the lag period.

* = F-Statistics not Significant at 5% Significance Level.
Exponent = Represent lag length.

(8.13)6
(632.49)

(6.52)6
(780.96)

(0.48)*
©.11)*

(10.13)5
(1428.52)

(8.78)6
(2077.39)

0.78)*
(0.29)"

Maintenance Expenditures

Primary Seconday Local

(3.45)7
(308.72)

(531.33)

(5.39
(2.00)

(7.00)6
(6.85)

(5.47)6
(417.82)

(-0.84)*
(5.02)

(2.08)5
(13.87)

(1.76)*
(8.52)

(1.12)"
(31.39)
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TABLE V

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES ON EMPLOYMENTS TO GROWTH AT THE
PORTLAND METROPOLITAN COUNTIES

Road Expenditures vs. Employment

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand Capital = Maint. Primary Secondary Local Primary Secondary Local
Total
lag length (3.54)6 (3996  (6.26) G716 (262)6 4916  (7.08) (2.86) (-1.09)
cumllag (67.47) (227.06)  (24.29) (23451) (1110 (239.64)  (32.94) (7.17) (1.80)*
Mfg. Emp.
lag length (2.08)6  (2.35) (4.85) (2.03)6  (2.61)6 (3455  (5.39) (2.20) (-1.14)
cuml.lag  (56.88) (182.36)  (13.35) (176.81)  (22.91) (180.35)  (17.85) (2.91) (2.17)
Sve. Emp.
lag length (4.07)6 (4.53) (6.96)1 (4.41)6 (2.72)° (5.32) (7.98) (-3.23) (-1.13)
cuml.lag (64.43) (178.24)  (28.27) (186.73)  (13.67) (212.97)  (39.40) (3.97) (2.03)

F-critical(10, 104) = 1.91

lag length = T-value; T-critical = 1.97

cumulative lag = F-statistics.over the lag period.

* = F- Statistics Not Significant at 5% Significance Level.
Exponent = Represent lag length
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TABLE VII

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMLOYMENTS TO GROWTH AT THE URBAN COUNTIES

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

Total Expenditures Capital Expenditures Maintenance Expenditures
Grand Capital ~ Maint.  Primary Secondary  Local Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci.
Tot . Emp.
EX=EM 1215 A 1523 A 762 14.78 0.32 R 325 A 1283 A 267 A 014 R
EM=EX 266 A 249 A 94 2.28 127 R 1184 A 758 A 039 R 073 R
Mfg. Emp.
EX->EM 395 A 502 A 222 4.76 0.11 R 272 A 555 A 228 A 034 R
EM=EX 741 A 695 A 1488 5.81 0.29 R 2151 A 818 A 256 A 06 R
Svc. Emp.
EX=>EM 1872 A 2275 A 1414 22.51 835 A 013 R 1262 A 194 A 055 R
EM=2EX 013 R 316 A 416 0.73 7.53 R 158 R 612 A 094 R 062 R

F-critical(10, 224) = 1.83
At Accept causality hypothesis
R :: Reject causality hypothesis
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TABLE VII

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENT TO GROWTH AT THE RURAL COUNTIES

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand Capital ~ Maint. Primary Secondary  Local Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci.

Tot . Emp. o

EX-EM 862 A 1222 A 1160 A 1035 A 279 A 779 A 4495 A 5132 A 1054 A
EM=EX 75 A 419 A 48 A 260 A 6.68 A 417 A 6462 A 060 R 055 R
Mfg. Emp.

EX-EM 248 A 245 A 294 A 251 A 217 A 216 A 1655 A 1537 A 154 R
EM-EX 1712 A 1178 A 1355 A 829 A 1251 A 5559 A 5078 A 727 A 017 R
Sve. Emp.

EXEM 023 R 019 R 018 R 013 R 043 R 042 R 355 R 055 R 099 R
EM=EX 024 R 042 R 013 R 037 R 012 R 1.9 R 034 R 060 R 08 R

F-critical(10, 824) = 1.83
A i Accept causality hypothesis
R : Reject causality hypothesis
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TABLE IX

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES ON EMPLOYMENTS TO GROWTH AT
THE URBAN COUNTIES '

Road Expenditures vs. Employment
Total Expenditures Capital Expenditures Maintenance Expenditures

Grand Capital ~ Maint.  Primary Seconday Local Primary Seconday Local

Total
laglength (4.80)6 (5.30)6 (3.86) (4.95)6 (-2.72) (4.42)6 (7.77) (2.72) (-1.45)
cumllag (122.65) (417.90) (31.89) (409.82) (2.67) (231.22)  (41.45) (12.00) (2.00)

Muf.Emp
laglength (3.14)6 (3.44)6 6.12) (3.12)6 (0.42) (3.49)° (6.67) (-1.43) (-1.37)
cumllag (119.25) (368.11) (36.12) (330.17)  (0.16)* (223.60)  (41.24) (0.86)* (2.34)

Sev.Emp.
laglength (5.44)6 (6.02)6 (7.15) (5.76)6 (-2.21) (5.20)6 (8.54) (-3.49) (-1.47)
cuml.lag (87.68) (338.20) (29.19) (338.47) (5.27) (225.37)  (41.96) (2.93) (2.10)

F-critical(10,224) = 1.83

lag length = T-value; T-critical = 1.96

cumulative lag = F-statistics over the lag period.

* = F-Statistics Not Signifacant at 5% Signiface Level.
Exponent = Represent lag length.
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TABLE X

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES ON EMPLOYMENTS TO GROWTH AT THE

Total
lag length
cuml.lag

Muf. Emp.

lag length
cuml.lag

Sev. Emp.
lag length
cuml.lag

F-critical(10, 824) = 1.83

RURAL COUNTIES

Road Expenditures vs. Employment

Total Expenditures
Grand Capital  Maint.
(5.06)7 4.77)7 (3.69)7
(91.21) (154.35)  (474.38)
4.62)7  (4.43) (3.56)6
(148.38) (212.93) (568.74)
(-0.60)  (0.40) (-1.27)
(0.13)" (0.79)* (1.25)

lag length = T-Value; T-Critical = 1.96
cumulative lag = F-Satistics.over the lag period.
* = P-Statistics Not Significant at 5% Significance Level.

Exponent = Represent lag length.

Capital Expenditures

Primary Secondary Local

(4.38)7 (2.93)6 (5.76)6
(109.82)  (107.93) (467.53)

(4.00)7 (2.64)6 (5.84)6
(149.64) (153.92) (578.38)

(-0.56) 0.27) (1.16)
(0.12)* (0.59) (0.22)"

Maintenance Expenditures

Primary Secondary Local

(3.95)4 (5.81)7 (2.52)
(312.21) (25322)  (31.43)

(4.36)4 (5.12) (1.95)
(102.33) (41242)  (18.15)

(-1.08) (-0.83) (-0.11)
(2.58)" (0.87)" (0.78)"
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Exgﬁg?r%FREs TOTAL CAPITAL MAINTENANCE
EXPENDITURES EXPENDITURES EXPENDITURES
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Note: T = Total Employment; M = Manufacturing Employment; S = Service Employment.

Figure 19. Direction of the Causal Relationship Between the Various Roads Investments with Employments
to Growth in the Interstate Counties.
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Note: T = Total Employment; M = Manufacturing Employment; S = Service Employment.
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Figure 20. Direction of the Causal Relationship Between the Various Roads Investments with Employments
to Growth in the Non-Interstate Counties.
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TABLE XI

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND

EMPLOYMENT TO GROWTH AT THE INTERSTATE COUNTIES

T 8 O o W W9 i)

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand  Capital = Maint.  Primary Secondary  Local  Primary Secondary  Lecal

F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Decdi.

Tot . Emp.

EX=EM 727 A 2276 A 1037 A 1925 A 274 A 1200 A 2664 A 3.99 A 025 R
EM-EX 1125 A 1086 A 2672 A 1034 A 0.90 R 2552 A 2036 A 0.50 R 08 R
Mfg. Emp.

EX->EM 398 A 616 A 280 A 466 A 210 A 5247 A 2267 A 276 A 312 A
EM=EX 2426 A 2177 A 3543 A 1796 A 0.1 R 094 R 2845 A 031 R 055 R
Svc. Emp.

EX=>EM 2974 A 3690 A 2079 A 2194 A 337 A 216 A 3337 A 200 A 2253 A
EM=EX 311 A 514 A 1565 A 1549 A 263 A 38 A 315 A 232 A 1412 A

F-critical(10, 524) = 1.83
A it Accept causality hypothesis
R :: Reject causality hypothesis
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TABLE XII

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENTS TO GROWTH AT THE NON-INTERSTATE COUNTIES

Direction of Causality
Road Expenditures(EX) vs. Employment (EM)

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand Capital ~ Maint.  Primary Secondary  Local  Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci.

Tot . Emp.
EX=EM 056 R 175 R 016 R 143 R 0.67 R 262 A 1658 A 24.38 A 931 A
EM = EX 180 R 046 R 091 R 075 R 179 R 15.07 A 16.10 A 0.76 R 08 R
Mfg. Emp.
EX>EM 788 A 493 A 692 A 257 A 646 A 1856 A 443 A 387 A 144 R
EM = EX 095 R 040 R 055 R 069 R 1.11 R 051 R 1177 A 528 A 065 R
Svc. Emp.
EX = EM 011 R 028 R 028 R 052 R 055 R 043 R 029 R 047 057 R
EM = EX 020 R 026 R 063 R 070 R 124 R 08 R 039 R 030 R 08 R

F-critical(10, 524) = 1.83
A it Accept causality hypothesis
R :: Reject causality hypothesis
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TABLE XHI

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES ON EMPLOYMENTS TO GROWTH AT THE

INTERSTATE COUNTIES
Road Expenditures vs. Employment
Total Expenditures Capital Expenditures

Grand Capital  Maint. Primary Secondary Local

Total
lag length  (6.93)6 (7.55)6 (10.40) (7.00)6 (2.67)5 (6.68)6
cuml.lag (297.67) (817.47) (82.68) (706.98)  (13.28) (717.70)

Mfg. Emp.
lag length  (5.25)6 (5.63)6 (2911 (4.99)6 (2.07)6 (6.70)°
cuml.lag (294.22)  (723.67) (122.72) (559.18) (52.10) (847.34)

Svc. Emp.
lag length  (7.57)6 (8.26)6 (10.21) (11.61) (2.09) (2.52)
cuml.lag (228.13) (683.42) (71.52) (90.96) (22.15) (15.00)

F-critical(10, 524) = 1.83

lag length = T-Value; T-Critical = 1.96

cumulative lag = F-Statistics.over the lag period.

* = F-Statistics Not Significant at 5% Significance Level.
Exponent = Represent lag length

Maintenance Expenditures

Primary Secondary Local

(11.23) (2.00)5
(92.15)  (4.21)

(10.97) (2.80)
(113.21) (13.79)

(7.826  (246)7
(625.64)  (3.96)

(-1.40)
(1.13)"

(0.52)
(0.83)"

(7.45)6
(619.77)
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TABLE XIV

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES ON EMPLOYMENTS TO GROWTH AT THE
NON-INTERSTATE COUNTIES

Road Expenditures vs. Employment

Total Expenditures

Capital Expenditures

Grand Capital  Maint. Primary Secondary Local

Total
lag length  (5.36) (3.45) (10.79) (2.68)

cuml.lag (25.00) (39.81) (96.23) (25.07)

Mfg. Emp.
lag length  ((3.56)¢ (3.28)%  (2.44)3 (2.54)°
cumllag  (8549)  (121.39) (123.71)  (81.62)

Svc. Emp.
lag length  (-0.58) (-0.34) (-1.03) (-1.09)
cuml.lag (0.88)* (0.31)" (6.29) (4.36)

F-critical(10, 524) = 1.83
lag length = T-Value; T-Critical = 1.96
cumulative lag = F-Statistics.over the lag period.

* = F-Statistics Not Significant at 5% significanc Level.

Exponent = Represent lag length.

(3.0)
(27.08)

(2.05)3
(52.20)

(-0.91)
(1.03)*

(4.15)
(89.71)

(3.76)
(149.65)

(0.17)
(0.23)"

Maintenance Expenditures

Primary Secondary Local

(9.55)
(49.62)

(6.68)
(49.90)

(-0.56)
(0.33)"

(5.10)6
(119.92)

(3.91)3
(276.65)

(0.44)
(0.01)"

(3.01)6
(47.32)

(1.74)
(9.26)

(0.61)
(0.93)*
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TYPES OF TOTAL CAPITAL MAINTENANCE

EXPENDITURES EXPENDITURES EXPENDITURES EXPENDITURES
TYPES OF MAINT.

INVESTMENTS  CRANPpimaL
TYPES OF PRIMARY LOCAL  PRIMARY LOCAL

ROADS SECOND. SECOND.
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Note: T = Total Employment; M = Manufacturing Employment; S = Service Employment.

Figure 21. Direction of the Causal Relationship Between the Various Roads Investments with Employments
to Growth in the Coastal Counties.
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TYPES OF TOTAL CAPITAL MAINTENANCE

EXPENDITURES EXPENDITURES EXPENDITURES EXPENDITURES
TYPES OF MAINT.
INVESTMENTS TOTAL CAPITAL
TYPES OF PRIMARY LOCAL  PRIMARY LOCAL
ROADS SECOND. SECOND.

wpone $E[ S|4 ST LI LED S8 LU LT

TMS TMS TMS TMS TMS5 TMS TMS TMS TMS

Note: T = Total Employment; M = Manufacturing Employment; S = Service Employment.

Figure 22. Direction of the Causal Relationship Between the Various Roads Investments with Employments
to Growth in the Non-Coastal Counties.
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TABLE XV

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENTS TO GROWTH AT THE COSTAL COUNTIES

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)
Total Expenditures

Capital Expenditures Maintenance Expenditures

Grand Capital =~ Maint. Primary Secondary  Local Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. Fwal Decdi.

Tot. Emp.
EX*EM 214 A 231 A 282 A 238 A 1780 A 1471 A 1427 9.87 A 313 A
EM=EX 078 R 045 R 104 R 019 R 031 R 1360 A 146 0.25 R 021 R
Mfg. Emp.
EX-EM 553 A 416 A 577 A 221 A 783 A 4407 A 1990 251 A 200 A
EM=EX 103 R 09 R 108 R 017 R 147 R 1.36 R 0.01 1.13 R 174 R
Svc. Emp.
EX=EM 220 A 265 A 293 A 425 A 1492 A 1684 A 1970 2.51 A 200 A
EM=EX 037 R 057 R 057 R 020 R 155 R 051 R 0.1 113 R 174 R

F-critical(10, 194) = 1.83

A i Accept causality hypothesis
R :: Reject causality hypothesis
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TABLE XVI

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENTS TO GROWTH AT THE NON-COASTAL COUNTIES

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand Capital =~ Maint. Primary Secondary  Local Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Dec. F-val. Deci. F-val. Ded. F-val. Deci. F-val. Deci.

Tot . Emp.
EX=2EM 3475 A 4530 A 2505 A 43.06 A 1623 A 157 R 40.05 A 820 A 08 R
EM-=EX 1296 A 1228 A 3741 A 1237 A 5769 A 035 R 3313 A 075 R 039 R
Mfg Emp.
EX-+EM 1037 A 1524 A 738 A 1476 A 204 A 9101 A 3331 A 625 A 042 R
EM-=EX 31.16 A 2923 A 5235 A 2676 A 077 R 114 R 3639 A 0002 R 011 R
Svc. Emp.
EXEM 061 R 016 R 043 R 011 R 038 R 014 R 3331 A 625 A 042 R
EM-EX 08 R 010 R 070 R 012 R 054 R 016 R 3639 A 0002 R 011 R

F-critical(10, 854) = 1.83
A :: Accept causality hypothesis
R :: Reject causality hypothesis
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TABLE XVII

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES ON EMPLOYMENTS TO GROWTH AT THE

COASTAL COUNTIES

Road Expenditures vs. Employment

Total Expenditures
Grand Capital  Maint.

Total
lag length (2666  (253)6  (3.35)7
cuml.lag (21.90)  (38.96) (147.19)

Mfg. Emp.
lag length  (3.71)6 (3396  (4.55)5
cuml.lag (78.85) (103.03)  (414.90)

Svc. Emp.
lag length  (2.08)6 (2.02)6 (2.68)7
cuml.lag (6.31) (15.06) (69.63)

F-critical(10, 194) = 1.83
lag length = T-value; T-critical = 1.96

Capital Expenditures

Primary Secondary Local

(9.26)6 (4.84) (5.71)
(1442.21) (163.29) (636.92)

(2.00)6 (4.24)6 (6.08)5
(31.02)  (292.85) (898.99)

(2.81)6 (4.47)6 (4.80)5
((36.87) (81.82) (272.10)

cumulative lag = F-statistics over the lag period.

Exponent = Represent lag length.

Maintenance Expenditures

Primary Secondary Local

(2.10)1 (2.55)3 (2.91)7
(125.84)  (46.33) (9.47)
(4.23)6 (2.47)6 (2.18)6

(245.66) (117.28) (32.45)

(2.43)7 {3.04)6 (2.50)7
(72.95) (16.67) (31.90)
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TABLE XVIII

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES ON EMPLOYMENTS TO GROWTH AT THE
NON-COASTAL COUNTIES

Total
lag length
cuml.lag

Mfg. Emp.

lag length
cuml.lag

Svc. Emp.
lag length
cuml.lag

F-critical(10, 854) = 1.83

Road Expenditures vs. Employment

Total Expenditures
Grand Capital  Maint.
(8.48)6 (9.38)6 (2.10)°
(457.01). (1664.44) (198.94)
(6.18)6  (6.81)6  (2.45)6
(450.70)  (1514.32) (211.96)
(-0.52) (-0.41) (-1.14)
0.17)" (0.11)* (0.84)"

lag length = T-value; T-critical = 1.96
cumulative lag = F-statistics over the lag period.

* = F- Statistics Not Significant at 5% Significance Level.

Exponent = Represent lag length.

Capital Expenditureé

Primary Secondary Local

(9.06)
(1537.51)

(6.47)6
(1298.92)

(-0.47)
(0.11)*

(2.83)6
(33.51)

(2.28)6
(82.89)

(-0.02)
(0.13)

(1.25)
(8.44)

(6.90)6
(1405.05)

(0.57)
(0.29)"

Maintenance Expenditures

Primary Secondary Local

(2.61)4 (2.38)4
(194.26)  (20.44)
(2.86)6 (2.38)6
(178.60)  (43.29)
(4.30)3 (2.83)4
(34.3) (87.00)

0.30)
(0.45)"

0.29)
(0.93)*

(-0.17)
(0.12)
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Note: T = Total Employment; M = Manufacturing Employment; § = Service Employment.

Figure 23, Direction of the Causal Relationship Between the Various Roads Investments with Employments
to Growth in Region L
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Figure 25. Direction of the Causal Relationship Between the Various Roads Investments with Employments

to Growth in Region III.
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TYPES OF TOTAL CAPITAL MAINTENANCE

EXPENDITURES EXPENDITURES EXPENDITURES EXPENDITURES

TYPES OF TOTAL MAINT.

INVESTMENTS CAPITAL

TYPES OF PRIMARY LOCAL  PRIMARY LOCAL
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Note: T = Total Employment; M = Manufacturing Employment; S = Service Employment.

Figure 26. Direction of the Causal Relationship Between the Various Roads Investments with Employments
to Growth in Region IV.
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Figure 27. Direction of the Causal Relationship Between the Various Roads Investments with Employments
to Growth in Region V.
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TABLE XIX

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENTS TO GROWTH IN REGION I

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

Total Expenditures Capital Expenditures Maintenance Expenditures

~ Grand =~ Capital =~ Maint. = Primary  Secondary =~ Local —~ Primary Secondary = Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F—yal. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Dedi.

Tot . Emp.

EX=*EM 764 A 866 A 403 A 835 A 230 A 403 A 223 A 1147 A 1581 A
EM=EX 130 R 120 R 097 R 119 R 018 R 1207 A 1077 A 025 R 09 R
Mfg. Emp.

EX*EM 275 A 59 A 1150 A 242 A 357 A 1387 A 418 A 784 A 362 A
EM=EX 633 A 191 A 031 R 611 A 011 R 013 R 1678 A 1.00 R 067 R
Sve. Emp. .
EX=EM 1137 A 13.07 A 783 A 1339 A 872 A 032 R 594 A 248 A 08 R
EM=EX 060 R 247 A 234 A 0003 R 796 A 019 R 030 R 046 R 08 R

F-critical(10, 104) = 1.91
At Accept causality hypothesis
R = Reject causality hypothesis
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TABLE XX

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENTS TO GROWTH IN REGION II

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand  Capital =~ Maint. Primary Secondary Local  Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. Fwal. Deci. F-val. Deci. F-val. Dec. F-val. Deci. F-val. Deci.

Tot . Emp.
EX-EM 720 A 1003 A 982 A 561 A 1382 A 507 A 1773 A 1332 A 053 R
EM=EX 119 R 082 R 026 R 08 R 048 R 1419 A 542 A 074 R 046 R
Mfg. Emp.
EX*EM 495 A 655 A 354 A 370 A 6.62 A 228 A 882 A 774 A 130 R
EM-2EX 475 A 354 A 528 A 08 R 411 A 3238 A 767 A 0.28 R 013 R
Svc. Emp.
EX-EM 697 A 1001 A 1229 A 481 A 1401 A 79 A 1868 A 923 A 066 R
EM=-*EX 021 R 032 R 09 R 060 R 0.11 R 691 A 401 A 143 R 052 R

F-critical(10, 254) = 1.83
A 1t Accept causality hypothesis
R :: Reject causality hypothesis
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TABLE XXI

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENTS TO GROWTH IN REGION III

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

Total Expenditures Capital Expenditures Maintenance
Expenditures

Grand  Capital Maint.  Primary Secondary  Local  Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci.

Tot . Emp.

EX-EM 275 A 335 A 334 A 19 A 1587 A 1684 A 591 A 1305 A 254 A
- EM=EX - 053-R -012. R 018 R __042_ R_0I1 R 138 A 1748 A 027 R 025 R

Mgf Emp.

EX*EM 345 A 459 A 508 A 1330 A 486 A 221 A 138 A 1187 A 205 A

EM=EX 292 A 173 R 343 A 150 R 4911 A 018 R 2131 A 107 R 006 R

Svc. Emp.

EX-EM 201 A 259 A 276 A 226 A 1137 A 1830 A 408 A 848 A 210 A

EM=EX 064 R 060 R 036 R 023 R 074 R 533 A 930 A 001 R 036 R

F-critical(10, 164) = 1.83
A it Accept causality hypothesis
R :: Reject causality hypothesis
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TABLE XXII

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND
EMPLOYMENTS TO GROWTH IN REGION IV

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

F-critical(10, 254) = 1.83
A it Accept causality hypothesis
R :: Reject causality hypothesis

Total Expenditures Capital Expenditures Maintenance Expenditures
Grand  Capital ~ Maint. Primary Secondary Local  Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Decd. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci.
Tot . Emp.
EX-*EM 063 R 08 R 03 R 076 R 066 R 026 R 354 A 057 R 064 R
EM=EX 08 R 012 R 02 R 072 R 050 R 097 R 94 A 011 R 093 R
Mfg. Emp.
EX+EM 021 R 065 R 037 R 239 A 458 A 003 R 877 A 033 R 013 R
EM=-EX 128 R 016 R 03 R 1779 A 033 R 076 R 054 R 013 R 081 R
Sve. Emp.
EX*EM 012 R 018 R 025 R 057 R 043 R 047 R 504 A 055 R 040 R
"EM=EX 014 R 012 R 041 R 033 R 018 R 076 R 794 A 084 R 079 R
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ABLE ALNSTTT

DIRECTION OF THE CAUSAL RELATIONSHIP BETWEEN THE VARIOUS ROADS EXPENDITURES AND

EMPLOYMENTS TO GROWTH IN REGION V

Direction of Causality
Road Expenditures (EX) vs. Employment (EM)

Total Expenditures Capital Expenditures

Grand  Capital  Maint. Primary Secondary  Local
F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci. F-val. Deci.

Tot . Emp.

EX = EM 623 A 762 A 760 A 671 A 240 A 491 A
EM = EX 071 R 028 R 056 R 025 R 047 R 1493 A
Mfg Emp.

EX-EM 263 A 195 A 271 A 191 A 1939 A 046 R
EM = EX 127 R 076 R 177 R 063 R 071 R 033 R
Svc. Emp.

EX-EM 982 A 119 A 1415 A 108 A 9.19 A 023 R
EM = EX 025 R 039 R 055 R 013 R 1271 A 050 R

F-critical(10, 224) = 1.83
A it Accept causality hypothesis
R :: Reject causality hypothesis

Primary Secondary

F-val.

2.75
6.33

2.89
11.39

9.30
13.87

Maintenance Expenditures

Deci. F-val.

A 633
A 191

A 3.03
A 010

A 10.25
A 042

Deci.

A
A

S

Local

F-val.

5.96
0.31

0.21
0.19

4.87
0.46

Deci.

A
R
R
R

A
R
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Total
lag length
cuml.lag

Mfg. Emp.

lag length
cuml.lag

Svc. Emp.
lag length
cuml.lag

F-critical(10. 104) = 1.91

TABLE XXIV

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES
ON EMPLOYMENTS TO GROWTH IN REGION I

Road Expenditures vs. Employment

Total Expenditures

Grand

(3.69)6
(85.30)

(2.47)6
(98.82)

(4.17)6
(55.96)

Capital

(3.92)6
(279.25)

(2.56)6
(296.74)

(4.53)6
(211.31)

Maint.

(7.12)
(63.77)

(2.36)6
(66.34)

(7.67)
(53.63)

lag length = T-value; T-critical = 1.97
cumulative lag = F-statistics over the lag period.

* = F- Statistics Not Significant at 5% Signifacance Level.

Exponent = Represent lag length.

Capital Expenditures

Primary

(3.78)6
(278.83)

(2.38)6
(289.18)

(4.47)6
(215.93)

Secondary Local

(6.59)4 (4.93)6
(55.25) (315.28)
(2.16)5 (3.18)6
(3.18) (207.48)
(5.90)6 (-0.78)
(322.27) 0.11)*

Maintenance Expenditures

Primary Secondary Local

(2.45)7 (3.14)6 (4.40)6
(99.50) (6.39) (12.80)
(2.39)6 (2.81)6 (2.52)6
(179.77)  (78.58) (48.41)
(8.44) (-1.60) (-1.83)
(66.40) (3.23) (5.84)
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Total
lag length
cuml.lag

Svc. Emp.
lag length

cuml.lag
“““ 25

F-critical(10, 254) = 1.83

TABLE XXV

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES
ON EMPLOYMENTS TO GROWTH IN REGIONII

Road Expenditures vs. Employment

Total Exj.enditures

Grand

Capital

Maint.

lag length = T-value; T-critical = 1.96

cumulative lag = F-statistics over the lag period. _

Capital Expenditures

Primary

(2.90)7
(29.75)

* = F-Gtatistics Not Significant at 5% Significant Level.
Exponent = Represent lag length.

Secondary Local

(3.83)5
(151.03)

(3.61)

Maintenance Expenditures

Primary
(5.86)° (4.12)6
(2.52) (41.86)

(4.06)6
(16.32)

Secondary Local
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TABLE XXVI

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES
ON EMPLOYMENTS TO GROWTH IN REGIONIII

Road Expenditures vs. Employment

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand Capital ~ Maint. Primary ~ Secondary Local Primary Secondary Local
Total
lag length  (2.06)7 (1.84)6 (8.12) (2.82)° (4.50)6 (4.41) (2.11)7 (3.41)6 (0.08)
cuml.lag (5.02) (10.89) (78.12) (31.31) (98.99) (444.42) (73.32) (27.94) (3.25)
Mfg. Emp.
lag length  (3.00)7 (2.74)6 (3.56)7 (248)7  (4.61)6 (6.54)7  (3.05) (3.11)6 (0.11)
cuml.lag (28.57) (44.81) (239.80)  (8.79) (243.14) (1117.31) (159.46)  (96.67) (0.43)
Svc. Emp.
lag length  (2.66)7 (2.44) (2.08) (3.38)6 (4.06)7 (4.61)5 (7.80) (3.21)6 (2.52)5
cuml.lag (2.63) (3.33) (38.92) (31.47) (46.45) (231.43)  (44.68) (7.64) (3.35)

F-critical(10, 164) = 1.83

lag length = T-value; T-critical = 1.96

cumulative lag = F-statistics over the lag period.

* = G- Statistics Not Significant at 5% Significace Level.
Exponent = Represent lag length.
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TABLE XXVII

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES
ON EMPLOYMENTS TO GROWTH IN REGION 1V.

Road Expenditures vs. Employment

Total Expenditures Capital Expenditures Maintenance Expenditures

Grand Capital  Maint. Primary Secondary Local Primary Secondary Local
Total
lag length  (3.70) (1.67) 2.76)7  (1.25) (0.48) (2434 (229 (-1.05) (-1.88)
cuml.lag (14.43) 6.77) (156.50)  (4.08) (2.56) (58.67) (73.97) (0.02)* 6.01)
Mfg. Emp.
lag length  (3.88) (1.71) (2.60)° (2.51)4 (2.314 (1.17) (2.64)6 (0.87) (-1.81)
cuml.lag (17.15) (4.89) (224.67)  (59.37) (7.96) (2.25) (67.09) (0.37)" (5.52)
Svc. Emp.
lag length ~ (-0.052)  (-0.30) (-1.07) (-0.53) (0.78) (1.71) (6.18)3 (-0.95) (-0.14)
cuml.lag (0.63)* (0.03)* (6.45)" (0.04)* (0.18)" (1.18)" (4.73) (1.16)* (0.07)"

F-critical(10, 254) = 1.83

lag length = T-value; T-critical = 1,96

cumulative lag = F-statistics over the lag period.

* = F- Statistics Not signifacnt at 5% Significance Level.
Exponent = Represent lag length.
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Total
lag length
cuml.lag

Mfg. Emp.

lag length
cuml.lag

Sve. Emp.
lag length
cuml.lag

F-critical(10, 224) =1.83

TABLE XXVIII

TEMPORAL EFFECT OF THE VARIOUS ROADS EXPENDITURES
ON EMPLOYMENTS TO GROWTH IN REGION V

Road Expenditures vs. Employment

Total Expenditures

Grand

(3.40)6
(27.85)

(2.26)6
(22.28)

4.07)7
(30.29)

Capital

(3.27)6
(62.30)

(2.24)7
(44.63)

(3.85)6
(71.98)

Maint.

(9.30)
(81.09)

(2.26)5
(93.72)

(2.12)7
(67.68)

lag length = T-value; T-critical = 1.96
cumulative lag = F-statistics over the lag period.
Exponent = Represent lag length.

Capital Expenditures

Primary Secondary Local

(3.14)7
(47.23)

(2.06)6
(32.61)

(3.57)6
(57.15)

(3.13)
(15.10)

(4.99)6
(204.27)

(5.82)6
(197.99)

(5.53)
(211.70)

(3.26)
(16.05)

(2.80)
(9.44)

Maintenance Expenditures

Primary Secondary Local

(2.15)6
(48.31)

(1.83)5
(53.28)

(8.96)
(42.84)

(2.96)6
(27.11)

(1.83)°
(28.83)

(3.47)
(22.56)

(1.67)6
(11.80)

(1.22)
(3.53)

(2.50)6
(16.17)
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