7 August, 2000

Upper M ssissippi River/Illinois Waterway System Navi gati on
St udy
Econom ¢ Coordinating Conmittee Meeting
July 20, 2000 Chi cago, Il l'inois
The Upper M ssissippi Rver/lllinois Waterway System
Navi gati on Study Econom c¢ Coordinating Commttee net in
Chicago, Illinois on 20 July 2000. An agenda and a list of

attendees are attached. Paul Soyke called the neeting to
order at 9:00 am Followi ng introductions, the neeting
proceeded accordi ng to the agenda.

1. Geg Ruff (MD) gave an update on the study status.
Maj or points fromhis presentation are as foll ows:

St at us
e HQ Policy review conpleted 12 May 2000.

e Working draft docunentation coordinated for
internal review and I TR 14 July 2000.

e Continuing work on conpleting draft report.

Maj or comments from HQ policy review

e Optimal timng of neasures for NED

* Review industry self help assunptions
e |TR

e Traffic Projection Update

e Additional Sensitivity Analysis

e System Mtigation Justification

On-goi ng I nvesti gati ons/ Heari ngs

e OSC-DA I nspector General Investigations
* House Approp Conm S& | nvestigations

* National Acadeny of Science Review

* Msssissippi R ver Caucus Hearings

e Senate Subcommittee on Transportation and
I nfrastructure Hearings

St at us of PED

e $5.42mreceived in FYOO in accordance w th WRDA
99 and FYOO Appropriation.



e Current PED activities being brought to orderly
and cost effective concl usion.

Ji mJohnson (IL) said that users need to understand del ays
and the amount of self help that we are incorporating in
our anal ysis.

Chris Brescia (MARC 2000) asked what the schedul e was.
Geg Ruff said that the ITR of the study will be conplete
August 1%, then we go to HQw th the report. Bob Goodwi n
(MARAD) asked when we will have a draft report. Geg Ruff
responded that we won’'t have a draft report until we get
HQ approval, but we do have a date out there in Septenber
for release of the draft report.

Mar k Beorkrem (Sierra Club) asked if there would be a GLC
prior to the release of the draft report. Geg Ruff said
that we will try to have a GLC prior to releasing the draft
report.

2. Rich Manguno (MVN) gave a review of econonic

study inputs (demand functions, traffic projections.) He

al so reviewed results and sensitivity analyses on traffic
proj ections, demand elasticity (grain), and interest rates.
No new i nformation was presented. (Presentation is
attached) .

Ji m Johnson said that people tend to tal k about N val ue and
el asticity as the same thing, where Nis a paraneter in
demand specification, elasticity is: Percent Change Q

Per cent Change P

Chris Brescia asked why Mark Burton’s nethod for
calculating elasticity wasn't applied to grain. Rich
Manguno said that Burton’s results for grain were not
statistically valid because of the distributed nature of
grain production.

Chris Brescia said that Dr. Westbrook from Geor get own says
that estimates of demand elasticity for grain could be
calculated enpirically with existing data. Chris asked if
anyone had followed up with Dr. Westbrook. Rich Manguno
said that we had not contacted Dr. Westbrook. Dr. Burton
did say that we could devel op demand curves for grain in a
a multiple nonth effort beyond what the schedule would

al l ow), and not with existing data.



Ji mJohnson said that we only all owed Mark Burton a short
time to pursue elasticity values. Chris Brescia said that
we al ways thought that we didn’'t have enough tinme. Rich
Manguno i ndi cated that we have been in a node of 2 nonth
efforts for the past 2 years. Jim Johnson said that the
envi ronment al groups have been in a simlar node.

Mar k Beorkrem (Sierra Club) asked if there will be a

t heoretical discussion of N values/elasticity/demand curves
in the report when it conmes out. Rich Manguno said yes
there would be. Mark Beorkrem asked when the traffic
forecast update will be released. R ch Manguno said that
we are lining up the review process for the traffic
forecast update. Once the reviewis conplete, the traffic
forecast update and revieww || likely be released. Rich
Manguno added that the rate of traffic growh tends to
taper off because you have a fixed increase in yields(per
year) which are applied to a |larger and | arger base.

Mar k Beor krem asked about alternatives K and L. Rich
Manguno said that Kand L will be presented in the draft
report.

In response to questions, Rich Manguno said that traffic
bel ow Lock 27 to Cairo and the intra-pool traffic is
carried in the analysis for the environnental work group.

Bob Goodwi n (MARAD) said that reconfiguring all the tows
comng up river (fleeting) backs up traffic. R ch Manguno
said that this is not captured in our nodeling, it could be
| ooked at outside of nobdeling. Bob Goodwi n said that he
has information on fleeting capacity.

Chris Brescia said that he has been hearing nore about
conflicts between recreation boaters and comercial tows.
Chris said that a second chanber woul d hel p reduce this
conflict and reduce the induced delay at upstream | ocks.

Ri ch Manguno nentioned that system environnental costs are
not included in his presentation. Wat he presented is the

sane nmaterial that was presented last fall. System
environmental costs will address increases in traffic
bet ween the wi thout project and with each project plan.
The system environnmental cost will address increases in

sedi nentati on. The biggest part of environnmental cost is
fish |l oss, entrai nnent.



Ji m Johnson asked about the increase in O%M expenditures
that are required to handle increases in traffic with

| arger | ocks. Rich Manguno responded that it is in the
cost estimate.

Ji m Johnson asked about induced devel opnent report. Rich
Manguno said that product is still being reviewed. Rich
added that if the construction of facilities(fleeting areas
to address traffic inpacts) has environnental costs, those
costs are rolled up in the cost of the facility. Rich
Manguno sai d that sonme i nduced devel opnent costs are not

i ncluded in our analysis. Induced road naintenance costs
resulting fromnore hauls to the R ver are not addressed.

On the subject of optimal timng, R ch Manguno said that as
you add cost you generally delay the optinmal timng of

proj ects, but inclusion of Rehab savings (associated with

| ocks, not guidewalls) has a noticable influence on timng
of neasures (favors present over future construction). As
| ong as present value net benefits go up from del ayi ng
construction, then we delay. |In sone cases though there
are slimmargins by delaying project construction.

Chris Brescia noted that our traffic and analysis is al
average annual, periods shorter than a year should be
considered. Rich Manguno added that Rehab savi ng determ nes
optimal timng.

Bob Goodwi n asked why we can’t build locks in | ess than 3
years |ike the existing |ocks were built. Rich Manguno
responded: A) Qur Construction is planned during w nter
closures; B) Qur base year is when all of our nmeasures are
in place, sone locks in a plan are finished before the base
year. Dick Lanbert said that all the locks in a plan
shoul d be constructed at the same tine, not on staggered
construction schedule. R ch Manguno added that benefits are
clainmed as neasures in a plan are conpleted. CQur
construction schedule is as presented is not constrained by
funding. Dick Lanbert said that sonme | ocks have existing
extra gates and a lock wall, he asked if it wouldn't be
easier to build a lock at these sites. Rich Manguno

i ndicated that this has been evaluated, and referred Dick
to the Engi neering Appendi Xx.

Ri ch Manguno di scussed the sensitivity analysis results.
Mar k Beorkrem asked if we will display the inpact of N=2.
Rich indicated that N=2 results will be presented in the
draft report. JimJohnson asked what happens if the
interest rate drops another Y2 Rich explained that we



have to present results in the report at whatever the
applicable rate is when report submtted to HQ

3. Denver Tolliver (North Dakota State University) gave a
presentation on his analysis of energy, em ssions, and
safetly inpacts of alternative inprovenents to the Upper
M ssissippi River and Illinois Waterway System Copies of
Dr. Tolliver’s presentation and his final report are

at tached.

Chris Brescia conmented that Denver used extrenely
conservative ton mles/gal figures. Denver characterized
his report as generalized findings, but he nmade sone
assessnments of what may be NED benefits. Wen the costs
are not internalized (not already reflected in rates) then
this may be an additional NED benefit. Denver noted that
rai |l roads have becone nore fuel efficient over tine and the
rel ative energy benefits of waterway transportation have
becone small er.

This study did not address potential inpacts on non-
attainment areas (Like St. Louis), where even a relatively
nodest increase in em ssions could have significant
impacts. Dr. Tolliver said that inpacts of increased

em ssions, as well as accident and noi se inpacts warrant
further research

Chris Brescia asked how this information will be used.

Ri ch Manguno said that sone | egitamate NED effects had been
i dentified which have not been used before. The Corps is
currently | ooking at other benefit categories |like these.
At this time though these benefits are not quantified in
the benefit-cost ratio. Chris Brescia asked that we get
back to himwith a tinme and cost estimate for further

devel opnent of these NED benefits.

4. Ceneral Discussion

JimJohnson (IL) asked if we are |ooking at |ower N val ues
for Illinois River grain. R ch Manguno responded t hat
various N values wll be presented in the draft report as
sensitivity anal yses. Hauser elasticity’s for grain have
been applied in a sensitivity for the Illinois River. This
w Il be one of a range a N val ues presented, not “the

val ue”.



Chris Brescia asked if it is our intention to have a draft
reconmended plan in Septenber. Geg Ruff (MVD) said yes
that is our intention.

Ji m Johnson said that unless our recommendation is based on
Hauser elasticity’s applied to Illinois, then the Corps is
starting wwth the wong nunbers. Chris Brescia asked that
we | ook at the Georgetown University wite-up on elasticity
val ues done by Dr. Westbrook. It indicates that you can in
fact enpirically derive elasticity’s for grain
transportation. Chris asked that we get in touch with Dr.
West brook to determ ne what |evel of effort it would take
to enpirically derive elasticity for grain transportation
demand.

Ji mJohnson said that Illinois asked that additional small
scal e nmeasures be considered for the Illinois River.
II'linois has not heard back fromthe Corps. Jimalso asked
that the difference in study nethods between the

M ssi ssi ppi Vall ey Division and Lakes and Rivers Division
be addressed. Geg Ruff (MVD) said that JimHall (1A
wote a letter to Corps HQ asking that differences in study
met hods between Divisions be addressed. Geg Ruff said
that we will try to get MVD, LRD, and Corps HQ together to
provi de a better response to this question.

Jack Carr
Regi onal Econom st
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AGENDA

ECONOMIC COORDINATING COMMITTEE MEETING JULY 20, 2000 9:00AM —
3:00 PM

Holiday Inn Ohare/K ennedy
8201 W Higgins Rd.

Chicago, lllinois 60631
Phone: (773) 693-2323

Fax: (773) 693-3771

1. Introductions and Approval of Minutes

of Previous ECC Meeting. Paul Soyke, MVR
2. Study Update Dave Tipple, MVR
3. Traffic Forecast Update Rich Manguno, MVN
4. Optimization Rich Manguno, MVN
5. Sengitivity Analyses Rich Manguno, MVN
6. Energy, Emissions, and Safety Impacts Dr. Denver Tolliver,
North Dakota State

University
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