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Transportation is important to Florida’s economy and our quality of life.  It gets us to work and to play, to worship and to school, to shopping and to health care, to weddings and to funerals.  The average American spends 75 minutes per day in travel.  Every product in our home, on our dinner tables, and at our workplace depends on transportation.  Transportation is the lifeblood of Florida tourism; fundamental to agriculture, forestry, and mining; indispensable to Florida’s manufacturers; critical to the military, healthcare and education sectors; and an important element of virtually every sector of our economy and every aspect of personal lives.

This report presents information on the importance of transportation to the economic health of Florida.  This includes exploring how transportation directly influences the economic competitiveness of businesses and the spending patterns of households and how transportation indirectly affects the quality of life.  The quality of life is critical to the economic health of the state, because it is a key factor in attracting visitors and employment opportunities to Florida.  This report builds on four separate “Trends and Conditions” reports in this series that cover trends in travel demand in detail.  Florida’s transportation infrastructure and services are also addressed in detail in six other separate reports.  

Transportation Supports Florida’s Economy

Florida’s transportation system plays an important role in maintaining the state’s economic health.  As Figure 1 illustrates, the relationship between travel demands and the adequacy of our transportation infrastructure and services determine how well the system performs.  There are two major contributors to travel demands: person travel by the resident population and tourists, and commercial and freight transportation.  For persons, the ease and cost they incur to travel affects their quality of life directly as a result of the time and money spent traveling.  Their ability to access a broad choice of jobs, shopping, services and other activities also impacts their economic well being.  For businesses, the economic impacts of transportation are even more obvious.  While slow travel times and congestion are a frustration for individuals, for businesses they have a direct impact on the bottom line.  A business that has to pay overtime or needs four trucks for a delivery schedule that three trucks could handle a few years ago very clearly feels the economic impact of transportation.  For many Florida industries, transportation is critical to costs and customer service.  

Figure 1 – The Role of Transportation in Florida’s Economy
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Be it for business or personal travel, the choice and quality of travel options is critical to successful participation in daily activities.  In addition to providing mobility, transportation infrastructure influences the attractiveness of the human and natural environment; which in turn further impacts growth and the economic condition of the state.  The bottom line is that Florida’s economic health is directly and indirectly influenced by transportation.
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Transportation, Economics, and Business

The location of Florida as a peninsula in the far corner of the continental United States and the fact that Florida is a global tourist destination and has an active agricultural, military, and mining sector create an economy very sensitive to the cost and quality of transportation.  As the 22nd largest state geographically, with the fourth highest population, Florida requires extensive intrastate transportation to handle internal distribution and to support interconnection with the neighboring states.  The nature of Florida’s appeal for tourists, combined with the opportunity Florida has as a portal to international locations, supports strong port and airport travel connections, as evidenced by the presence of 14 ports and 19 commercial airports.  As shown in Table 1, a recent study of eight key Florida industries showed that, while some industries use primarily one or two types of transportation, other industries rely on several modes.  


Figure 2 portrays the volume of freight commerce into, within, and out of Florida by mode.  Truck, water, and rail modes are all very important elements of the freight transportation system, particularly for heavier commodities.  Air, critical for high value commodities, is less significant when measured in weight volume of activity.  The presence of multiple major metropolitan areas throughout the state results in these modes having a significant presence across the whole state. 


Figure 3 provides a perspective on freight flows via truck transportation.  The visual image communicates the fact that Florida’s location results in not having the surface transportation market accessibility advantages of a central location.  A more central location provides easy access to help minimize product transportation costs.  Central locations also provide the service advantages of high volumes of pass-through freight traffic enabling high service frequencies and economies of scale.  Yet, Florida, due to the magnitude of the economic activity in the state, is a significant origin and destination of surface freight traffic.  
Figure 3 - Truck Freight Flows

(All commodities, all truck types; highway freight density in tons)

Source:  From USDOT Presentation, Office of Freight Management and Operations, 1998 data.
To help offset the location disadvantage for surface transportation, it is critical that Florida strive to provide quality freight transportation options, both to meet intrastate shipping needs and to help minimize any competitive location-based disadvantage for domestic surface transportation.   Furthermore, Florida can leverage its international location advantages for water and air transport by ensuring quality port and airport services and facilities well connected to the surface transportation system.  Estimates by the Florida Chamber Foundation suggest that as many as half of the imports and exports handled by Florida’s seaports and airports are neither produced nor consumed in the state, but are simply moving to and from other states throughout the United States.  Seaports and airports in other states could handle these shipments if Florida does not remain competitive in providing a shorter and reliable time to market.  To maintain its competitiveness in international commerce, Florida must ensure the efficiency of both the trade gateways themselves and the highway and rail corridors that serve them.
National data indicates that transportation represents a significant part of the cost of a product.  Various studies suggest that transportation costs typically range from 10-15 percent of the cost of finished products for businesses, but for individual transportation intensive businesses can be much larger.  
The importance of transportation to businesses is exemplified by understanding how various businesses rely on the transportation system.   Not only is transportation a significant cost element but it is a critical component of customer responsiveness as timely delivery of undamaged products is a critical service feature.  This is even more important in an era of just-in-time manufacturing.  More and more, businesses and consumers alike are relying on the freight transportation industry for the delivery of goods on demand, thus reducing the need for inventory stocks (Holguin-Veras et. al., 2003).  

	Table 2 – Trucks Share of VMT on Highway System, 2002

	
	FL
	US

	Interstate Rural
	19.01%
	19.42%

	Other Rural
	12.24%
	8.43%

	Total Rural
	15.03%
	11.16%

	Interstate Urban
	10.48%
	8.07%

	Other Urban
	5.87%
	4.22%

	Total Urban
	7.12%
	5.13%

	Total
	9.56%
	7.51%

	Source: For US, Highway Statistics Series 2002 Table VM-1, Florida TMT, Florida VMT, State Highway System Mileage Report 2002


As Table 2 indicates, Florida has a higher share of roadway vehicle miles of travel (VMT) via truck than the national average.  Three factors contribute to the more modest level of rail infrastructure in Florida.  First, Florida was not historically reliant on a manufacturing/industrial economic base. Second, its population growth was after the rail dependency era. Third, it has a geographically peripheral location minimizing through freight traffic and lessening the shipping volumes that historically justified rail services. Thus, there is greater reliance on truck freight movements. 
Transportation, Economics, and Personal Mobility

Accessibility, the availability of destinations within proximity of a given location, and mobility, the ease with which one can use the transportation system, are important factors in people’s decisions regarding where to live, work and participate in activities.  These decisions may include such things as whether to purchase a home in one location or another or whether to vacation or relocate to Florida.  Someone who spent their last visit to Florida stuck in traffic on a causeway bridge or airport access road rather than on the beach or enjoying Florida’s weather is less likely to consider returning to Florida.  The more time and money an individual has to spend on travel for a given trip, the less time or money they have to do other things or to travel to additional locations.  If it is a hassle to go out to dinner, you will eat at home.  If that more attractive job comes with a miserable commute, you may settle for the current position.  If your travel required a larger share of your household spending, you will have less to spend on housing, shopping or other purposes.  Bureau of Labor Statistics data on household spending in Table 3 show the distribution of spending on transportation.  

Transportation spending is affected by a host of factors including personal desires in vehicle choice, life stage, income and other factors including the accessibility and mobility of the area.  Quality local transportation, including adequate connectivity and capacity as well as a choice of travel options, enables an opportunity to minimize travel spending given current household priorities and values as well as ensuring affordable accessibility should fuel costs or availability change.  

	Table 3 - Average Household Expenditures by Major Category: 2001-2002 (in current $)

	 
	National (2002)
	Tampa-St Petersburg
	Miami 

	Average income (before taxes)
	$49,430 
	 
	$53,091 
	$46,846 

	Average annual expenditures
	$40,677 
	 
	$38,167 
	$41,850 

	Housing
	$13,283 
	33%
	$13,112 
	$15,622 

	Food
	$5,375 
	13%
	$3,888 
	$5,885 

	Apparel and services
	$1,749 
	4%
	$1,057 
	$1,720 

	Personal insurance and pensions
	$3,899 
	10%
	$4,107 
	$3,273 

	Health care
	$2,350 
	6%
	$2,282 
	$1,969 

	Other
	$6,261 
	15%
	$4,871 
	$5,764 

	Transportation
	$7,759 
	19%
	$8,850 
	$7,617 

	Private vehicle expenditures
	$7,371 
	 
	$8,623 
	$7,193 

	Vehicle purchases
	$3,665 
	 
	$4,886 
	$3,097 

	Gasoline and motor oil
	$1,235 
	 
	$1,219 
	$1,315 

	Other vehicle expenditures
	$2,471 
	 
	$2,518 
	$2,781 

	Public transportation expenditures
	$389 
	 
	$227 
	$424 

	Airline fares
	$244 
	 
	 
	 

	Mass transit fares
	$50 
	 
	
	

	Ship fares
	$30 
	 
	
	

	Taxi fares
	$25 
	 
	
	

	Intercity train fares
	$16 
	 
	
	

	Local transportation on out-of-town trips
	$11 
	 
	
	

	Intercity bus fares
	$11 
	 
	
	

	School bus
	$2 
	 
	
	

	Source: U.S. Department of Labor, Bureau of Labor Statistics, Consumer Expenditure Survey, 2003; and personal communication, December 2003.

	Note: The other expenditure category includes entertainment, personal care products and services, education, reading, alcoholic beverages, tobacco products and smoking, cash contributions and miscellaneous.


The other element of personal spending on transportation is travel time.  Table 4 and Figure 4 portray commuting travel times for Florida.  Florida has gone from having a shorter average commute in 1990 to a slightly longer commute than the national average in 2000.

In addition to residents, Florida hosted about 76 million out-of-state tourists in 2003, including 6 million overseas and Canadian visitors, almost eight percent of the total.  According to Visit Florida forecasts, the number of tourists is expected to exceed 100 million by 2020.  About half of all tourists arrive in the state via air, half via car.  All tourists arriving through the airports require some type of intermodal connection, which most often occurs via passenger car on the highway system.  

	Table 4 - Commute Time Comparisons

	Mean Commute
	1990
	2000
	Change (min)

	to Work Time
	(min)
	(min)
	

	California 
	24.6
	27.7
	3.1

	Georgia 
	22.7
	27.7
	5

	Texas 
	22.2
	25.4
	3.2

	Illinois 
	25.1
	28
	2.9

	North Carolina 
	19.8
	24
	4.2

	Wisconsin 
	18.3
	20.8
	2.5

	Arizona 
	21.6
	24.9
	3.3

	New York 
	28.6
	31.7
	3.1

	South Carolina 
	20.5
	24.3
	3.8

	Florida 
	21.8
	26.2
	4.4

	U.S. Total
	22.4
	25.5
	3.1

	Source: CTPP, 2000





The impact of transportation on people’s economic health is perhaps more subtle than in the case of businesses, but clearly the quality of transportation affects the economic condition of individuals.  Lower time and money spending on travel is not necessarily an indication of better transportation enabling travelers to reduce transportation spending, but rather may result in travelers choosing to travel more with the resultant time or money savings.  In any case, the cost and ease of travel clearly impacts the quality of life of residents and tourists and plays a role in their decisions to visit or reside in Florida.  
Emerging Economic Trends and Their Implications for Transportation

Four major economic trends are anticipated to shape Florida’s economy and therefore future transportation demand:

· Continued strong population and economic growth will lead to increases in demand for all forms of passenger and freight transportation.
· A shift toward regional economic centers will increase long-distance travel for passengers, freight and services within Florida and between Florida and neighboring states. 

· A shift toward global markets will increase the importance of long-distance, intermodal flows of goods, services and visitors, particularly those moving through the state’s seaports and airports. 

· A shift toward service and information industries will increase the importance of efficient, reliable movement of business travelers and small, high-value freight shipments.

Population and Economic Growth

Between 1980 and 2000, Florida’s population increased by 6.2 million residents, or 64 percent.  Only two states, California and Texas, added more residents than Florida during this period (U.S. Census Bureau).  Between 2000 and 2020, Florida is projected to add an additional 5.8 million residents, reaching a total population of 21.8 million.  This represents growth of 36.4 percent from 2000 levels, twice the projected national growth of 18 percent (U.S. Census Bureau). 
Similarly, Florida’s gross regional product (GRP) is expected to grow at a more rapid rate than the Gross Domestic Product (GDP) of the United States over the next two decades, continuing the trend of rapid GRP growth in the state over the last several decades.  Gross regional product measures the value of all goods and services produced in a region.  As GRP grows, transportation demand by both businesses and consumers will also expand.

Shift toward Regional Economic Centers

As Florida’s economy grows, the focal point of economic activity is shifting from individual cities and towns to economic regions that encompass multiple cities and counties.  Labor, business and consumer markets in the State increasingly are organized at a regional level, as a result of connections between clusters of interrelated industries and other economic assets, such as universities, research labs and military bases.   Florida’s population clusters in proximity to employment.  Travel patterns will be evolving as growth moves into new areas, such as the single economic region along the High-Tech Corridor from St. Petersburg to the Space Coast and the greater Jacksonville region.  These existing regions are expected to continue to expand over the next 25 years and face growing concerns about transportation system capacity and bottlenecks.

Figure 5 shows how large employers (defined as those with more than 100 employees) are clustered throughout the state.


Figure 5 – Firms with More Than 100 Employees
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Source:  INFOUSA
Enterprise Florida has defined eight strategic planning regions in Florida’s Strategic Plan for Economic Development.  Figure 6 shows these regions and summarizes current projections for population growth in each.

Figure 6 – Forecast Population Growth by Region (2000-2020) 
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Source:  Enterprise Florida, Florida’s Strategic Plan for Economic Development; Florida Office of Economic and Demographic Research, 2000 Forecast; and U.S. Census Bureau, 2000 Forecast

This population growth as well as strengthening linkages among clusters of related industries will produce continued growth in interregional movements of both passengers and freight among these eight regions as well as interstate flows between Florida and other states.  For example, interregional freight demand is forecast to increase more rapidly than population in all eight regions (FDOT, 2002). 
Within these regions lie Florida’s urbanized areas, which will continue to experience significant population growth, as well as a growing demand for new and expanded transportation facilities and services.  The 2000 Census shows that 84.3 percent of Florida’s total state population is located within urbanized areas, as compared to 78.7 percent residing in urbanized areas following the 1990 Census.  

Shift toward Global Markets

While Florida’s internal markets are organizing around the eight strategic planning regions identified by Enterprise Florida, its external markets increasingly are shifting from the southeastern United States to national and international destinations.

Domestic and international freight flows are expected to increase more than 70 percent by the year 2025, with strong gains anticipated in all modes.  Growth in domestic freight flows to and from other states will increase freight demand on Florida’s rail mainlines and major highways, including the Interstate system and other critical facilities with interstate connections.  The value of international trade moving to and from Florida – exports and imports – doubled over the past decade to $73 billion and are expected to double again over the next 15 years (FSTEDC, 2002). In contrast to many states, where the majority of international trade moves over the surface transportation system to Canada or Mexico, the overwhelming share of Florida’s international trade moves to and from Latin America and the Caribbean through the state’s seaports and airports.  Virtually all of these movements are intermodal in nature and require a connection to the highway or rail system.

Shift toward Service and Information Industries

Florida’s economy is continuing to shift toward the service and information sectors.  In the year 2000, the service sector accounted for 38 percent of all jobs in Florida, while the wholesale and retail trade sectors accounted for an additional 25 percent.  Services are expected to be the fastest growing sector in Florida over the next decade (New Cornerstone, 2001). 
In the goods-producing sector, Florida’s economy has shifted from basic, resource-oriented industries, such as citrus and phosphates, toward a more diverse industry mix including high value-added industries, such as electronics and biosciences.  In turn, demand for moving goods is shifting from high-volume bulk movements via rail, truckload and water to small, higher-value shipments via air freight, courier and less-than-truckload transportation.

Collectively, these economic trends ensure a continued strong dependence of the economy on transportation in Florida.  
Transportation Investment Contributes to the Economy

In addition to affecting the competitiveness for businesses and the quality of life for residents, Florida’s investments in transportation services and infrastructure are a direct contributor to the economic health of the state.  The pervasiveness of transportation in the economy results in spending on transportation being a significant contributor to jobs and economic activity in the state, both directly and indirectly.  Figure 7 portrays a logic diagram for understanding and subsequently estimating the impacts of spending on transportation.  In response to Florida statues, the Florida Department of Transportation has estimated the economic impacts of the work program of the department. 
Figure 7 - Macroeconomic Analysis Framework

	Transportation Investments
	
	Direct Transportation Impacts
	
	Direct Economic Benefits
	
	Macroeconomic Impacts

	 
	
	Travel Time 
	
	 
	
	Income

	Capacity and Preservation
	
	Vehicle Operating Cost 
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	Jobs

	 
	
	Accident Cost Savings
	
	 
	
	Gross State Product


Source: Macroeconomic Impacts of the Florida Department of Transportation Work Program, for FDOT by Cambridge Systematics, Inc, and Glaze Associates.  February 2003.
This analysis, carried out with a variety of analytical tools used to model and estimate the impacts for various categories of benefits, developed estimates of the impacts of the FDOT work program for the five year period starting with the 2002-2003 fiscal year program.  This analysis reported the following impacts:
· Program investments in highways, transit, and rail over the next five years result in an increase of $44 billion in personal income for Florida residents and generate 88,000 new permanent jobs over the next 25 years.

· Work Program investments also yield significant direct user economic benefits to personal travel in terms of reduced travel time, vehicle operating costs, and accident costs.  The direct benefits for personal travel over the 25-year analysis period are estimated to be $74 billion.

· Macroeconomic business benefits and personal travel benefits yield $5.50 worth of economic benefits for every $1.00 invested in the Work Program for highway, rail and transit in Florida.

· Based on studies conducted in Florida and other states, it is clear that the state’s airports and seaports are critical to maintaining an effective multimodal transportation system and support very significant levels of economic activity.  Available studies indicate that investments that increase the capacity or service at airports and seaports also can return benefits in the range of $2 to $13 for every dollar invested. Analysis tools to directly calculate benefits of Work Program investments in seaports and aviation, consistent with the approach used for other modes, were not available.
It is certainly not surprising that spending approximately $5 billion annually will be instrumental in creating jobs and economic activity in the economy.  In fiscal year 2002-2003, the Department’s work program totaled $5.2 billion and supported 8,908 positions.  The work program for fiscal year 2003-2004 totals $6.3 billion and supports 8,045 positions.  These direct impacts are only one component of the overall economic influence of transportation.  Companies, residents, and tourists all make substantial transportation spending commitments.  While the FDOT work program accounts for the dollars that are routed through state government, significant investments in transportation occur at the individual level, via local governments including port and airport authorities, and through businesses that do everything from building roads for new developments to purchasing trucks to shipping products.  The investment to buy, maintain and service the huge vehicle inventory is an obvious example of the magnitude of transportation spending by individuals and businesses.  While different strategies and methodologies exist for measuring and defining the economic benefits of transportation spending, there is a strong consensus that the magnitude of spending on transportation is huge and the direct and indirect consequence to the economy is significant.

Conclusions
Florida’s future economic health will depend on a transportation system that can successfully move growing numbers of residents and tourists and transport goods within Florida and to and from other domestic and international markets.  The cost and quality of transportation directly impact the decisions of businesses, residents, and visitors.  If transportation does not remain competitive in Florida, it will increase the costs and dampen the enthusiasm of future residents, employers, and visitors to move to, do business in, or visit Florida.  To remain attractive and economically healthy will require that Florida have a well-planned and adequately funded transportation system that addresses accessibility and mobility needs.  Transportation is a critical factor affecting Floridian’s economic health and quality of life.  Not only does transportation enable the economy to operate, but investment in transportation infrastructure and services directly supports many Floridians.  
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Florida’s cruise ship industry had almost 9.6 million cruise ship embarkations in 2002, according to the Florida Ports Council.   Transportation of containerized goods has remained stable since 1999, with approximately 110 million tons of goods being shipped through Florida’s ports.








In 2003, Florida’s inter-national merchandise trade was valued at $73.2 billion and is increasing at 3.3 percent annually since 1993. Of this amount, $25 billion of the goods either originated in Florida or had value-added in Florida, according to Enterprise Florida.














Over 110 million passengers travel through Florida’s commercial airports to more than 160 domestic and inter-national destinations, making Florida the 3rd largest state in terms of passenger service. Florida’s commercial airports carry almost 6 percent of the nation’s air cargo.














The more time and money an individual has to spend on travel for a given trip, the less time or money they have to do other things or to travel to additional locations.  








In 2004, the Florida Department of Transportation is programmed to spend $6.3 billion and will directly employ 8,045 people.





Source:  Reebie and Associates TRANSEARCH database, 1998























 "An efficient, interconnected transportation system is key to Florida's economic prosperity and its ability to compete in the domestic and global economies."


		2020 Florida Transportation Plan





 








Figure 4 - Average Commute Time for Florida Counties





Over 287 million boxes of citrus, primarily oranges and grapefruit, were produced in Florida during 2003, with 22.3 million cartons of fresh fruit and almost 35 million gallons of frozen concentrated orange and grapefruit juice shipped to other countries, primarily Canada and Japan.


A major agricultural export from Hillsborough County is live tropical fish air shipped to destinations across the U.S.


Seventy-five percent of the nation’s and 25 percent of the world’s demand for phosphate is provided by Florida. In 2002, 27.1 metric tons of phosphate was mined in Florida and processed into over a billion pounds of phosphate based products.  


Walt Disney World estimates that approximately 25 percent of traffic in WDW is commercial vehicles, of which approximately half are delivering materials and supplies.    


The Wal-Mart distribution center near Macclenny, Florida, opened in 2002 with 680 employees serving 83 supercenters in 3 states and Puerto Rico.  The facility handles hundreds of semi-trailer trucks per day.




















Figure 2 – Domestic and International Freight Flows To, From and Within Florida (Annual Volume)











“We don’t just spend money on transportation or subsidize transportation, we invest in transportation.”  


		Milton Pikarsky








Every product in our home, on our dinner tables, and at our workplace depends on transportation.





As Florida’s economy grows, the focal point of economic activity is shifting from individual cities and towns to economic regions that encompass multiple cities and counties. 





This “Trends and Conditions” report was prepared jointly by the Office of Policy Planning of the Florida Department of Transportation and the Center for Urban Transportation Research at the University of South Florida.  It is part of a continuing process to support the needs of decision makers, transportation professionals, and the interested public.





This and other reports are being maintained on the Internet at:
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