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LA’ s the costs to maintain the current transportation system escalate, so, too, does the need
for new solutions, approaches, and ideas that will bring us closer to the vision of an improved

transportation system.

One of the most difficult parts of planning for the future, though, is gaining an understanding of
what the future may bring. At the University of Minnesota’s Center for Transportation Studies
(CTS), we create and share knowledge and information that helps us move from where we are

now to where we want to be.

Consistent with that role, CTS sponsored two recent events to discuss key elements of trans-
portation: innovative financing and a vision for the future that incorporates the elements of man-
agement, financing, technology, and service. This report shares summary proceedings from those
two events, a Policymakers’ Forum on Innovative Transportation Financing, and a Luncheon

Presentation on the Private Provision of Mobility Services.

These two events involved national and local experts, legislators, transportation managers and
administrators, and other transportation policymakers and professionals in a special discussion
about leading-edge transportation issues. We received feedback from participants encouraging us
to share the information with others. We hope that you find these summary proceedings valuable

in understanding and taking advantage of current and future opportunities.

As always, we welcome your feedback. Please feel free to share your ideas or comments. If you
need more copies of this publication, call CTS at (612) 626-1077.

Best regards,

Robert C. Johns /%,\

Acting Director, CTS
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xecutive Summary

National and local experts joined a crowd of 85 attendees to discuss their ideas about transportation
finance needs and innovative financing solutions at a Transportation Policymakers' Forum and
Working Session sponsored by the Center for Transportation Studies (CTS) at the University of
Minnesota.

The central question transportation faces today is how to provide the
level of financing that is needed for a quality, high-performance trans-
portation system, keynote speaker Jane Garvey, Federal Highway
Administration (FHWA) deputy administrator, told the legislators and
CTS Advisory Board and Executive Committee members who attended.

A recent FHWA report to Congress estimates that over the next 20 years,
the nation will need to increase its capital investment in transportation
by 40 percent annually just to maintain current performance on
highways and transit systems, Garvey said.

That amounts to $16 billion per year that federal, state, and local
governments must invest to keep the nation’s transportation systems
from deteriorating, she said.

Ohio is one state that is looking at the staggering needs for
transportation investment in upcoming years and has responded with
innovative financing, said John Platt, chief of staff for the Ohio
Department of Transportation.

Six projects in Ohio use the following strategies: the issuance of private
bonds for a rail project, use of federal funds as a loan to a private opera-
tor, payback of bonds through lease revenue from a private rail operator,
creation of a Transportation Improvement District, and the creation of a
state infrastructure bank.

Various speakers made predictions of what the future of transportation
will look like, and attendees participated in several exercises to try to
envision the world of transportation in 2010.

* Robert Poole of the Reason Foundation painted a picture of the future
where the gas tax is replaced by a fee based on vehicle miles traveled,
where drivers pay congestion charges on urban freeways, where the
private sector develops major new transportation facilities, and where
pension funds invest in portfolios of highway project debt.

* Policy reforms that will move the United States toward that future include High Occupancy Toll
(HOT) Lanes, Shadow Tolls, the opening up of the interstate system to tolls and public-private part-
nerships, and policy changes to bring private capital to transportation projects, Poole said.

* To deal with the future of transportation finance effectively, the issue needs to be considered in light



of a variety of other issues, according to speakers on the
Reactor Panel.

Transportation finance needs to be examined in light of
land use arrangements and decisions because they create
the need for transportation and its supporting infrastruc-
ture, said John Adams, University of Minnesota geogra-
phy professor.

It will be important to look beyond finance to changing
people’s behavior because travel demand is not decreas-
ing, said Ed Cohoon, Minnesota Department of
Transportation (Mn/DOT) deputy commissioner.

Results from the StoryTech exercises conducted by
futurist Arthur Harkins of the University of Minnesota
noted the importance of telecommuting and telework
sites in the future.

Humphrey Institute Dean G. Edward Schuh stressed
remembering the substitutability between transportation
inputs and communication inputs. The issue is very
important because cost varies depending on interaction
needs.

Steve Martin of the FHWA discussed the difference
between financing transportation and telecommunica-
tions. A huge disconnection exists between who benefits

and who pays for transportation, and transportation then
is viewed as free. Telecommunications and other public
utilities don’t work like that. A continuing theme that
keeps coming up is financing transportation with non-
government capital and paying for it over the useful life
of the facility, Martin said.

Although discussions did not reflect any consensus on the
future of any type of innovative financing strategy, 70 per-
cent of the participants in the StoryTech exercise said that
in the Year 2010 funding sources for transportation facili-
ties will be different from the past. Fifty-five percent said
that in 2010 there will be a greater proportion of funds
available for new or renovated transportation facilities than
in the past.

A CTS survey at the completion of the event showed that of
the respondents, 75 percent believe that projects with a
higher level of local funding should get a higher priority for
federal funding. Eighty-three percent said the federal gov-
ernment should provide more incentives and opportunities
for privatization of transportation facilities and services.



ntroduction

Robert C. Johns
CTS Acting Director

The Event

Welcome to the Transportation Policymakers’ Forum and
Working Session on Innovative Transportation Financing. This
is an educational event, sponsored by the Center for
Transportation Studies (CTS) at the University of Minnesota.
It is consistent with the University’s educational mission,
involving research, teaching, and public service. Our intent
today is for all of us to become better educated and informed
about transportation financing. We hope that new perspectives
and knowledge will help you in making the difficult policy
decisions surrounding this issue.

The Center for Transportation Studies

CTS was established in 1987 when the University hired Richard P. Braun, the former

commissioner of the Minnesota Department of Transportation (Mn/DOT). The CTS

mission is to shape the future of transportation through research, education, and out-

reach. Here are some quick facts about CTS:

* CTS is one of the largest university transportation centers in the country. Our
research programs are multidisciplinary and multimodal, involving over 20
University departments.

* The CTS research program includes more than 200 completed or ongoing projects in
four areas: transportation and the economy, transportation safety and traffic flow,
transportation and infrastructure, and transportation and the environment.

* Professionals—engineers, planners, logistics professionals, and others—are primary
beneficiaries of our program. They serve on our councils and they interact with our
faculty. As a result of CTS research, we have seen innovations in the field, including
new traffic detection systems, new pavement and bridge design methodologies, and
new policy directions.

* Our educational program supports students and professionals with scholarships,
awards, and career opportunities and strengthens the University’s transportation-
related degree programs. We have a Technology Transfer Program that offers short
courses all over the state to local government transportation professionals. Last year,
more than 2,000 professionals attended courses and events held primarily in Greater
Minnesota.

* A rapidly growing CTS emphasis, information/outreach, includes events such as this
one, an annual research conference, symposia, and luncheon speeches. We also pro-
duce various publications, newsletters, and research reports and maintain a library
service. To disseminate our results more quickly, we will be making extensive use of
the Internet and the World Wide Web.

Robert C. Johns

Before joining CTS in
1988, Johns held posi-
tions with the Twin
Cities Metropolitan
Council, the
Minnesota
Department of
Transportation, Santa
Fe Railway, and the
University of Iowa. He
is active nationally as
a member of
Transportation
Research Board and
ITS AMERICA com-
mittees.
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ITS Institute

CTS is also home to an Intelligent Transportation Systems
(ITS) Institute, one of five nationally. The six-year grant
from the United States Department of Transportation and
our partnership with the state’s Minnesota Guidestar pro-
gram have helped make us a leader nationally in ITS.

Outreach to Policymakers

We feel we have been successful as an educator and catalyst
for innovation for transportation professionals. Today repre-
sents a new direction. We want to increase our support to
policymakers. Gary DeCramer and the planning committee
have done a great job in developing this event. We are
pleased to have all of you here and look forward to a stimu-
lating afternoon and evening.
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(l?unsportution Finance and Wayne Gretzky:
Skating to Where the Puck Will Be

Jane Garvey
Federal Highway Administration (FHWA) Deputy Administrator

Dafm Iin M_

The Central Question
How do we provide the financing that is needed for a quality, high-performance trans- : V‘m,ﬂ, Lﬁ‘mmﬂi'm

portation system? This is the central issue facing transportation today. Financing our 1991, she was
growing needs when we have shrinking resources is the key issue. @&lﬁﬁﬁdﬁ@?@'@; .

- Massachusetts %
The Need ~ Department of Public
At a national level, we just completed a report to Congress. It estimates the nation’s - Works. Many elements ﬁ

investment requirements for highways and transit over the next 20 years. We took a very %Wmﬂ?ﬂmj’m

conservative approach to estimating growth in vehicle miles traveled. We assumed that research that @m@ s
demand management and ITS strategies would be used to reduce costs, and we imposed helped initiate have been

benefit cost criteria. ' ﬁ;m;r,@milﬁmfﬂ‘m :

We found that we need to increase our capital investment in transportation by 40 percent | @

annually just to maintain current performance on our highway and transit systems. That | _..'5711 g (44!41333‘ "h’?; e
amounts to $16 billion per year that federal, . I FHWA ‘*W@ _
state, and local governments must invest to . - - ' | reform effort. o
keep our systems from deteriorating. ev_— e ' '

Some illustrations of that need include the

following;:

* There is a shortage of capacity in all
modes, causing congestion and wasting
more than $40 billion annually.

* Vehicle miles traveled continues to rise
at a rate of about 2 or 3 percent annually.

* Too many inadequate connections
between modes prevent us from realizing
the full benefits that are sweeping manu-
facturing and distribution, such as
just-in-time delivery.

* We need to respond to the changing
patterns of commuting and goods o
movement that our existing systems are not designed to handle. We’ve got to
repair or replace an aging, crumbling infrastructure that causes travel disruption,
higher operating costs, and delays.
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The Solution

To meet those needs and the changing demands of the
future, we need to rethink our transportation policies. We
need to come up with more effective system management
strategies, as well as new financing strategies.

System Management Solutions

We can reduce the need for new highway capacity by pro-
moting ridesharing and transit. Efforts to sustain communi-
ties are critical—it’s a mistake to think of transportation in
a vacuum. We must think of it in a much larger context.
When transportation decisions began to cut into the heart
of communities and affect neighborhoods, they quit being
simply engineering decisions and became social, political,
and environmental decisions as well. Better management
and ITS can help manage systems more effectively.

Transportation Policy Changes

This country will need much more investment in trans-
portation infrastructure than traditional highway and
financing approaches can provide. It will need more than
one strategy: grant reimbursement. We will need multiple
strategies in much the same way as the commercial market
does, and we will need to look at new financing tools and
the private sector as well. Paying for projects through grant
reimbursement is outdated. The system adds to the red
tape, adds to cost, and makes it difficult for states and
localities to attract private investment. Waiving those
restrictions and requirements enhances the flexibility of
local decision makers.

The Clinton Administration took the first step in April
1994 when we announced to the states that we were look-
ing for new approaches to financing transportation pro-
jects. We said to the states that we would be willing to sus-
pend our rules. We wanted you to bring us your best pro-
jects and your best strategies, and we would be flexible and
creative with moving those projects forward. We were
interested in moving projects into construction faster, help-
ing states leverage their dollars, and making it easier for
states to partner with the private sector. The initiative is
called The Partnership for Transportation and Investment,
better known among the states as Innovative Financing.

Innovative Financing Strategies

Partnership for Innovative Financing strategies include the

following:

« Increasing flexible advance construction—construction
beyond the life of the Intermodal Surface Transportation
Efficiency Act (ISTEA) of 1991.

« Allowing private sector funds for the state or local match.

« Allowing states to loan federal aid funds on projects
other than just toll projects.

« Allowing bond costs as eligible expenses for federal aid
reimbursement.

By themselves none of the innovative finance techniques
alone will fill the gap. Some may work for some states in
some situations, but they will not replace an adequate core
federal program of grants and aids.

New Policies, National Highway System Bill
The National Highway System (NHS) bill reflects some
strategies developed for states, including the following:

« States are allowed to use federal aid for bond principal,
for interest costs, and for insurance costs.

« Private sector funds and materials can be credited toward
the non-federal match.

« Federal aid funds may be loaned to non-toll entities.

« The bill allows greater flexibility for states to use
advance construction beyond the life of ISTEA.

« It also authorizes state pilot infrastructure banks, a tool to
attract private capital and leverage increased financing in
private transportation. The states create and operate the
banks and may use up to 10 percent of their federal aid
money. Funds in the bank could be loaned out for project
construction, or they could be used as loan guarantees to
lower interest rates and make projects feasible faster. Ten
states will be part of this pilot program.
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[ he Ohio Story

John Platt
Chief of Staff, Ohio Department of
Transportation (ODOT)

An Experience

Ohio invested in innovative financing.
Why did it take that step, what types of
projects did it select for innovative
financing, and where do we go from here?

Ohio’s Need

Ohio’s construction budget is about $1
billion per year, and about 80 percent goes
to maintenance, highway resurfacing,
bridge inspection, and rehabilitation. A
little over $2.2 million, about 21 percent
of budget, goes to adding capacity.

The public planning effort, “Access Ohio,” —
involved 99 public sessions around the state. Through this effort, we came up with John Platt
almost $20 billion in projects needed in the major new construction category. At $2.2

million annually it would take a long time to get through all those projects. Plast is responsible for

departmental communica-

A large number of bridges in Ohio were built during the Interstate era and need : Farss 4
tions, legislative services,

replacement in the near future. In fiscal 1995, it cost $175 million in that category,

and we have to more than double financing for bridges over the next years. customer relations, eco-
nomic development, and

By Year 2020, 62.5 percent of Ohio’s interstate system will be at a level “F” condi- travel information centers.

tion—meaning failure (i.e., congestion). This will have a direct impact on economic In this capacity he is direct-

activity. If we want to be competitive in the global economy, we have to keep trans-

ly responsible for innova-
portation costs as low as possible. s %

tive financing programs for
projects that move people

Ohio’s Innovative Projects and goods conveniently and
The following projects respond to the need for new transportation solutions. cost-effectively. Before
* In Ohio, The Panhandle Rail Project was the genesis for state legislation to pro- Joining the Ohio DOT
vide for loans and leases with private sector parties and to establish a depository in 1991, he was the presi-
account for such lease payments. This project, a 160-mile rail link between dent of Community

Columbus and Pittsburgh, used a $7.2 million Certificate of Participation Shares
issue by a private party, with the state passing through lease payments from a rail
operator to amortize the financing.

Development Planners,
Inc., a consulting profes-
sional planning

* The Pedestrian Facility at Jacobs Field and the Gund Arena in Cleveland was firm in Ohio.
an example of a project that was multimodal in scope. It reduced traffic congestion
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on Interstate 77 and Interstate 71, with nearly 30 percent
of attendees arriving by rail. This project’s success,
using Congestion Mitigation Air Quality funds, devel-
oped broad public support of innovative finance use. The
governor’s and Legislature’s support was solidified by
this project.

« In a Stark Intermodal Project, a new rail/highway

interchange created thousands of jobs and lowered trans-
portation costs for an entire highly industrial region.
CMAQ funds were used as a loan to the rail operator. In
turn the operator pays the lift fee of $10 per freight con-
tainer lift—onto or off of a rail flat car—which will be
deposited into the State Infrastructure Bank.

o The Legislature created the Butler Transportation

Improvement District, in Butler County on either side
of an 11-mile highway link of Hamilton, Ohio, to
Interstate 75. It created many new sources of funds pre-
viously untapped to finance the infrastructure. A toll
facility linking Interstate 75 and Interstate 71 near
Cincinnati will be a future part of this project, with pro-
ceeds going to the State Infrastructure Bank.

« In the Hamilton Third Main Rail project, a 3.5-mile

bypass of congested rail section was completed with pri-
vate advance construction funding at a total cost of
$15.1 million. The railroad advanced 100 percent of the
construction cost. ODOT agreed to reimburse the rail-
road $5.1 million—the cost of four rail/highway grade
separations—with payback at the rate of $1.7 million
per year for three years.

Over the next two years, Ohio intends to develop a port-
folio of direct funded loans as a first step to obtaining a
bond rated infrastructure fund and using the portfolio
of loan repayments as leverage for issuance of bonds.
ODOT will maintain a 2.5 percent to 1.0 debt service
coverage ratio and a cash reserve equal to one year’s
payment on debt. The cash reserve may be funded by
the bond proceeds themselves. On Nov. 7, 1995, Ohio
voters, by a 62 percent majority, authorized ODOT to
increase its debt ceiling from $500 million to $1.2 bil-
lion with the idea that a portion of this expanded debt
would fund an infrastructure bank.
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A Privatized Future

Robert Poole, President, The Reason Foundation
' Robert Poole

Future Visions TELR IS

The following ideas have been discussed at the Blue Ribbon Commission on ~ Poole is fo_und_én:-aﬁd ' |

Transportation Investment in California: ﬁre’;vidént.o'f_ the Reason

* Twenty years from now, the gas tax has been abolished. A fee based on ' Foundation and a nation-
vehicle miles traveled is the main source of funding with different rates for :
different classes of vehicles.

* The other source of funding is congestion charges on urban expressways. The
private sector has developed most major new bridges and highway additions,
and manages many of the major facilities like interstates.

* The debt and equity of highway development and operation firms have
become important elements of the financial markets. Pension funds invest in
secured portfolios of debts for highway projects.

 ally known expert on pri-
‘vatization and transporta-
tion policy. He advised the
White House Office of |

~ Policy ngélppihqni on

 privatization during the

ir ‘Reagan years, and testi-

. fied before the President’s

{ -_C?o_m'missi_'on'{on o

The Forces Behind the Vision E Privatization in 1987.

* Changes in vehicle propulsion systems make the gasoline tax increasingly ; In t};etﬁe‘ld_-"o"'f_;tl,}an sporta-

marginal as a future source of revenue. The continual increase in fuel " tion, Poole was one of e
economy with new fuels like LNG, CNG, and, maybe within 20 years, I’ '

. . : . first to propose privatiza-
hydrogen, as well as some versions of electric vehicles, also contribute to the | ﬁ e = p o= Z
demise of the gas tax t tion of the air traffic con-
I
I

trol system, and his work
 in this field has helped
. shape current proposals
= for an ATC corporation.

* Recent electronic technologies allow charging for transportation in new ways
such as state-of-the-art nonstop toll collection. Tamper-proof electronic
odometers are on the horizon, in addition to
video systems that can accurately photo-
graph license plates and allow us to charge
people.

* There is less federal aid and an overall
funding shortage at the same time that
vehicle miles traveled is growing. There
also is a need to rebuild much of the
interstate investment made in the 1960s.

* In transportation we could be doing a
better job of resource allocation. We need
to make our scarce funds go further and
get the highest return on the investment.
There also is a growing recognition that
users should pay in a more direct way for
transportation use.
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Key Policy Reforms

Hot Lanes — High Occupancy Toll Lanes

Instead of simply letting rideshare vehicles go free on
these lanes, let anyone who either qualifies in that way or
is willing to pay a price. This concept will see its first
application in about two weeks in California on a private-
ly developed set of express lanes in the median of the
Riverside Freeway called SR-91.

Shadow Tolls

With shadow tolls, the private sector identifies a project
that they want to support, but because of projected use or
political reasons the project is not feasible as a toll facili-
ty. The state department of transportation (DOT) commits
to pay the firm that finances, builds, and operates this
facility a certain amount of dollars per year for each vehi-
cle mile traveled. It’s the state in effect building out of
existing highway funds into the future for a given period
of years, the equivalent of a toll on behalf of the users of
the road. Payment on basis of traffic counts. Great
Britain’s Private Finance Initiative currently uses this
approach.

Public-Private Partnership and Tolls on the Interstate
System

Everyone says that we need more private investment in
the highway system, but it has been very hard to bring

that about. Only 12 states including Minnesota have adopt-
ed laws that permit private investment, and so far only
three projects have been financed and built—in Virginia,
California, and Puerto Rico. One problem is that the most
attractive candidates are the high-traffic routes that are
almost all exclusively interstates, yet ISTEA prohibits
them from becoming toll facilities.

We need to examine not only debt and private revenue
bonds, but also equity—basically stock ownership in pro-
jects. An unlevel playing field makes it difficult for the pri-
vate sector to invest in projects. State DOTSs that build an
identical project don’t have to pay taxes on profits and can
issue tax-exempt bonds with tax-free interest. Australia
last summer had the world’s first public stock offering for
a private toll road—the project M2 highway in Sydney.
Australia plans a $300 million public stock offering this
winter to raise stockholder money for the $1.7 billion
Melbourne Citylink project. China had its first stock offer-
ing for a project this year as well.
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Q?./A Panel Highlights

Panelists: Jane Garvey, John Platt, and Robert Poole
Moderator: Mary Hill Smith

How is California dealing with the |
issue of equity on its “Hot” lanes? |
Poole: Basically it’s being framed as an l.{‘ ;
opportunity to take advantage of people e
willing to pay for a system over and above
what they pay in gas tax. There hasn’t
been any significant public outcry about
the idea. The acid test will come when the
road opens in a couple weeks. It is
expected to save 20 minutes on a
commute. If large numbers of people

use it, you’ll probably see the opposition
melt away. If it attracts a handful, it will
be much easier to say “How come they
get this and nobody else gets to use it?”

Garvey: From our perspective, we’ve
looked at that same issue. If there is an
alternative for people, we would agree that providing another option is something we can
do.

Platt: Doesn’t it in fact reduce congestion on the free part of the roadway, so for every
vehicle that pays, it frees it up for someone who is not able to pay?

Could you pay enough for enforcement? What is the cost of
California’s “Hot” lanes?

Poole: On SR 91 in California, the initial charge at rush hour is $2.50 for 10 miles—high-
er than any toll in the United States—with a $.25 or $.50 fee for traveling in the wee hours
of the night.

We’ve heard some dire predictions of the cost of maintaining the
infrastructure. But what’s being done to look at what’s driving those
costs?

Garvey: We’ve made some very good progress. The NHS bill has a number of provisions
that I think get at the issue of regulations—streamlining the transportation enhancement
program,; taking sanctions away on the management systems, allowing those and much
more of an option for the states; and the crumb rubber provision that was in ISTEA origi-
nally. ISTEA is still a work-in-progress. There’s always some balancing. There are issues
we care a great deal about, such as the environment. So while we may want to simplify
and there are things we may want to do simultaneously instead of sequentially, I don’t
think you’ll see those requirements disappear.
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If the public sector comes up with the upfront
money in shadow tolls, is there no risk for
the private sector?

Poole: The public sector comes up with the upfront money
on the strength of a 20- or 25-year franchise. The private
sector then uses the franchise as a means to raise the capi-
tal to build the project or to rebuild or modernize. The
franchise comes up with a negotiated or competitively
determined amount, for example, so much per vehicle per
actual recorded vehicle mile traveled on the road. The pri-
vate sector takes the risk on the traffic outcome and makes
its best guess of what it can attract in the next 20 years,
and they set a price that they can agree to contractually. If
the traffic is better than that, they make more money. If it
is worse than that, they take that risk. It is definitely a risk
transfer in terms of planning and design from the public
sector to the private sector.

If transportation infrastructure becomes a
source of stock investment, how do you rec-
oncile that approach with the sort of societal
goals and environmental goals that Jane
Garvey was just talking about?

Poole: This is true in all sorts of privately financed infra-
structure projects around the world. Most of them are
financed with a mixture of debt and equity. Typically what

we're seeing for new toll roads is 25 percent equity and 75
percent debt in the form of revenue bonds. The developer
provides equity in most cases in the form of cash contribu-
tions.

But in these few cases that I highlighted, a portion of that
equity is provided through an initial public offering in the
stock market instead of the developer just kicking in his
own cash. These roads still must meet all the normal plan-
ning permissions, environmental impact statements, and so
forth, that any other project would need. So there isn’t any
particular conflict between providing good environmental
quality and having stockholders versus having revenue
bond holders putting in the money. It’s new to the highway
area, but it’s not different in principle than the shareholders
of U.S. Steel facing environmental constraints. They want
to increase production and they bring back into service an
obsolete facility that doesn’t meet today’s pollution control
technology. It’s the same kind of question. We definitely
need to pay attention to it, but it isn’t a reason not to think
about using that source of capital for funding.
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SIoryTech Working Session

Arthur Harkins, Associate Professor, Education Policy and Administration

The group completed six StoryTech exercises, where they helped construct transportation scenarios for
the future. The following summaries highlight the results of some of these exercises. A complete summa-
ry is available upon request from CTS.

New Transportation

Facility (Exercise 1)

When asked in the StoryTech

Exercise No. 1 what type of new

transportation facility drivers

would use in the year 2010 as
they overcame morning rush
hour, the answers were grouped
in the following categories:

* Intelligent transportation sys-
tems/personal rapid transit

* Freeway (smart, HOV/many
lanes, elevated, toll road)

* High-speed rail (connecting
with other modes of transporta- |
tion, magnetic resonance
driven)

* Telecommuting/telework

Estimates of the average weekly
toll charge for using the facility are:
* $25 to $50 per week

* $10 to $20 per week

* Distance/variable user fee

* Greater than $50 per week

Source of Funds (Exercise 2)

In StoryTech Exercise No. 2, the group selected the following options for
future funding sources for transportation facilities.

* Combination of public and private funds

¢ User fees

* Private businesses/investments

* Public taxes

Seventy percent of the group agreed that sources of transportation fund-
ing would be different from past sources. Fifty-five percent of the group
agreed that funds for new or renovated transportation facilities would be
greater than before or proportional; 25 percent said funds may be tem-
pered by market forces; 20 percent believed that funds would be less than
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before; and 5 percent said funding would depend on the
quality of new partnerships.

Primary Sources of Equity (Exercise 4)
StoryTech Exercise No. 4 asked what the primary “equi-
ty” sources for toll facilities might be. Responses includ-
ed:

* Alternatives to toll facilities

* Payment per use

* Subsidies/proportional payments

* Better community planning

Future Needs (Exercise 6)

StoryTech Exercise No. 6 asked about the top three items

for a follow-up session. Answers were grouped as fol-

lows:

* Planning and use of new transportation methods and
technologies

¢ Funding

* Public involvement

Participants included these reasons for their top three

choices:

« Land use; feasibility of future technology; consideration
for community

« Transportation is expensive yet appears “free” in some
cases

» Redefined role of user as customer requires new methods

The group indicated an interest in topics on planning and
the use of transportation methods and technologies, as well
as continuing to look at both new funding and technologi-
cal mechanisms for improvement of the transportation sys-
tem.

Specific planning topics mentioned included “land use
planning,” “future of the auto,” and “privatization of
Mn/DOT services.” The group also mentioned topics on
alternative funding methods, such as “revolving loan
funds,” “allocations of revenue” and “income distribution
of user fees.” Many participants wanted to talk more about
the realities of telecommuting and the necessary infrastruc-
ture for public use.




%udor Panel Highlights

Panelists: John Adams, Ed Cohoon, Jane Garvey, G. Edward Schuh, Steve Martin

Moderator: Joe Gasper

Speaker: John Adams, Geography Professor, University of Minnesota

An Issue Bigger than Financing

As a geographer, I am aware that land use arrangements dictate some of our interac-

tions, which are then resolved by our movement patterns. We inherit these

land use arrangements from the past. Techniques such as ways to finance
transportation can pick up the pieces, but they can’t really cause a remod-
eling of the problem we had in the first place.

History and Competing Interests

We have in place a particular communications/transportation
infrastructure that’s enormously expensive and not a great deal different
than it was 35 years ago. And it’s my guess it won’t be much different
35 years from now. That’s a problem. We currently have in place a series
of rigid and very self-serving economic interrelationships in our
economy, each one trying to protect its interests rather than trying to

add value to our national balance sheet. Then adding to that, we have
individual behavior, perfectly normal behavior, where we try to get
something for a price or no price, more than we are willing to pay.

Transportation Benefactors

To talk about a technique for rationing the use of a public facility, which
is what tolls and congestion pricing imply, carries along with it an awful
lot of assumptions that need examination. Whatever we build, any kind
of infrastructure improvement put in place, involves giving as well as
taking. We are good at identifying the takings, but not the givings—
whether they’re purely public actions or public/private partnerships of
the sort we’ve identified here today. Unless we do better at identifying
these, we will compound the felonies we’ve committed in the past.

Land Use, Transportation, and Property Taxes

John Adams, Professor,
Department of Geography,
University of Minnesota

Adams researches issues relating
to North American cities, urban
housing markets, housing policy,
and regional economic develop-
ment. Adams directed the
Humphrey Institute from 1976
through 1979 and twice chaired
the University’s geography
department. He is a National
Science Foundation research fel-
low at the Institute of Urban and
Regional Development,
University of Califomia,'
Berkeley, and economic geogra-
pher in residence at the Bank of
America World Headquarters in
San Francisco.

The way we do these things at the neighborhood level where people live their lives, go
to work, go home, is the consequence of a series of intergovernmental relationships that
just can’t go on in the future the way they have in the past. We force local units of gov-
ernment to raise money with a property tax and force them to compete with one another
with things that they are able to tax. We force them to create land use arrangements that
are in no sense serving the long-term aggregate public interest. We force them to make
arrangements that create a need for interaction, which then creates the need to create the

facilities that permit the interaction.
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Ed Cohoon, Deputy
Commissioner, Minnesota
Department of Transportation

commissioner and chief finan-
cial officer. He was appointed
to this post in April 1991, after
having served in several top
management positions in
Mn/DOT. Cohoon is a licensed
public accountant and certified
government financial manager.
Cohoon currently is chair of
the American Association of
State Highway and
Transportation Officials

on Administration.

Speaker: Ed Cohoon, Mn/DOT Deputy
Commissioner

Travel Demand and Changing
Behavior

In 1975 1 warned
that we couldn’t
raise the gas tax big

(Mn/DOT) enough or fast
enough to meet the
Cohoon is Mn/DOT’s deputy demand for

highway improve-
ments. Nothing’s
changed in 20
years. Travel
demand is increas-
ing faster than we
can provide the
solutions.

We’re behind the
curve—13- and
14-year-olds are
interested in per-
sonal freedom vehi-

(AASHTO) TEAM Institute - cles, and maybe
Steering Committee; vice chair wet\./e lgsttthat gerfl-
eration in terms o
offhe. AASH_TO TR,AC FCE travel demand.
gram; and vice chair of the Maybe these young
AASHTO Standing Committee people are part of

the technology gen-
= eration. In alterna-
ive finance, we have to look not just at finance
but at changing behavior. That’s got to be part of
the solution, and that may be tougher than just
raising the gas tax.

Speaker: G. Edward Schuh, Humphrey

Institute Dean

Transportation and Communication
It’s important to understand the substitutability
between transportation inputs and communica-
tions inputs. We ought to give more attention to
substituting communication sector technology
for transportation. This issue is very close to the
financing issue because the cost is different if
you do it one way than if you do it another way.

Global Competitiveness

The role of transportation in our competitiveness is very
important, both for Minnesota and for the United States.
Three very significant technological breakthroughs have
changed our world: transportation technology, communica-
tion services, and the computer revolution. These have
enormously increased the scope of markets and have enor-
mously increased the competitive advantage of people who
have access to these technologies. These have hardly
touched the developing countries and the previously cen-
trally planned countries of Eastern Europe, the Soviet
Union, and China. Ability to compete is going to be very
much determined by what we do with our transportation
technology.

Equity

The present transportation system is not an equitable or fair
system. All the implicit subsidies benefit the well-to-do.
You can raise taxes to deal with the congestion issue and
those using it won’t feel a thing; in fact you make life a lit-
tle easier for them. It’s really not true that if you take the
present system and impose congestion pricing, you are
making it an inequitable system. This is true in other
modes, such as the development of the Metro subway sys-
tem in Washington. The wealthier suburbs got the first
lines, the poorer the last.

Speaker: Steve Martin, Federal Highway
Administration

The Correlation Between Who Pays and Who
Benefits

The current system has a huge disconnection between who
pays and who benefits. I don’t mean this in terms of
equity among classes but in terms of time. The current sys-
tem of paying for infrastructure—get cash together and
pay for it—is viewed as free. Nothing else is like this—the
telephone system isn’t like this, public utilities aren’t like
this. No one says: “telecommunications is really important
to us, let’s build a grid, and allow people to use it for

free.” There’s no sense in paying for these things upfront.

Finance brings up two important considerations—some
degree of discipline about what should be built and some
way of correlating benefits to use. That may not be a toll. It
could be some of the lease/financing structures that people
are discussing and that Ohio is doing. Tolls don’t have to
make up 100 percent of the payments or even 50 percent of



the payments to bring the system
closer to use and payment. We have
the opposite extreme. A consultant
says we have to invest X billion dol-
lars in the state of Y, so you need to
raise your gas tax by $.05 or $.07
today for transportation to be free
tomorrow. That is no solution and
perpetuates the perception that
everything is free because it is paid
for upfront.

A continuing theme is financing
these things using non-government
capital and paying for them over
their useful lives—Ilike the way that
you pay for your house, like the way
that you pay for your telephone, like
the way that you pay for everything
else. You will get a more rational sys-
tem of use, and you will also be able to build the
things that are currently falling down, because you
can’t amass enough government capital in the cur-
rent budget climate to address these problems.

23



25

%udor Panel Discussion

Highlights

In many areas of rural Minnesota the roads and bridges are in terrible dis-
repair. There’s not enough density for toll roads, and people are paying
less than they used in gas tax. Why don’t we just raise the gas tax?
Martin: Tolls are not appropriate in all situations. They are one of a series of things that
are situationally appropriate. It is possible, say, to raise the gas tax a lot less and pay for
something over its useful life rather than face a very large gas tax to expense something
on the state budgets, as it is done now.

Platt: Tolls are not a panacea, nei-
ther is gas tax a panacea. You need
more tools in the tool box than one
source of funds. We do know there
are certain types of projects in
Ohio that can be used in innovative
ways to capture the value added by
the transportation facility. Let that
pay for those projects. That frees
up other monies to repair the infra-
structure system.

Poole: Tolls are not

appropriate in an area without
population density, but that does
not mean that the gas tax may not
be the best remaining alternative.
If you look ahead, you see how it
is difficult to raise the gas tax, that
more and more vehicles with new fuels and new technologies will not be paying the
gas tax, and that we now have the technology to charge all users on a per-mile basis as
a basic level of transportation funding. It’s really time to look at a series of alternatives
to the gas tax, such as a VMT fee for basic level funding, and then use tolls and other
benefit-capture techniques where they’re appropriate on high-value projects.

Commissioner James Denn, Mn/DOT

Garvey: Just one other point. How do we convince the public that raising the gas tax is
a good option? I think one of the frustrations is that when you mention the “T” word,
there is very, very little support. We have one of the lowest gas taxes in the world. But
it is very hard to capture the public’s interest and attention on that issue. What should
we be doing on the federal level or what could we do together to engage the public in
that kind of debate or support?
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Is any action under way by the federal govern-
ment to take a uniform approach throughout the
nation on transportation funding and solve the
problem of differing taxes at state borders?
Garvey: Certainly some of the innovative financing that
we included is one way to try to provide more flexibility.
In terms of additional dollars, I think those are issues that
will be part of the reauthorization. I have to be realistic.
Every time we’ve gone to Congress in the last few years
the national dialogue has been focused on keeping away
from increased taxes, particularly the gas tax. The national
mood does not seem to be embracing that issue. Perhaps
when we reach ISTEA reauthorization, perhaps when it
becomes clearer what some of the implications of the bal-
anced budget will be, then perhaps Congress and the
Administration will be willing to take that on together.

Martin: 1 think if you were looking for leadership from
Washington, it would be to hand the responsibility back to
the states. The only discussion that I've heard at meetings
has been about tolling the interstate. It has not been about
even indexing the gas tax with inflation. Part of it is that
the gas tax is an efficient revenue source to collect. It is
more efficient than collecting tolls; it is more efficient than
anything else. But generally the perception is that it is an
incredibly inefficient tax to redistribute. It is either not all
redistributed and is taken off budget, or it is inequitably
redistributed from the people who pay in. That is a strong
rural-urban argument. And nobody wants to take on the
question of increasing the “pot” so that we can have a big-
ger argument about the inefficiencies of redistribution.

If we start bonding for roads, how do we respond
to the statement that we’re just putting up more
infrastructure and passing the bill on to future
generations to pay?

Martin: There’s probably some reasonableness test some-
one could devise. For example, we’ve seen some work that
says if you are at a point where you get more than 50 per-
cent of your infrastructure funded with debt, you are prob-
ably getting to some degree of irresponsible finance.
Because at the 50 percent level, your life-cycle cost aver-
age is in the 10- to 15-year window, not 30 years out.
There are some things you can do rather than just loading
up with debt and transferring debt from the general fund
over to specific transportation accounts that probably
offers a happy medium. But some indications say that a

yardstick like 50 percent equity and 50 percent debt is a
responsible thing to do because you are financing over a
10- to 15-year horizon.

Platt: 1 don’t know if I agree with 50 percent, but there is
a certain amount of bonded indebtedness that is okay.
Everybody has a tendency to go to one answer. Don’t go
to one answer. You need a multiplicity of answers to
address this transportation funding problem. On Nov. 7,
the voters of Ohio agreed to raise the bonded indebtedness
ceiling for the Ohio DOT from $500 million to $1.2 bil-
lion. They agreed to do that because they did not want a
gas tax increase. The polls showed 20 percent or less
wanted a gas tax increase. But 62 percent of the voters
supported changing the constitutional debt limit to go to
$1.2 billion because they said, “We need to see you
finance more.” We were at 3 or 4 percent of our operating
budget for debt service, now we’ll be about 7 percent. A
certain amount of long-term debt is okay. With the interest
rates the way they are today, it’s much cheaper to borrow
now and pay on your future success.

You didn’t answer the question about state-to-
state differences. By adding more tools to the
tool box it’s going to be even harder to assess
equity state to state. Is there any way the federal
government can take all of these tools and at
least put them on a level where they can be easi-
ly compared?

Martin: It’s a good point, but the answer is that no one is
talking about that issue. Georgia has a gas tax of $.08,
probably the lowest in the country. Massachusetts has a
gas tax of $.21. The federal formula that redistributes the
efficiently collected federal gas tax does not recognize
what states put in to the equation and has no reward sys-
tem for what you put in for yourself.

Could that be a role for the FHWA?

Garvey: Congress wants the states to compete. Collecting
the tools is exactly what we are trying to do. I'm not satis-
fied with my own answer to you because I feel that the
issue of the gas tax is one that I am disappointed that we
as a nation haven’t taken on. Part of what we are faced
with is that you choose your battles. You have to choose
them carefully and you have to choose them well. We
decided in the NHS to fight for more flexibility for the
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states and more streamlining. We took a battle that we every single day, that’s more likely to encourage people to
thought we could win. I think what you have outlined is live closer to work rather than in the further and further-out
exactly the debate that is going to take place in ISTEA suburbs.

reauthorization. What are we going to do about the for-

mulas? What are we going to do about the issue of equi-

ty—the competition among states? Congress is not going What about selling Mn/DOT? Has any thought

to willingly love to see the FHWA take on a role in that. been given to whether the private sector can do a
better job? Could they stand the scrutiny of a
public referendum as to the quality of their ser-

| agree that the Minnesota property tax may not vices? Are they willing to go out and purchase
have the right rewards built in, but if you shift to land without a public condemnation law? Are they
a sales tax as they did in California you have a even willing to buy a segment of the public ser-
bigger problem where every municipality wants vice?

to have a car sales lot—high-income producing Cohoon: At Mn/DOT, we have looked at individual activi-
businesses. ties that may be areas where the private sector can do the

Adams: I’'m not sure I would agree
with regard to shifting taxes away from
real estate, especially residential real
estate, toward general revenues in the
form of sales tax. We have a penchant
for taxing property and income rather
than expenditures and consumption.
There are historical reasons why we
do that. I think it puts incentives in the
wrong direction in this country. You
could tax food and clothing, but then
the Legislature would have to decide
how to disperse it. There are different
ways of handling that as well.

A lot of general expenses of
government are on the local level of
government—should they be? Why
should Iowa farmers educate kids who
then move to Colorado? We should think about those

State Senator Mark Ourada

things more carefully than we have in the past. In the job better. We have a number of things under way today.
past people weren’t as mobile, and costs borne locally One small example is our sign fabrication. We make virtu-
had local impacts. At the center of these transportation ally all the signs along the roadside. That may be a business
discussions are land use and tax issues of a major sort. we should not be in. We have a study under way to see if
Consider, for example, the Bloomington Ferry Bridge. that is something that could be spun-off to the private sec-
Who paid for the bridge, and who are the primary benefi- tor. We have not looked at a wholesale abandonment of the
ciaries? You’ll find there are two completely different activities that we’re in. Situation by situation, that’s some-
sets of interest at work there. Now why do we do that? thing we need to examine. I don’t know if the private sector
is interested in taking over all the things that Mn/DOT
Poole: 1 wanted to challenge the idea that tolls would does. In some areas, every time Mn/DOT has a transaction
encourage sprawl. I think the likelihood is more the we lose money. Take transit for example. Every time some-
opposite. If you switch from indirect payment particular- one rides a bus, we lose money. I don’t know if the private

ly by commuters to a direct payment where people feel it sector wants to take that over. It may be something that
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government should be in.

Schuh: 1 would like to pick up on the question over
here. You can answer that question by asking if the pri-
vate sector is going to be able to charge for the use of
the highway or whatever the transportation facility is.
You're going to find that in most cases the transaction
costs are going to be so high that they can’t do it. That’s
why we decided long ago that they should be in the
public sector. That generalizes to the discussion of toll
roads. All of a sudden we’ve discovered toll roads and
we think toll roads are going to solve all of our prob-
lems. That surprises me. The conditions under which
you can have a toll road are really very limited. You
might find about a half-dozen places where you can use
it or in the state, but not more than that.

When you drive your personal car, you are engaging in
a highly subsidized activity. You should not be surprised
if the demand for vehicles and the demand for highways
keep going up and up and up. There are ways now to
charge for these facilities, but it will most likely have to
be done through the public sector. It will be politically
hard to do because nobody wants to shoot Santa Claus,
and we have Santa Claus. We get these huge implicit
subsidies, and we love them.



urvey Summary

The following summary details the numerical results
of questions in the forum survey.

Governmental Funding for Surface
Transportation — 37 respondents

How would you rate the job the federal government is
doing funding surface transportation?

Excellent 6 percent
Good 35 percent
Fair 51 percent
Poor 8 percent

How would you rate the job the state is doing funding
surface transportation?

Excellent 6 percent
Good 22 percent
Fair 54 percent
Poor 18 percent

How would you rate the job that local governments
are doing funding surface transportation?

Excellent 3 percent
Good 30 percent
Fair 54 percent
Poor 13 percent

Federal Government Funding Policy
Changes — 36 respondents

Projects with a higher level of local funding should or
should not get a higher priority for federal funding.

should
should not

75 percent
25 percent

The federal government should or should not provide
more incentives and opportunities for privatization of
transportation facilities and services.

should
should not

83 percent
17 percent

Short-term Funding Solution — 35 respon-
dents

The best immediate short-term solution to the state’s
transportation funding problem would be to (more than
one response possible):

Index the gas taX....ccvvrvvniniviiininnennns 40 percent
Encourage private or public/private toll
faCIlities. .covverrrereerreneeerer e 34 percent

Increase the gas taX..........cocovvinecrinninnnnns 29 percent
Broaden the constitutional dedication

of the gas taX.......cccenvrniniennninnenne, 26 percent
Go to congestion pricing in the

MELTO ATCA.....cocrererseriieisuonrosressesrnens 26 percent
Use sales tax for transit.........cccccrenneenene 20 percent
Privatize transit SErvices.......c.covervevnninins 17 percent
Constitutionally dedicate other

transportation funding sources........... 9 percent
(6111755 CHR STV R USRI 9 percent
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[ he Private Provision of Mobility Services
in the 21st Century: How It Happened

Stephen Lockwood, Vice President, Parsons Brinckerhoff

The following summary highlights a presentation by Stephen Lockwood, held Dec. 5,
1995, as part of the Center for Transportation Studies’ Luncheon Series.

Need for Change
Today’s surface transportation sector faces a need for radical overhaul to bring it into
the postindustrial 21st century. There are significant problems with a public service
delivery system that accepts the level of service that reigns on many urban highway sys-
tems, with low speeds and unpredictable disruptions that encourage commuters and
businesses into costly lifestyle and locational changes. The congestion delay alone costs
an estimated $30 billion in the 40 largest metropolitan areas. And the accompanying
unreliability imposes enormous logistics costs, crippling attempts to capitalize on much
of the efficiency potential promised by con-
temporary production and communications
technology, such as just-in-time delivery.

Barriers to Change

In current metropolitan systems, there is no
managed relationship between supply and
demand—it is a “dumb” system with few of
the system owners (state and local govern-
ments) taking operational responsibility
seriously. Since unpredictable incidents
cause about half of delay, provision of
capacity without management is ineffective,
leaving users with poor service, few options,
and little foreknowledge of problems and 7 (S

options. Handicapped by fragmented vy N ]
jurisdictions, undercapitalization, limited
technical capacity, and often politicized
priorities, most urban systems are operating with 1970s technology and investment
levels. The curious thing is that most of us as consumers accept this situation as the best
our transportation agencies can do. Imagine living with hand-cranked, wall-mounted,
operator-manned telecommunications today as we still live with 1950s highway tech-
nology. What we accept in transportation, we don’t accept in other services.

The Last Public Monopoly
Other public utilities services like telecommunications and power have evolved very
differently from urban transportation: They’re technologically innovative, offering
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improved services with a range of customer-responsive
options at prices varying with demand. Although they are
publicly regulated, many of them are investor-owned, pri-
vately managed, and experiencing increasing market seg-
mentation and competition. Virtually none of these char-
acteristics are present in transportation. After World War
11, we developed a set of sectoral role and intergovern-
mental relationships, a technology-and-financing system
tailored around building the Interstate Highway System. It
served us well for 50 years, but is now out of sync with
the new surface transportation missions and circum-
stances. Highway transportation is the last great govern-
ment-provided public utilities monopoly still surviving
into an age of increased government downsizing, deregu-
lation, devolution, and privatization.

No One Silver Bullet

There isn’t any single silver bullet—whether it’s light rail,
intelligent transportation systems, reinventing govern-
ment, innovative finance, or public-private partnerships.
Technology offers opportunities for improvements to capi-
talize on those opportunities, but the transportation sector
itself needs radical change. There needs to be a holistic
strategy which holds realistic promise of achieving the
service mission.

2050—A Vision for the Future

To envision the possibilities unlocked from today’s dis-
couraging inertia, let us “backcast” from the year 2050 to
paint a possible vision of transportation as it could evolve
following trends in other public service sectors.

As far back as 2025, progressive states had already moved
quickly to develop priced toll networks on the upper-level
highway systems together with consistent application of
advanced traffic operations and demand management.
This established the kind of framework and control over
highway systems that had long been achieved by power
and telecommunications companies. Some of these were
private franchises and others were publicly operated.

The exacting demands of operating and financing the
evolving technology soon led to the consolidation of high-
way agencies with major private transportation and tech-
nology companies into regional “transcorps” on a multi-
jurisdictional basis. Twentieth century public agencies,
such as the Minnesota Department of Transportation

(Mn/DOT), had joined with the Iowa Department of
Transportation, Bell, IBM, and Chrysler to form the
“Midwest Transcorp,” whose shares are traded on the stock
market to raise capital for automation.

Congestion is now an obsolete term because we use vari-
able pricing and capacity manipulation to offer consistent
service. Drivers receive discounts if they use pre-trip regis-
tration, which allows the transcorps to predict traffic vol-
ume and patterns and anticipate problems.

The transcorps leverage information and prices to moderate
demand and operate the available capacity on a demand-
responsive basis. The system makes use of comprehensive
real-time knowledge of traffic and travel conditions to send
routing time advisories directly to portable in-vehicle com-
munication devices. As a result, they are able to take reser-
vations and guarantee arrival trip times.

Automated highway technology fosters improved crash
avoidance and led to intercity speed limits of 105 miles per
hour, as well as advanced urban bus and truck platooning.

Electronic billing services keep track of time, distance, and
type of service. Customers receive their transportation bills
consolidated with their communications bills so they can
make the appropriate personal trade-offs. Customers may
grumble somewhat about fees, but they believe the higher
speeds and delay-free travel are well worth the price.

New Paradigms

Moving toward such a future requires not just a new para-

digm, but a whole new collection of paradigms, including:

e prioritizing operations alongside preservation

¢ converting users to customers

* replacing command-and-control with market-responsive-
ness

» providing service options beyond one-size-fits-all

* converting infrastructure to infostructure through new
technology

* separating regulation from provision

* substituting entrepreneurship for bureaucracy

* supplementing on budget tax funds with private finance

* introducing competition into monopoly

To move in these directions, transportation institutions
must go beyond the preoccupation with preserving sunk
investment to embrace a new mjission focused on opera-
tional performance. This presents a set of simultaneous and



interrelated challenges of integrating technology into the
existing infrastructure, commercializing service based on
fee-driven finance, and developing new forms of institu-
tional and sectoral collaboration. The challenge is to con-
sider what that really means as a practical manner, as well
as conceptually speaking.

Building the Future

How do we move toward that vision? The key to this

future is the necessary dependent synergy among man-

agement, finance, and technology, in five areas:

1. Transportation services must be provided more like
managed business, similar to the structure of other
public utilities. The upper-level systems offer oppor-
tunities for self-supporting improvements in services
and operations. '

2. Reliance on service-based pricing must be evolved as
users experience the potential for improved service
and the advantages of real-time information.

3. Sector roles need to be reallocated, with public agen-
cies focusing more on the policy, regulation, and
measurement of system performance. The wide-
spread deployment and operations of complex, rapid-
ly evolving technology implicit in intelligent trans-
portation systems are not within the capacity of most
public agencies.

4. New forms of collaboration are needed, reallocating
risk and reward between private profit-driven entities
and public agencies providing policy oversight.
Public institutions like infrastructure banks can
induce significant private investment. This is quite
common in other countries.

5. The concept of “transcorps” should be advanced.
Transcorps could merge public interest and private
management into a single new type of enterprise,
delivering innovative service to transportation cus-
tomers, priced according to market yet responsive to
public policy objectives.
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Beyond NexTEA

The upcoming reauthorization of the federal transportation
program offers an opportunity to progress in some of these
directions, building on the momentum of ISTEA. Changes
in structure of the federal program might consider further
devolution through block grants and encouragement of a
new set of new state, local, and metropolitan relationships
appropriate to a performance orientation. Resource policy
might focus on some degree of federal tax turnback with
support for commercialization and further incentives to
encourage private investment. Technology policy might
emphasize continuing federal commitment to research and
development and a stable cooperative technology develop-
ment program.

Moving Forward

The options for change presented today may seem like
large steps—aggressive and politically difficult. But the
palette of incremental options for evolutionary change is
growing through progressive experimentation, such as here
in Minnesota. What is lacking is an overall vision that can
help bring the future forward. Many professionals in trans-
portation are exhausted through coping with an undercapi-
talized, bureaucratic environment with strong political limi-
tations. The challenge before us is to initiate a serious pro-
fessional dialogue that defines a future worth fighting for
and then focuses on the preconditions for the necessary
changes and innovation. What is then needed—and is
equally difficult to define—are the doable small steps that
constitute real progress towards a vision. Without these
steps, these grand concepts don’t mean anything.
Everybody needs to contribute to this process.
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