





tstill all comes back to money—finding enough of it to

pay for all needs. And the equation doesn't change.

Ultimately, the public must pay for infrastructure main-

tenance and improvements through sales, property,
and income taxes, and various types of tolls and user fees.
Governments can delay or string out payments by funding
projects through bond issues, but those bills ultimately
come due for future generations of taxpayers. Private op-
erators may pay the government for concessions and take
on project risk, but they charge users to make their appro-
priate profit. You can't get something for nothing.

The United Kingdom instituted public/private partnership

(PPP) strategies more than 20 years ago under the Thatcher
government, and interest from European countries has
steadily gained momentum since then with a recent uptick
in activity. Financing volume in the European PPP market (ex-
cluding the U.K.) grew by one-third during the first half of
2007, mostly for transport projects, after the PPP market size
increased 37 percent in the 2005-2006 period. Spain,
France, and Italy have privatized many motorways, and now
the EU looks for PPP participation to accelerate the imple-
mentation of connectivity projects. A new program has been
established to help governments develop PPP projects that
can meet guidelines for funding support from the European
Investment Bank and other EU entities. Germany steps up
PPP activity as the government gears up to address mainte-
nance and refurbishment projects, while Greece and new EU
members from poorer countries in eastern Europe like Bul-
garia and Slovakia employ PPP structures to upgrade systems
closer to the quality of those of their western neighbors.

A new report estimates that PPPs provide funding for
about 15 percent of infrastructure projects in Europe. But
some ministers fret: "Consultants dominate the field and
government does not have enough embedded expertise.”
Private financing may move expenditures off public balance
sheets, "but [this] is not necessarily wise." "The role of gov-
ernment remains key," says an interviewee. Government
has to provide the framework to make the overall system
work and connect to best advantage. Private funders and
operators focus on their one-off projects. When it comes to
transport concessions, they want to maximize revenues for
their segments, which may conflict ultimately with inte-
grated planning for rails, roads, transit, and air routes. High-
speed rail, for example, has affected airport volumes in
some secondary markets. Agreements on existing conces-
sions cannot be allowed to block necessary new projects,

which might eat into investment returns if they are built.




China's Model

Until recently, China's sudden transformation from rice pad-
dies to industrial power was funded directly by the govern-
ment treasury. But the headlong foray into building net-
works of roads and rails, new ports, airports, dams, and
power grids could not be sustained at the $150 billion an-
nual pace. Running out of cash and taking some pages out
of the capitalist playbook, this totalitarian communist state
fashioned its own hybrid financing model, creating corpo-

rations to develop and manage infrastructure projects. The

government owns the corporation as a shareholder together
with private entities and local governments participating in
the venture. These private shareholders may be interna-
tional firms or more likely army leaders or well-connected
party elites who manage the projects and get them built. All
owners earn returns on the same pro-rata basis, sharing risks
and rewards. These corporations can be taken public as ini-
tial public offerings (1POs), and the government directs pro-
ceeds back into other projects. The China Railways 1po, for
example, raised $3 billion in 2007. And Hong Kong uses the

“"government as shareholder model” to build new railways

rom a project economics standpoint, the 31-

mile (50-km) Channel Tunnel (Chunnel) un-

questionably looks like a bust. Completed
in 1994, the $15 billion sub—English Channel rail-
way passage linking England and France still oper-
ates in the red after repeated financial restructur-
ings. An extraordinary engineering feat boring the
world's second-longest underwater tunnel, it is
one of only two investments on which the Euro-
pean Investment Bank has ever lost money in its
50-year history. Opponents to government out-
lays for major infrastructure initiatives can effort-
lessly point to the Chunnel and Boston's smaller-
scale “Big Dig" as egregious examples of cost
overruns and fiscal irresponsibility ultimately at
taxpayers' expense.

Saddled with paying off onerous debt,
Chunnel operators and shareholders continue
to grapple with the necessity of implementing
high toll charges, which result in freight and
other traffic volumes well below original pro-
jections. But the Chunnel enables greater Euro-
zone connectivity essential for facilitating more
efficient and faster movement of people and
goods, relieving congestion at ports and air-
ports, while avoiding the vicissitudes of unpre-
dictable regional weather. More business trans-
acts between Europeans capitals, and tourist
travel has been facilitated. And the Chunnel
shows signs of meeting its formidable poten-
tial, especially for passenger trains.

Connecting Britain to the continent by rail
and road had been an obvious economic imper-
ative for nearly two centuries. Since 1800, vari-
ous regimes and entrepreneurs had contem-
plated a channel passage seriously, but various
wars and engineering conundrums led to re-
peated false starts and dashed expectations. In
the post-World War Il period, officials over-
came national security hurdles, finally pushing
forward with excavation. The potential out-
weighed the obstacles and the costs. Simply
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put, “It had to be done,"” said an interviewee, to
meet the needs of the next 50 to 100 years.

Despite missed forecasts, more than 2 mil-
lion cars and 1.3 million trucks shuttle through
the tunnel annually, and passenger travel on
high-speed Eurostar trains continues to grow,
exceeding 8.2 million riders in 2007 with a 15
percent revenue increase over 2006. Train trips
from London to Paris take about two hours and
15 minutes center city to center city, and rail
travel now eclipses planes as the favored mode
between these global business centers. Rather
than being a white elephant, the Chunnel ce-
ments its promise as an essential part of Eu-
rope's integrating transport system, which in-
creasingly takes advantage of high-speed rail
technologies.

Already popular, London to Paris or Brussels
rail service got a big boost in November 2007
when the U.K. leg began running on the coun-
try's first high-speed line out of a refurbished
international terminal in St. Pancras Station.
The St. Pancras facelift cost $1.6 billion. Euro-
star trains can now ply the English countryside
to the southeast coast at speeds above 180
miles (288 km) per hour, cutting 45 minutes off
previous travel times. Trains slow down tem-
porarily in the Chunnel to about 100 miles (161
km) per hour before accelerating again in
France. For many riders, taking the train in-
stead of the plane has become a no-brainer,
with coach tickets pricing out at about $100
one way. It's possible to travel more reliably
door to door between these cities in comfort-
ably less time than the flying alternative.

Located in north London just east of Regent's
Park, St. Pancras is a gorgeous, gingerbread
brick Victorian church-like edifice with a mag-
nificent glass roof that is easily reachable by
the city's vast network of “Tube" trains. Even
with its Paddington Express rail line, Heathrow
Airport cannot compete in accessibility and dri-
vers take their chances with inevitable conges-

Chunnel Value

tion on roads to London'’s airports. Time-con-
strained business travelers particularly like
avoiding airport security checks—the railway
employs a modified passport control and
screening process that speeds passengers
through X-ray machines. And the airy new in-
ternational terminal boasts all the comforts of
cushy airline waiting areas.

Except in extraordinary storms, trains avoid
weather snafus that can derail airline or hydro-
plane schedules, especially in rainy northern
Europe. Cellphones, BlackBerries, and laptops
function on most of the passage, although tun-
nels can interrupt service. The train doubles
and triples speeds of cars along passing motor-
ways, and the bar car is available at all times for
food and drink without the obstacles of turbu-
lence and seat belt requirements. Arrival at
Gare du Nord Paris leaves passengers steps
away from connections to the city's major
Metro and RER lines or a ten-minute walk to the
Opera House. Hourly train service can accom-
modate upwards of 1,000 passengers—three to
four times what a typical passenger jet can
carry—and the railway boasts of its environ-
mental benefits on ticket folders: “Traveling on
Eurostar . . . releases ten times less coz emis-
sions than flying between destinations.”

Many essential large-scale infrastructure
ventures may never pencil out without factoring
long-term multiplier effects of increased com-
merce and interactivity that substantially out-
weigh upfront costs and early losses. The Chun-
nel arguably represents an essential loss-leader
project that should help propel European eco-
nomic synergies for many decades to come.
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Despite critical infrastruc-
ture failures and the sheer
necessity of consensus,
shoring up political will to
repair infrastructure in the
United States is a major

challenge.
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along highways with stations, forming hubs in high-rise res-
idential districts. "The U.S. and the rest of the world could

learn athing or two about financing its infrastructure needs

from, of all places, China."

The United States Starts to Focus

The United States has endured two recent reality checks
about its deteriorating infrastructure—Katrina and Min-
neapolis. People died because poorly maintained levees
burst and a bridge collapsed. The incidents scared the pub-
lic, and politicians held hearings. Engineers were sent out
to inspect overpasses and bridges in every state—they
found plenty of problems to reinforce the 2005 American
Society of Civil Engineers report card, which graded the na-
tion's roads (D), bridges (C), and dams (D), hardly reassur-
ing marks. After a month or so of hand-wringing and pos-
turing, the headlines diminished and the politicians went
back to talking about "no new taxes" and "cutting spend-
ing." Now, the country enters an economic downturn, the
job picture sours, gasoline prices soar, and inflation takes
off—nobody has the stomach to pay more for anything,
taxes and tolls included. Recent reports attribute the Min-

neapolis tragedy to poor design, not necessarily a lack of

maintenance. People rationalize that maybe fixing things
can be put off after all. And worsening congestion and a few
more potholes—well, that's just a fact of life; these things
have been happening for years.

"People called me up after Minneapolis and thought I'd
be inundated," said an infrastructure fund manager. "But I'm
not busy. We're doing deals like parking lots instead of
roads. The reality check hasn't registered yet." Says another
interviewee: "We will need to suffer more crises to change
attitudes; it has to become more obvious before we do
something, and we're not there yet."

Despite the discouraging U.S. political environment,
some progress is occurring, particularly at the state and lo-
cal levels, where politicians call for increased investment
and start to generate support for or at least discussion of
various infrastructure initiatives:

California passes an infrastructure bond issue, recog-
nizing the need to upgrade roads, levees, and public build-

ings.

Texas and Florida hire private companies to build and

operate new toll roads and Virginia moves to toll some lanes.

New York City attempts (and fails for now) to enact con-

gestion pricing for its Manhattan business district, targeting
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Breakdown of All Transportation Infrastructure Deals Involving PPPs,
January 2006-February 2008

Type of PPP transactions worldwide,
January 2006-February 2008.

(US$ BILLIONS)

Ten largest transactions in 2007.

REFINANCING:
4.23

lefsina-Corinth-Patras-Pyrgos-Tsakona Motorway

Peloponnese Road $3,000 Greece

M6 & M6o Motorway Expansion PPP 1,588 Hungary
Maliakos Kleidi Toll Road PPP 1,234 Greece

London Underground Northern Line PPP Refinancing 1,218 United Kingdom
Quadrilatero Il Lotto Motorway 982 Italy

Interstate 95/495 Virginia HOT Lanes PPP 937 United States
Tyne Tunnel Crossing PPP 835 United Kingdom
Milan Metro Line 5 Il Maxilotto SA/RC 818 Italy NEW PROJECTS: 38.79
Brussels-Schaerbeek-Mechelen Diabolo Rail Links PPP 801 Belgium

M3 Clonee to Kells Road PPP 776 Ireland

Total $12,189

FIGURE 22. Value of PPP deals by region in 2006 and 2007.

2007

2,000 10,000 12,000

Source: Infrastructure Journal online database.
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proceeds for new subways and bus lines to areas without
mass transit. Other cities including San Francisco, Seattle,

Minneapolis, and Miami consider congestion pricing zones.

» Governorsin New Jersey and Pennsylvania jawbone for

raising turnpike tolls.

» Presidential candidates debate increased infrastructure
spending to stimulate economic growth and provide jobs

during a recession.

» President George W. Bush hints at support for direct
user fees and more tolls to replace the sunsetting federal

gas tax, which funds the Highway Trust Fund.

» Abillisintroduced in the Senate to create a national in-
frastructure bank to finance projects of substantial national
or regional significance that are not adequately served by
existing funding sources. Other proposed legislation calls
for "Build America Bonds" to pay for transport infrastruc-

ture.

»  Governor John Corzine of New Jersey announced a plan
to consolidate the state's small municipalities in order to fa-

cilitate regional planning and find efficiencies.

Though sporadic and unfocused, these proposals and
actions set the stage for dealing with the country's infra-

FIGURE 23.
Regions still expect to
receive the majority of
funding from familiar

sources.

EXPECTED FUTURE FUNDING
SOURCES FOR FUTURE
INFRASTRUCTURE PROJECTS

(NEXT TEN YEARS)

Source: ULI Survey of
Metropolitan Planning
Organizations,

January-March 2008.

structure issues. Looming Highway Trust Fund insolvency
will force debate about how to pay for the country's roads
and mass transit systems and draw attention to immense
funding gaps. The federal gas tax—supported highway and
transit trust funds account for nearly 40 percent of the na-
tion's road and transit funding. Politicians who are loath to
increasing the gas tax, one of the lowest in the industrial-
ized world, may latch onto user fees as a solution for raising

necessary revenues.

Jobs Program

Depending on election results and the potential for endur-
ing economic weakness, funding jobs programs related to
rebuilding infrastructure could gain political traction as part
of a stimulus program that reduces unemployment. "A jobs
program can be a means to an end, a powerful tool for eco-
nomic development, funding future infrastructure to in-
crease employment and improve economic competitive-
ness." If properly directed, short-term funding could
address upgrading and refurbishing high-need roads, tun-
nels, bridges, and other facilities identified to be in less than

satisfactory condition.

Private Funding

Debt Instruments

General Taxes

State Gas Taxes / User Fees

Federal Funds
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ublic/private infrastructure collaborations

have not been confined to industrialized

nations or countries like India with substan-
tial emerging growth potential. For more than a
decade, Egypt has used build-own-transfer (BoT)
financing structures to secure necessary infra-
structure investment without sapping its fragile
national treasury. But creating a tourist destina-
tion on a barren sand strip, located closer to Su-
dan'’s border than to Cairo, presented particular
funding and logistics challenges for Egypt's avia-
tion and tourism officials.

By the mid-1990s, the realities facing a cash-
starved government had stymied efforts by
Egypt's Ministry of Tourism to jump-start its
grand plan—a new resort area along isolated
southwestern Red Sea coastline. The ministry
had identified a seaside stretch harboring some
of the world's finest coral formations, tropical
fish habitats, and a snorkeling/scuba diving
paradise. The ministry's problem was how to
get people there. Near an obscure fishing vil-
lage called Marsa Alam, this desolate desert
patch dotted with Bedouin huts needed a first-
class international airport as well as basic utili-
ties before any developers would chance build-
ing hotels and other tourist amenities. And
there was no way the government could pay for
a big-ticket transport project even if it meant
building on the success of earlier resort devel-
opments.

During the 1980s and early 1990s, Egypt en-
joyed success by expanding its tourist industry
beyond the pyramids and ancient Nile River
sites to alluring Red Sea resort-style locales. By
attracting foreign investors, developers, and
hotel companies, the government transformed
Sharm El Shiekh on the Sinai Peninsula and
Hurghada east of Cairo into popular sun-and-
fun “party” destinations catering to both do-
mestic and European mass-market vacationer
segments. More like Fort Lauderdale than
South Beach, Sharm and Hurghada had not cre-
ated upscale environments to compete against
high-end Mediterranean, Caribbean, and South
Seas resorts. The ministry's Marsa Alam strat-
egy would target this more affluent segment.

Up against a wall, Tourism and Transport of-
ficials borrowed from BOT concepts that had
funded major power projects, transferring risks
from the government to the private sector. But
the airport project had to be economically vi-
able to attract any capital—a tough sell consid-
ering only 800 hotel rooms existed in an area
without basic services like water, power,
telecommunications, and sewage treatment.
Tendered in 1997, the venture attracted little
interest except from a Kuwaiti company, M.A.
Kharafi Group, which had greater designs.

Kharafi struck a deal with the government
to build a $160 million international airport as
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well as power, telecom, and water treatment
facilities in return for a 40-year concession
on the airport and development rights to an
adjacent $2.5 billion master-planned resort
branded as “Port Ghalib.” Encompassing 301.3
million square feet (28 million sq m), the devel-
opment ultimately is slated to feature 12 hotels,
the Middle East's largest private marina, retail
malls, a convention center, vacation apartments,
and condominiums. Kharafi secured financing
from foreign sources without tapping stressed
Egyptian banks. The government invested
nothing and incurred no debt, but receives a
share in landing fees, generating sought-after
foreign currency flows, and from various airport
franchises—parking, shops, and restaurants.
So far, airliner and passenger traffic into
Egypt's first privately owned airport has in-
creased from 23 flights and 2,900 passengers
in 2001, the year when the field opened, to
nearly 5,000 flights and 642,000 passengers in
2007. Hotel rooms, some rated four and five
stars, now total 11,500. Jobs in the area have
increased to 34,000 from only 2,400 in 1998.
The airport accommodates 767 airliners and at-
tracts regular weekly flights from diverse Euro-
pean capitals including Paris, London, Vienna,
and Brussels as well as Cairo. Indeed, the BOT-
financed airport project has met the govern-
ment's objective—establishing a new tourist
destination that provides jobs and attracts eu-
ros and dollars into the country's hard-pressed
economy without having dented the national
treasury for any contribution.

Airport Financing Turns

Nowhere into Somewhere
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FIGURE 24. The European Investment Bank is involved in all aspects of

infrastructure finance, with transportation being the largest.

ALLOCATION AND VALUE OF EIB FUNDS FOR PAST FIVE YEARS (BILLIONS EUROS)

COMPOSITE
INFRASTRUCTURE 6.3

TELECOMMUNICATIONS 8.6

SERVICES 12.2

HEALTH AND
EDUCATION 17.8

INDUSTRY 18.9

URBAN INFRASTRUCTURE 9.5
TRANSPORT
WATER AND SEWERAGE 11.5 62.4

GLOBAL LOANS
56.8

ENERGY 22.2

Source: European Investment Bank.
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Infrastructure Bank

A U.S. infrastructure bank might provide a solution for help-
ing fund a jobs/infrastructure program as well as future
large-scale projects. The bank concept could be modeled
on the European Investment Bank (EIB), a mainstay of the
continent's infrastructure funding for more than 50 years.
The EIB has been instrumental in financing major cross-bor-
der projects for rails and roads as well as integrating hous-
ing and commercial development into transport projects. In
2007, the bank doled out $55 billion. Only two of its projects
have recorded bank losses—the Chunnel and London's Ca-
nary Wharf—both of which have had transformative eco-
nomic impacts since completion. Under the Senate pro-
posal, an independent national bank would be financed with
a $60 billion bond issue. Up to 50-year long-term bonds
would be issued by the bank, aligning with timelines for in-
frastructure paybacks. As bonds pay off, the bank would be
self-sustaining.

A national infrastructure bank could also help integrate
policies and planning for large-scale projects with impacts
across state borders and municipal jurisdictions. Funding
guidelines could be used to encourage various government
entities to fall in line with best practices and common-good

solutions, and to help sublimate parochial interests.

Coordinated Federal Policy

No more time can be lost. The federal government must set
a policy course that enables greater mobility and produc-
tivity as the nation's population grows and concentrates in
major gateways and megaregions. Congress probably has
no desire to reformulate federal bureaucracy, but good ar-
guments can be made for streamlining agencies to break
down funding silos and coordinate transport and land use
policy, working with state and local governments. At the
very least, the 100-plus federal programs doling out money
for transport projects need consolidation. Ideally, cabinet-
level responsibility should be established for setting national
infrastructure priorities, identifying transport corridors, fa-
cilitating connectivity between regions, and reducing con-
gestion. Special attention needs to be directed at develop-
ing infill housing in emerging suburban nodes near mass
transit stations. Dedicated routes must be identified for rail-
roads and trucks to move freight into and out of key sea-
ports and airports. Emphasis needs to be placed on pre-
serving urban and suburban green space, and creating

environments that are less car dependent.

“No Flood" of Privatization

After a spurt of concession agreements—the Chicago Sky-
way and Indiana Toll Road in 2005-2006—and "significant”
resulting backlash, state governments temporarily have
veered away from embracing PPP transactions for road sys-
tems. "The premise was [that] all sorts of activity would
break loose after these deals, but it looks like PPPs in the
U.S. will be more of an evolution than a revolution.” First,
drivers naturally objected to increased tolls, and then
naysayers argued that Chicago and Indiana didn't get
enough in multibillion-dollar payouts for the 75- and 99-year
concessions. Labor unions chimed in, railing against private
takeovers and even subcontractors resisted—"government
always seems to pay for overruns, but private operators
might not."” Most recently, Texas backed out of a concession
arrangement on a state highway outside of Dallas, chang-
ing revenue parameters after soliciting bids. For private in-
vestors, the bidding process has become too expensive and
ambiguous to stoke much enthusiasm.

Now, both government officials and private operators
"take a breather” and step back to figure out how to do more
deals. Cash-strapped federal and state governments can't
afford to turn tail on the estimated $400 billion of buying
power available in infrastructure funds, raised by various in-
vestment banks and money managers from around the
world. Fund managers, meanwhile, hone in on an array of

choice road/bridge/tunnel assets throughout the country,
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which are proven revenue producers and transport monop-
olies. "PPPs happened out of necessity in the U.K. and Aus-
tralia, and slowly the U.S. is figuring it out.” The following
are various PPP trends and issues that need to be addressed:

»  Private operators tout how PPPs shift risk away from tax-
payers, but they increasingly shy away from construction
deals and refurbishments on tunnels, bridges, and subway
systems—"there are too many unknown elements." Con-
sortiums restoring London's "Tube" stations and building a
tunnel in Sydney went bankrupt. “Tunnels make for difficult
PPPs—soil conditions can be a problem, putting too many

risks on the contractor.”

» Funds like "no-curveball deals"—building courthouses
and schools or taking over existing road concessions where
they can add value by finding operating efficiencies or in-

stalling new technology.

» Specialist operators of ports and airports have won
plaudits throughout the world, but the United States has
blocked private managers from running its major transport
facilities. The most qualified operators are foreign owned
and 9/11-related security concerns create political road-
blocks. "It's a fertile field for U.S. companies to enter, but

none seem to have sufficient expertise or qualifications."
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FIGURE 25.

Almost all regions are receptive toward the use of PPPs to fund infrastructure projects.

How receptive MPOs are toward using PPPs

How MmPoOs perceptions of PPPs

have changed over the last year

Very receptive 13.6% Much more favorably 0.0%
Receptive 45.5% More favorably 18.2%
Somewhat receptive 27.3% No change 81.8%
Not receptive at all 0.0% More negatively 0.0%
Agency has not explored use of PPPs 13.6% Much more negatively 0.0%

Source: ULI Survey of Metropolitan Planning Organizations; January—February 2008.

» Governors want to avoid "Skyway" fallout and focus PPP
proposals on toll road construction projects. They figure
that drivers won't whine as much over tolls when they get
the value-add of a new highway. But higher risk—con-
struction uncertainties and problematic traffic volume fore-
casts—pencils out to lower bids from funds/operators. “The
states need to share the risk or the deals won't fly." Unions
have been "more accommodating” on new development ini-

tiatives, which create jobs, than on concession takeovers.

"The model is rolling out slowly and more states examine al-

High-rise development
around Beijing's third ring
road shows how Chinese

cities are being built today.
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An engineering wonder
when completed in 1868,
London's modernized

St. Pancras Station is now
the gateway for high-speed
rail service to Paris via the

Channel Tunnel.
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ternatives.” Florida, Texas, Virginia, North Carolina, and
Georgia have new toll roads under construction or roads in

planning stages with private operators.

»  Private managers will pay more for established "brown-
field assets" in high-travel corridors. They all want a piece
of the New Jersey or Pennsylvania turnpikes, two prime in-
terstates with grandfathered toll rights granted to the states.
The Tappan Zee Bridge on the New York Thruway just north
of New York City also gets noticed. But governors and state
legislators could be staking their political futures on putting
these cash-cow assets in the hands of private operators. Ex-
pect next-generation deals to share revenues and give
states more control in overseeing management. Concession
terms will be considerably shorter than those for the Sky-

way and Indiana deals.

» Support builds for Congress to allow states to establish
tolls on interstates. Federal law allows only a small percent-
age of these highways to impose user fees. Such action
would open thousands of miles of prime roads to potential
concession agreements. Interstate tolls might become more
politically palatable for drivers in return for elimination or re-
duction of the federal gas tax. States would gain a platform
to impose behavior-changing user fees and generate sorely
needed revenues for infrastructure maintenance and capital
projects. Metro planners count on using more PPP-managed

user fee systems in long-range traffic management programs.

» Interest diminishes for schemes that raise tolls to cover

noninfrastructure-related shortfalls in state budgets. "It's

just not good public policy.” Governor Corzine's trial bal-

loon in New Jersey dropped like lead, but he used the re-
jection as cover to make substantial spending cuts in state
services. To work constructively and change behaviors, user
fee charges should relate to maintaining and improving

transport systems.

» The United States needs more experienced public and
private-side practitioners to fashion policy for undertaking
PPP transactions. "At this point it's all left to lobbyists, not ex-

perts.” "Pressure mounts for creating a more uniform ap-
proach to handle these transactions.” A standardized pro-
curement process, used by all states, would facilitate bidding,
reduce expenses for bidders, and establish discipline for un-
derstanding and reviewing deals. "We're doing it all back-
wards," says an interviewee. "States are asking private op-
erators to bid without setting any parameters to bid on, and
then determining parameters based on the bids." "This is far
from ideal.” The federal government could help find con-
sensus among states by basing federal funding for projects
on meeting federal procurement requirements. "Until this
happens, private capital will steer clear. The states will learn."

» Freight railroad companies heavily invest in new tracks
and facilities, a harbinger of "returning to pre-World War |
times, when the private sector built railroads and commuter

lines around cities like New York and Philadelphia.” "There's
really nothing new about private involvement in building

and managing important infrastructure."
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The Urban Land Institute advances the eight infra-
structure principles listed below that will help
make communities, regions, and the nation an ap-
pealing, competitive, and sustainable place in
which to live, work, and play. Policy choices and
examples follow as a guide to stakeholders in the
achievement of these principles.

Build a vision for the community. Lead with a

vision. Communities of all levels of affluence
deserve high-quality, well-maintained infrastruc-
ture and thoughtful civic design. Infrastructure in-
vestment should be informed by a long-range
vision for quality of life. Encourage strong com-
munity participation in the visioning process.
Build walkable communities with access to transit
to reduce the overall cost of living, increase af-
fordable housing, and create access to good jobs.
Encourage strong community building.

Invest strategically. Decisions made about

infrastructure must begin with land use
objectives. Make strategic, performance-based,
outcome-oriented investments that support a com-
mon regional agenda. Cooperate across jurisdic-
tions to produce infrastructure that encourages
population and economic growth. Consider con-
servation of scarce resources in all investment de-
cisions. Set criteria.

Fix and maintain first. Repairing and main-

taining existing infrastructure keeps commu-
nities healthy and competitive. Invest in existing
infrastructure before building new infrastructure.
Prior to repair, evaluate old infrastructure against
current standards to make sure that good money
does not follow bad. Ensure that all investments
are performance based. Create a schedule for
funding and maintenance and stick to it.

Reduce driving. Current infrastructure pat-

terns precipitated growth in urban travel that
far exceeds population growth, resulting in con-
gestion, pollution, greenhouse gas emissions, and
driving costs. Reduce vehicle miles traveled by
promoting projects that encourage bicycling, walk-
ing, and the use of public transit. Make drivers pay
the full cost. Foster development patterns that pro-
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vide transportation choices in individual commu-
nities rather than merely discouraging travel
through congestion charges and tolls. Build tran-
sit to serve existing towns before stretching out to
scarcely populated areas.

Couple land use decisions with water avail-

ability. Merge land and water use planning,
renegotiate regional water use agreements, and
create shared portfolios of water solutions to sus-
tain growth. Advocate for states to actively en-
courage conservation and find new sources of wa-
ter, including sharing costs for desalinization and
graywater treatment plants. Encourage state and
regional agencies to coordinate water use, flood
planning, and land use data.

Break down government “silos.” Govern-

ments must integrate infrastructure invest-
ment and sustainable land use by mandating co-
operation among agencies. Use a regional vision to
speak in one voice. Unify capital budgets to coor-
dinate spending. Pool program dollars across agen-
cies. Ensure that standards across agencies are not
in conflict. Screen and score infrastructure fund-
ing requests, from open space to sewers to
schools, through a matrix that encourages smart
land use and sustainable development.

Pay up. Infrastructure spending must support

sustainable land use objectives, rather than
promote sprawl. Resist pork barrel spending. Ed-
ucate and convince voters that their tax dollars
support good-value projects with long-range ben-
efits. Create funding policies that lead private in-
vestment to desired locations. Apply user fees,
rather than subsidies, to influence behavior, reward
smart choices, and discourage waste of limited re-
sources. Recognize the full cost of choices and be
honest about who is paying for them.

Keep score. Reward municipalities that invest

strategically in infrastructure and keep local
governments accountable. Use scorecards to level
the competition for scarce public capital. Fund
good projects with strong smart growth and sus-
tainability metrics.
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The Urban Land Institute commis-
sioned the Hartgen Group, a trans-
portation consulting firm based in
North Carolina, to undertake a re-
view of the latest transportation
plans for the largest U.S. regions
(i.e., those with 2 million or more res-
idents). The Hartgen Group analyzed
how well these plans position their
regions to support future population
growth. The analysis is based on re-
view of various published planning
documents produced by metropolitan
planning organizations (MPOs) in-
cluding long-range plans, transporta-
tion improvement programs, conges-
tion management plans, and air
quality determinations. The report
was completed in February 2008.

A list of the regions examined in the

report follows:

Atlanta

Boston

Chicago

Dallas/Fort Worth
Denver

Houston

Los Angeles
Miami/Broward County/Palm Beach
Milwaukee
Minneapolis/St. Paul
New York/New Jersey/Connecticut
Orlando
Philadelphia
Phoenix

Portland

Providence
Sacramento

San Diego

San Francisco
Seattle

St. Louis

Tampa

Washington, D.C.

In addition, the Urban Land Institute
conducted a survey of MPOs across
the country regarding the current
and future physical state of each re-
gion's infrastructure as well as cur-
rent and future financing methods.
Below is a list of MPOs that re-

sponded to the survey:

Atlanta
Atlanta Regional Commission (ARC)

Charlotte
Mecklenburg-Union Metropolitan
Planning Organization (MUMPO)

Columbus
Mid-Ohio Regional Planning
Commission (MORPC)

Dallas/Fort Worth
North Central Texas Council of
Governments (NCTCOG)

Denver
Denver Regional Council of
Governments (DRCOG)

Detroit
Southeast Michigan Council of
Governments (SEMCOG)

Houston
Houston-Galveston Area Council
(HGAC)

Indianapolis
Indianapolis Metropolitan Planning
Organization

Kansas City
Mid-America Regional Council
(MARC)

Los Angeles
Southern California Association of
Governments (SCAG)

Memphis
Memphis and Shelby Division of
Planning

Miami
Miami-Dade Metropolitan Planning
Organization

Orlando
Metroplan Orlando

Philadelphia
Delaware Valley Regional Planning
Commission (DVRPC)

Phoenix
Maricopa Association of
Governments (MAG)

Providence
Rhode Island Statewide Planning
Program

San Antonio

San Antonio—Bexar County
Metropolitan Planning Organization
(SA-BC MPO)

San Diego
San Diego Association of
Governments (SANDAG)

San Francisco
Metropolitan Transportation
Commission (MTC)

Seattle
Puget Sound Regional Council (PSRC)

Tampa/St. Petersburg
Metropolitan Planning Organization
of Hillsborough

Virginia Beach
Hampton Roads Planning District
Commission (HRPDC)
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