Figure 2: 91 Express Lanes, Orange County, California

Orange County Transportation Authority

states in which they exist as public agencies. Yet
truck tollways are inherently multi-state projects
and need a multi-state approach that only private
sector entities can provide.

Innovation: This is one of the underappreciated
benefits of private toll concessions. Let me give a
couple of examples. Figure 2 shows the 91 Express
Lanes, the first privately funded toll road project of
the modern era in California. It’s also the first high
occupancy toll lane project in America. This is the
first project to use variable pricing to manage traffic
flow, and it’s working like a charm. It has 12 years
of history, keeping traffic flowing at 65 mph in the
worst rush hour, even while, as you can see, the
regular lanes have bumperto-bumper, stop-and-go
traffic. This congestion pricing idea had been kicked
around the transportation literature for 30 years.
Nobody in the public sector was willing to take the
political risk to try doing it. The private sector took
that risk and showed that it worked. That’s why you
can have MnPASS now, because congestion pricing
was proven on this project in California.

The Beltway in Washington, D.C., provides another
example. Itis going to have high occupancy toll lanes
added underalong-term public/private partnership.

The Virginia Department of Transportation’s
Beltway widening plan would have cost $3 billion. It
had huge community opposition because it would
have taken over 300 homes and a lot of businesses,
with department officials wanting to do everything
by the government’s design standards. A private
sector company made an unsolicited proposal
under Virginia’s public/private partnership law,
suggesting high occupancy toll lanes instead of high
occupancy vehicle lanes so the company could have
a revenue source to finance it. They eliminated a
pair of breakdown lanes and reduced the number
of access points. They replaced concrete barrier
separations with plastic pylons that were proven
in California. They ended up slashing the amount
of property takings to a few dozen homes and no
businesses. Community support turned around.
Every chamber of commerce and homeowners
association endorsed the project. The bottom
line: It’s costing about 1.5 billion dollars instead
of three billion, accomplishing 90 percent of what
the Virginia Department of Transportation plan
called for, and using a funding source that the
Virginia Department of Transportation didn’t
have. That’s an example of value creation by
going the private sector route.
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Figure 3: Missing Link on Paris
A-86 Ring Road: Toll Tunnels

Cofiroute

Figure 3 shows an example from Paris, the missing
link on the A-86 Ring Road around the city. It’s
been a missing link for over 35 years because
its original plan had it traversing Versailles.
You can understand why people didn’t want a
huge highway going through the middle of that
historic and beautiful place. That’s what held it
up. Then, about ten years ago, a private sector
company submitted an unsolicited proposal to
the French government, proposing to bore a
tunnel several hundred feet below Versailles to
build that missing link. The company required
the authority to charge value-priced tolls and to
restrict access to cars only so that it could build
a double-deck, six-lane highway through a tube.
That project is nearly finished.

There’s a lot of concern about the private sector
buying up highways and with the highways being
outofpublicsectorcontrol. Concessionagreements
really are very powerful tools for protecting the
public interest. These are complicated deals, and
[ always recommend that state departments of
transportation pay for high quality legal advice
and financial advice in negotiating these deals
because they'll be dealing with world-class firms
that have that kind of advice on their side.

HOW CAN MINNESOTA TAKE
ADVANTAGE OF THESE IDEAS?

Minnesota hasa public/private partnership law that
was passed in the early 1990s. There’s never been
a project built under it. It needs to be taken out,
dusted off, and looked over to see how compatible
is it with what’s going on in the states that are
actually doing long-term toll concession projects.
The law may need to be amended and tweaked
somewhat. It could be used to rebuild at least
some of the most important structurally deficient
bridges, to put the rebuilding on a fast track, and
to set a target of getting some large number of the
most critical ones rebuilt in the next ten years.
That’s not going to happen with conventional
funding. Another possibility that I would certainly
recommend is installing a complete network of
MnPASS-type lanes on the whole freeway system of
the Twin Cities. That would double as a network for
fast, reliable bus rapid transit. Another possibility
would be to look at whether it would be feasible to
do toll truckways on the two major interstates that
are truck corridors here, I-35 and [-94.

[ think these specific suggestions would be worth
exploring. I think this presentation as a whole
could offer a lot of ideas as you look at how to
go forward with 21* century highways here in
Minnesota.

Following his comments, Mr. Poole answered questions
from the audience.

Mitch Pearlstein: If you had to pick one argument
that people make in opposition that you think is
the most compelling, what might it be?

Poole: Probably the most compelling argument
is that we’ve already paid for these roads and we
shouldn’t have to pay for them again with tolls.
I hope you see that the shortfall in funding is
so great that we actually need both tolls and the
existing funding sources if we're going to have
any hope of repairing the backlog of bridges,
adding congestion relief lanes for buses and
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cars, meeting the goods movement challenges of
expanding the interstates, and so forth. I think
there’s a lot of educational work to do on that
point.

Rolfe Worden: Do you think it would make any
sense to do away with the Minnesota Department
of Transportation and outsource building,
maintenance, and replacement of highways
and bridges to a world-class construction and
engineering firm?

Poole: That'’s a question that’s going to be hard
to answer without alienating people. As I travel
around the country and work with departments
of transportation, Iseeabigrange of relationships
between the agencies and private sector firms. |
think there’s always going to be a role, in any
scenario | can imagine, for a state department of
transportation to be making the basic decisions
on approving where highways are going to go
and setting the conditions under which they’re
built and operated, because there’s a real public
interest involved in highways.

Still, there is a huge variation, as your question
suggests, for outsourcing various functions and
responsibilities from state to state. In Texas and in
Florida, for example, it’s standard practice for the
departments of transportation and the toll agencies
to have engineering firms providing a large part
of their staff for about a five-year period of time.
It’s called a general engineering contract. This is
completely foreign to California. In California,
everything possible is done by the state. CalTran’s
engineers belong to a militant union that has
prevented even something as simple as design/
build from being enacted into law. So you have a
large variation.

Melissa Hortman: Do you really think it’s that
unrealistic that we could have a pay-as-you-go
financing system in today’s political world?

Poole: I think it is unrealistic partly because the
gap is so great between what really should be spent
on capital spending and what we are actually able

to do with today’s funding sources. I also think
there’s an important public finance principle in
that long-lived infrastructure should be paid for by
the people who use it over time. In today’s world,
the population changes a lot, dynamically. Over
a 40-year period, the number of people using a
particular bridge or road will be very different
in Year 40 than in Year One. I think it’s much
fairer, from a generational standpoint, to finance
over time, even though there are financing costs
involved. I think the tradeoffs are worth it: You
get a lot more infrastructure sooner, and that’s a
particular problem that we face in this country,
not only with bridges but also with highway
capacity, as well.

Gary Sauer: I was just putting some numbers
together. Say I pay 50 cents to go ten miles on a
tollway, and I get 15 miles per gallon. That would
be the same as me paying 75 cents a gallon gas tax.
[ think we need to educate people that roads cost
more than they realize.

Poole: That’s right. People don’t understand that
the average price they pay per mile with the gas tax
doesn’t even pay for the maintenance of an urban
freeway, let alone the construction costs. They
think they've paid for it; they really haven’t. The
rural people are the ones who pay for it, because
nobody in any urban part of America pays a gas
tax that covers the cost of building and operating
and maintaining the freeways that we have today.
Those are really high cost-per-mile items. The gas
tax doesn’t come close to it, but that’s a huge
educational problem. We really need to get that
across. Then, the rates per mile on tolling won’t
sound so outrageous.

Rick Harrison: In the 1960s and ‘70s, cars had
a fraction of the gas mileage that they have today.
[f the gas tax were raised 20 percent in the next
five years and cars were to get 30 percent better
mileage, then we’d be in the same boat.

Poole: That’s another reason why the fuel tax
cannot be our main funding source for the long
term. The gas tax is probably good for another
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15 to 20 years. After that, various environmental
and energy policy reasons, plus the advance of
technology, will probably mean we’ll be using
different things to power our vehicles. We should
start planning now for how to replace the gas tax.

Margaret Donahoe: 1 was a little confused
about why these ideas are presented as mutually
exclusive. Can’t we have both public/private
partnerships and adjustments in taxes’

Poole: There’s no question about it. [ was simply
trying to suggest that to think we can solve the
problem with increases in the gas tax alone, for
the reasons that I've tried to lay out, is really
wrong. [t misperceives the scope of the problem. I
would be perfectly happy with indexing fuel taxes
for inflation, for example, as a piece of solving the
problem, because there’s much of the system that
we can’t toll with today’s tolling technology. Rural
roads, small bridges and such: We’re not going to
put tolls on those. The cost of doing it is too great
in comparison with the amount of traffic. So we
obviously need adequate funding for the basics of
the roadway system, in addition to the innovative
mechanisms ['ve outlined. But these mechanisms
address the institutional problems that are the
cause of so many of our highway funding and
governance problems today.

Peter Bell: How do you deal with rural toll roads,
where the economics don’t work out for a toll?

Poole: Twentieth century toll finance was an all-
ornothing proposition. A road either had enough
traffic to be fully supported by toll revenues, or
you couldn’t build it as a toll road. Today we
recognize that we can use mixed funding. The
state can leverage its limited amount of funding
by, let’s say, making a down payment on a toll road
over which traffic is enough to support maybe 75
percent of the costs out of toll revenues, based
on best likelihood projections. If the state comes
up with 25 percent and makes a down payment,
then you have to finance only the 75 percent that
is supportable by tolls. That’s a way for the state,
instead of doing 100 percent of the cost, to make

its money go four times as far and get a lot of
projects done.

Richard Thomas: What do you see as the
advantages of toll roads versus mileage-based
systems, which some folks have talked about
doing’?

Poole: I think an ideal toll is a per-mile charge, and
it would vary with congestion and so forth, but it’s
very hard to do that on roads that aren’t limited
access. | think a universal per-mile charging system
is a real possibility for 25 or 30 years from now.
The best thing we can do today is use electronic
tolling and video tolling as creatively as we can,
and for the kinds of limited access roads where it
really makes sense and it’s economical.

Ron Erhardt: How many bridges have to fall
down before government realizes the infrastructure
is in bad shape and takes action?

Poole: I hope not more than one or two more
across the country. [Perverse laughter in the
room.] I'm trying to be realistic, folks.

The [-35W bridge certainly is a wakeup call
and has stirred Congress and the media to pay
attention. It’s sad that it takes a crisis like this, but
that’s not unique to highways. I do a lot of work
on aviation infrastructure too, and the reason we
installed radar to keep planes separated was that
in the 1950s there was a midair collision over
Manhattan and another midair collision over the
Grand Canyon. It took that to get nationwide
installation of radar to monitor airspace. It is a
sad fact that people take infrastructure for granted
until major things go wrong. B
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