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As Massachusetts officials attempt to hammer out transportation-reform legislation, one question on the table is what role the private sector should play in the financing, construction, operation and maintenance of transportation infrastructure. 

There's a common myth that transportation is a service that must either be provided by government, using its own employees and facilities, or by the private sector. Under the private model, government gives up all control except for a modicum of arm's length oversight. 

But there's a third way. An independent, fully self-supporting commercial enterprise could take over all modes of a metropolitan area's often deteriorating and costly transportation network. 

These "Regional Mobility Corporations" (RMCs) would be able to view the regional transportation network holistically. They could improve mobility and support economic growth by using revenue from one mode, like highway tolls, to fund services like transit that don't pay for themselves but benefit consumers by relieving congestion and providing environmental benefits. 

Government would transfer all area transportation assets to the RMC in exchange for ownership shares in the corporation. It would then sell equity ownership shares to private investors to raise some of the capital needed to restore and improve the regional road, bridge and transit network. These investors would be attracted by the promise of stable dividends from network revenues such as toll proceeds. 

Needless to say, the instinct of private investors is to press for policies that maximize profits. If left up to them, the RMC would charge the highest possible price while delivering as little service as possible. 

But for the RMC to fly, it would have to credibly protect the public interest. The usual way to do it is by utilizing the public utility model, under which a state government commission is created to regulate an enterprise's rate structure, impose minimum service standards, and generally ride herd on its operations using oversight procedures that generate a lot of paper but often compromise efficiency. 

An alternative is to have the state and/or local governments that transferred ownership of the assets in return for equity shares be represented on the RMC's board of directors. 

The downside, of course, is the instinct of government owners to support policies that create patronage havens and maximize votes for elected officials. This generally translates into pushing the enterprise to provide lots of service while keeping toll rates as low as possible -- the polar opposite of the private owners' agenda. 

In theory, the tension should result in balanced policies that produce reasonable service levels at prices the public finds acceptable. In practice, it would more likely produce a stalemate that prevents anything from getting done. 

To avoid this, the RMC would have a third group of owners: businesses whose continued economic success depends on the level of economic activity in the region. They include commercial banks, utility companies, large retail chains, trucking and other service firms. 

Their interest is in promoting policies to assure good, affordable transportation that facilitates economic growth by accommodating travel demand in a fiscally sound manner. They reduce the danger of policy stalemates by playing the role of natural referees between the narrow profit-maximizing agenda of the private investors and the equally narrow political agenda of the government owners. 

The presence of private capital would free the resulting entity from having to rely exclusively on debt for transportation improvements and expansion. When it did issue debt, the RMC would have access to both the taxable and tax-exempt markets. They would also be subject to the disclosure requirements of public corporations. 

At the same time, they would be insulated from political interference and the attendant patronage havens public authorities and government agencies have become. 

As state officials search for solutions to a deepening transportation mess, this third way could address a number of the political concerns they face. More importantly, it would offer a way to provide people with the mobility that is a cornerstone of economic growth. 
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