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The United States federal government should 

· close the United States Department of Transportation

· eliminate the gasoline tax

· phase out all transportation subsidies

· repeal the Urban Mass Transit Act of 1964, the Railway Labor Act of 1926 and the Railroad Retirement Act of 1934

· privatize Amtrak and the air traffic control system

· repeal all regulations that prevent airports from being privately owned and operated

· repeal all laws that prevent foreign airlines from flying domestic routes in the United States

· repeal the Jones Act. 

The counterplan solves.

Van Doren, 3--PhD from Yale, editor of the quarterly journal Regulation, has taught at Princeton, Yale and the University of North Carolina at Chapel Hill, former postdoctoral fellow in political economy at Carnegie Mellon University (Peter, “HANDBOOK FOR CONGRESS”, Cato Institute, 2003, http://www.cato.org/pubs/handbook/hb108/hb108-36.pdf)//EM

Congress should ● close the U.S. Department of Transportation; ● eliminate the federal gasoline tax; ● end all federal transportation subsidies; ● entrust states and municipalities with maintaining infrastructure such as highways, roads, bridges, and subways; ● repeal the Urban Mass Transit Act of 1964; ● repeal the Railway Labor Act of 1926 and the Railroad Retirement Act of 1934; ● privatize Amtrak; ● privatize the air traffic control system; ● eliminate all federal regulations that prevent airports from being privately owned or operated; ● repeal laws that prevent foreign airlines from flying domestic routes in the United States; and ● repeal the Jones Act. Historically, the federal government regulated the U.S. transportation system with a heavy hand. Beginning in the 1950s, a series of academic studies showed that regulation protected incumbent firms rather than the public. The result was higher prices and poorer service. Deregulation of the Airlines Congress passed the Airline Deregulation Act in October 1978. This legislation eliminated federal control over routes by December 1981 and over fares by January 1983. The Civil Aeronautics Board, which directed much of federal regulation of air transportation, was abolished at the end of 1984. The new law authorized airlines to abandon routes but established an Essential Service Air Program to provide subsidies for service to small communities. The effect of this legislation on the market value of the various airlines has been remarkable. Southwest has gone from virtually ‘‘zero’’ to a market capitalization of more than $14 billion. On the other hand, United’s market value declined in real terms from $2 billion to less than threequarters of a billion dollars at the end of 2001. However, the total valuation of the major airlines today is more than double that of all the trunk and regional carriers together in 1976, before any deregulation. It is even 45 percent more than in 1983. Although some of the carriers, such as United, Northwest, TWA, and Pam Am, have suffered or even gone out of business, the industry has done well. The percentage of passengers traveling on discount fares has increased dramatically. In 1976, on long flights, only 27 percent of those flying in coach between major metropolitan areas managed to get discount tickets; by 1983, 73 percent were getting special fares. Virtually all passengers today, except for a handful of business travelers, are paying less than the full coach fare. From 1977 to 1996, after adjusting for inflation, airfares fell some 40 percent. Figure 36.1 shows how the average fare has declined since the early 1970s. The Federal Trade Commission estimated in 1988 that, after adjusting for fuel costs, the flying public was paying 25 percent less because of deregulation. Stephen Morrison, professor of economics at Northeastern University, calculated that deregulation produced a net benefit, in 2001 dollars, of about $15 billion, most of which was in the form of lower prices for consumers. Lower fares have boosted load factors—from 49 percent in 1976 to 58 percent in 2000—which means that travelers are finding planes and airports far more crowded. Higher load factors, however, make it possible for the airlines to make money at lower prices. Over the quarter of a century since deregulation, the number of passengers flying has roughly doubled while passenger-miles have nearly tripled, proving the success of deregulation. Deregulation of Air Freight While passenger airlines were receiving greater authority to compete, Federal Express was lobbying to open up freight air traffic. The Civil Aeronautics Board had granted it only a commuter license that limited FedEx to small aircraft, restricting its ability to compete. It wanted authorization to fly large aircraft to and from any state or city in the country. In 1976 the CAB recommended that air freight transportation be largely deregulated. With support for less federal control from other freight carriers and no visible opposition, President Jimmy Carter, in November 1977, signed H.R. 6010, which deregulated air freight transportation. Although little attention has been paid to the abolition of air freight regulation, it has been hugely successful. Prior to deregulation, air freight had been growing around 11 percent per year. In the first year of decontrol, 1978, revenue ton-miles jumped by 26 percent. That early success helped build support for exempting passenger transportation from control. Deregulation of Rail Freight In the fall of 1980 Congress passed the Staggers Act to provide additional pricing and route abandonment freedoms to the railroad industry. The Staggers Act gave railroads the ability to set prices within wide limits. Rail lines could enter into contracts with shippers to carry goods at agreedupon rates. Tariffs could not be considered unreasonable, even for ‘‘captive’’ shippers, unless they exceeded 180 percent of variable costs. To qualify as ‘‘captive,’’ shippers also had to prove that there was no effective competition, a provision designed to protect coal, chemical, and other bulk commodity shippers. Railroads were also given new authority to abandon routes. The Interstate Commerce Commission was abolished and the Surface Transportation Board established on January 1, 1996, as an independent body housed within the U.S. Department of Transportation, with jurisdiction over certain surface transportation economic regulatory matters. Its authority is largely confined to railroad pricing and merger issues. This act also effectively deregulated intrastate controls on motor carriers, which had been blocking a fully competitive trucking industry. The Staggers Act was highly beneficial for carriers as well as for shippers. The rail industry withstood well the sharp recession of 1981–82 and enjoyed record profit levels in 1983, notwithstanding a sharp drop in revenue per ton-mile. By 1988 railroad rates had fallen from 4.2 cents per ton-mile in the 1970s to 2.6 cents. After 1984 rail rates continued to fall, declining over the following 15 years by 45 percent. Competition and the Staggers Act have been a great success. Deregulation of Trucking Deregulation of the trucking industry, completed only in the 1990s, resulted in lower rates and better service to shippers. It also resulted in lower wages for truck drivers as the Teamsters Union lost power. The price of trucking licenses, which had been as much as millions of dollars, declined significantly to a few thousand dollars as the ICC made new licensing relatively simple and easy. Even though bankruptcies increased, the number of licensed trucking firms increased sharply in the first few years of deregulation. Standard & Poor’s found that the cost of shipping by truck had fallen by $40 billion from the era of regulation to 1988. Improved flexibility enabled business to operate on the basis of ‘‘just-in-time delivery,’’ thus reducing inventory costs. The Department of Transportation calculated that the outlays necessary to maintain inventories had plummeted in today’s dollars by more than $100 billion. Further Reform Although great progress has been made in reducing regulation of transportation, further steps would improve the U.S. system. Currently, the motor carrier industry is subject to no economic controls; consequently there need be no change in policy. The restrictions on Mexican truckers should be lifted, but that is mainly a trade and protectionism issue. Railroads are still subject to some price controls, limits on abandonment, and control over mergers. Rail passenger service, particularly Amtrak, has been a problem ever since it was established in the 1970s. Government limits on air passenger transportation continue through cabotage restrictions, federal administration of air traffic controllers, and government ownership of airports. Finally, as a result of the September 11, 2001, attacks, security considerations have burgeoned, making air travel more expensive, more time-consuming, and perhaps safer. Water transportation regulation and subsidies have not been a part of the regulatory reforms of the last 25 years and remain stubbornly resistant to change. Rail Freight Today, the rail industry remains the most closely supervised mode of transport with limits on abandonment; mergers; labor usage; ownership of other modes; and even, in certain situations, pricing. The Surface Transportation Board oversees the rail industry and administers the Staggers Act, under which the board must ensure that rates charged to ‘‘captive shippers’’ are fair. Under federal law, the STB can exempt railroad traffic from rate regulation whenever it finds such control unnecessary to protect shippers from monopoly power or wherever the service is limited. Congress has legalized individual contracts between shippers and rail carriers, allowing competitive pricing. The Staggers Act authorizes railroads to price their services freely, unless a railroad possesses ‘‘market dominance.’’ Congress continues a prohibition on intermodal ownership and requires the maintenance of labor protection. All rail mergers, for example, require STB approval; once given the green light, however, those mergers are relieved from challenge under the antitrust laws or under state and local legal barriers. Railroads face a stringent review by the STB that, in addition to general antitrust considerations, includes the effect on other carriers, the fixed charges that would arise, and the effect on employees. In particular, the board must provide protection in any consolidation for employees who might be adversely affected. That provision is very popular with rail labor unions; the industry views it as employment protection, which makes achieving significant savings from mergers difficult. Under current law, railroads must seek STB permission to abandon lines, build new track, or sell any service. Because users and other interested parties employ the law to slow or even block change, which adds to costs, those rules should be repealed. Federal law also enjoins the STB to regulate rates charged ‘‘captive shippers’’—those that can ship by only one line and enjoy no satisfactory alternative. Coal and grain companies have exploited this provision to gain lower rates. The markets for coal and grain are highly competitive, so the producers cannot sell their output at more than the market price. Consequently, a railroad that drives shipping costs up to the point where the cost of producing the coal or grain and then moving it exceeds the competitive price will find that it has no traffic. In other words, although the railroad has no direct competition, it, too, is constrained by the market. If a coal company enjoys significantly lower costs because of a favorable location or a rich and easily exploited mine, it could reap higher profits than less favorably sited enterprises. However, if the mine has only one option for shipping its product, that is, a single railroad, the rail carrier will be able to secure much of that above-normal profit. In that case, the stockholders of the railroad will gain at the expense of the stockholders of the mining corporation. There exists no rationale for the government to intervene by favoring one company over another. The captive shipper clause must go. Congress should also repeal the ban on railroads’ owning trucking companies or certain water carriers. Federal regulations proscribe railroad ownership of trucking firms, although the STB and the ICC, in earlier decades, have granted many exceptions. From the time of the building of the Panama Canal, the Interstate Commerce Act has prohibited railroad possession of water carriers that ply that waterway. Early in the 20th century, the public believed that those huge companies needed the competition of water carriers to keep down transcontinental rates. Like the prohibition on ownership of water carriers, the ban on owning trucking firms stems from the unwarranted fear of railroad power. With the plethora of options available to shippers today, such rules are totally unnecessary. The restrictions simply limit the ability of railroads, trucking firms, and water carriers to offer the most efficient multimodal services. The Staggers Act authorized railroads to negotiate contracts with shippers but only with government approval. In addition, all rates must be filed with the STB, and tariffs that are either ‘‘too high’’ or ‘‘too low’’ can be disallowed. Congress should repeal these vestigial regulatory powers. At best, they add to paperwork and to the cost of operation; at worst, they slow innovation and reduce competition. Amtrak The STB retains jurisdiction over passenger transportation by rail. In particular, it arbitrates between Amtrak and freight railroads, which own most of the track used by the government-owned passenger railroad. Ideally, Congress should privatize Amtrak and let it negotiate with freight railroads over its use of trackage. Assuming that a mutually profitable arrangement exists, private arrangements will develop. In 1997, given the dismal financial performance of Amtrak, Congress gave it $2.2 billion to modernize its system, with the stipulation that it would be operating without federal aid in five years. Congress established the Amtrak Reform Council to draw up a plan to reconstitute rail passenger transportation if the government railroad was unable to eliminate its constant deficits. In November 2001, the ARC determined unanimously that, in the words of Chairman Carmichael Friday, the passenger train company had ‘‘failed terribly. It hasn’t produced a modern system, it’s done a lousy job of raising money and the Northeast Corridor, the one corridor it controls, is far behind on maintenance and improvements.’’ The council has recommended to Congress that Amtrak be broken up and competition be introduced. A new company would own the Northeast Corridor infrastructure and other Amtrak properties, and a second company would operate the trains. Amtrak itself would manage rail passenger franchise rights, secure funding from Congress, and oversee performance. Eventually, certain corridors would be franchised to private companies or to the states. There would be no expectation that passenger transportation could be made profitable. In fact, the ARC’s plan would simply waste more of the taxpayers’ money. Over 30 years, Amtrak has already spent some $25 billion in an effort to turn itself into a self-sustaining enterprise. In 2001 Amtrak asked for $3.2 billion to cope with new business. Even this money, the ARC believes, will not result in a company that can pay its bills without subsidy. The report of the council to Congress finds that instead of moving toward self sufficiency, Amtrak is weaker financially today than it was in 1997. It singles out long-haul passenger trains as inherent money losers that under any circumstances will have to be subsidized or abandoned. Congress should face the facts: passenger rail transportation cannot be made profitable, except in a few corridors, such as between Washington and New York and perhaps Boston. That portion of the system can probably cover its operating costs but most likely will be unable to cover its capital costs. With a few minor exceptions, passenger rail is not profitable anywhere in the world; there is no reason to believe it can be made profitable here. The appropriate policy would be to auction off the assets of the current system, favoring investors who would attempt to continue some passenger service. It seems likely that the East Coast corridor between Washington and points north would survive, albeit with a lower paid workforce. If all union contracts and employees are kept, as the ARC recommends, the system can survive only with taxpayers’ funds. Air Travel Although airline deregulation has been a great success, the industry has been plagued with crowding; delays; and, on some routes, dominance of a single carrier. The causes lie in the failure to deregulate other essential features of the industry. The air traffic control system, in particular, remains a ward of the FAA. Government entities own virtually all airports. The recent move to federalize airport security will add more government bureaucracy without adding more security. Air Traffic Control. The FAA runs the current air traffic control (ATC) system. Because the FAA is a government agency, annual congressional appropriations control its finances. Its rules follow normal bureaucratic practices with congressional committees looking over its actions. Moreover, the FAA must regulate itself—a major conflict of interest. As a government agency, the FAA has been unable to bring on line quickly new technologies that would improve safety and reduce delays. While computer technology changes every year or two, the FAA’s procurement processes require five to seven years to complete. It still has 1960era mainframe computers, equipment that depends on vacuum tubes, and obsolete radars. As a consequence, equipment breaks down frequently and planes must be spaced farther apart than would be necessary with state-of-the-art computers and radars. Congress has held numerous hearings and put great pressure on the FAA to modernize, but it has been unable to improve matters significantly. To create and maintain a modern system, air traffic controls must be separated from the FAA. The Clinton administration recommended a government corporation to run the ATC system; but another government corporation, such as the post office or Amtrak, although it would probably be an improvement over the current arrangement, is not the solution. A number of other countries—Canada, the Czech Republic, Germany, Latvia, New Zealand, South Africa, Switzerland, Thailand, and the United Kingdom—have wrestled with this problem and have found that separating the ATC system from government oversight while maintaining government safety regulations works well. Although no country has fully privatized its ATC system, Canada has created a private nonprofit corporation owned by the users. Its system has successfully reduced delays. The other freestanding ATC systems are at least partially government owned. Given the restrictions that the federal government puts on its government-owned corporations, such as Amtrak and the post office, it would be preferable to follow Canada’s example by establishing a nonprofit corporation owned and controlled by airlines and other users of the ATC system. Most ATC systems are funded through user fees. The problem that arises is what to charge general aviation. Because the FAA currently subsidizes general aviation, owners and pilots oppose any notion of a freestanding corporation dependent on user fees. Nevertheless, client pay is a good rule. Noncommercial general aviation pilots, who typically fly single-engine planes, should be charged only when they file a flight plan or land at an airport with a control tower. Commercial general aviation planes, such as corporate jets, should pay their share of the costs of the system. Airline Cabotage. It is time for the United States to drop its restrictions on foreign ownership and operation of air carriers. Under current law, non-Americans can own no more than 25 percent of the voting stock of U.S. airlines. America has no similar restrictions on investment in steel, autos, or most other industries. There is no reason to make an exception for the airlines. Other private carriers should be free to invest in the United States. At the moment, several U.S. carriers are in financial difficulties. Purchase by a healthy foreign airline would make great sense, bringing new capital and new competition to the American market. Virgin Atlantic Airways, for example, is interested in building a low-cost U.S. carrier to feed its international service. At the same time, the longstanding policy of negotiating ‘‘open skies’’ agreements with other governments should be based not on what U.S. carriers get out of the agreement but on the benefits to American travelers. Cathay Pacific, based in Hong Kong, could offer improved service and competition both in the domestic market and internationally. British Air might invest in US Air to provide nationwide connections to Europe. The introduction of such foreign carriers would strengthen competition in the American market, bringing additional benefits to travelers. Airport Privatization. Because the Airport and Airways Trust Fund moneys have been available only to government-owned airports, private airports are ineligible for any of the funds that are raised from taxes on fuel and passengers. Because those airports eligible for grants are subject to federal appropriations, even state- and local government–owned airports cannot plan and count on money from the trust fund. Repealing the federal taxes on aviation and allowing airports to impose their own fees, which could vary by time of day to reflect peak use, would give airports incentives to expand their capacity and introduce technologies that would reduce delays. Airport Security. September 11, 2001, sharply increased the public’s demand for greater security at airports. The federal government responded, after considerable wrangling in Congress, by federalizing the security personnel at all major airports. The bill passed requires all airports, except for five participating in a pilot program, to use federal employees, who must be American citizens, to screen passengers and luggage. Those security personnel would be employed by the Department of Transportation but presumably would not enjoy the security of civil service workers. One airport from each of five size categories, from biggest to smallest, will experiment with private screeners supervised by federal employees. After three years, all airports could opt out of the government employee system and use private screeners overseen by federal agents. Federalizing the screeners may produce less security than we enjoyed before September 11. Although the legislation specified that the new federal employees would not have the same civil service protections as other Department of Transportation employees, there will be a tendency over time to give them more employment security. Already, there are efforts to allow aliens to remain as security guards. Firing incompetent workers will be much more difficult under this legislation than it was when private companies managed security. What is changing is not the nature of the security personnel but their employer. Maritime Policy Unlike the regulations affecting other transportation sectors, maritime regulations and subsidies have been strikingly resistant to reform. A hodgepodge of conflicting and costly policies—subsidization, protectionism, regulation, and taxation—unnecessarily burdens the U.S.-flag fleet, forces U.S. customers to pay inflated prices, and curbs domestic and international trade. The list of rules and regulations governing shipping is too exhaustive to catalog here, but one thing is clear: shipping policies must be thoroughly reviewed and revamped. Congress should pay special attention to deregulation of ocean shipping and other trade- and consumer-oriented reforms. In particular, Congress should repeal the Jones Act (sec. 27 of the Merchant Marine Act of 1920). The Jones Act prohibits shipping merchandise between U.S. ports ‘‘in any other vessel than a vessel built in and documented under the laws of the United States and owned by persons who are citizens of the United States.’’ The act essentially bars foreign shipping companies from competing with American companies. A 1993 International Trade Commission study showed that the loss of economic welfare attributable to America’s cabotage restriction was some $3.1 billion per year. Because the Jones Act inflates prices, many businesses are encouraged to import goods rather than buy domestic products. The primary argument made in support of the Jones Act is that we need an all-American fleet on which to call in time of war. But during the Persian Gulf War, only 6 vessels of the 460 that shipped military supplies came from America’s subsidized merchant fleet. Repealing the Jones Act would allow the domestic maritime industry to be more competitive and would enable American producers to take advantage of lower prices resulting from competition among domestic and foreign suppliers. Ships used in domestic commerce could be built in one country, manned by citizens of another, and flagged by still another. That would result in decreased shipping costs, with savings passed on to American consumers and the U.S. shipping industry. The price of shipping services, now restricted by the act, would decline by an estimated 25 percent. Highway Infrastructure, Mass Transit, and Gasoline Taxes This final section analyzes highway and transit infrastructure, which is owned and operated by government. The U.S. Department of Transportation should be abolished and public roads, national highways, and urban mass transit systems returned to the states and municipalities and the private sector. Whatever justification there may once have been for a national transportation department has disappeared; the goal of creating a national road network was achieved long ago. If states were allowed to assess and fund their own infrastructure needs, they would be able to select the transportation systems that best suited local conditions. If necessary, they could reintroduce gasoline taxes at the current level, or at higher or lower levels, to pay for their systems. But that is unlikely to be necessary. Ken Small and his colleagues demonstrated more than a decade ago that efficient congestion and axle-weight-related fees on trucks could finance an interstate highway system without the use of a gasoline tax. And the Chilean experience described by Eduardo Engel and his coauthors provides a blueprint for private road franchise contracts that could be used in the United States. The Urban Mass Transit Act of 1964 should be repealed. Transit accounted for fewer than 2.0 percent of total daily trips in 1995 and 3.2 percent of work trips. Average transit load (passenger-miles divided by available seat-miles) is only 16 percent. Only New York City rail transit has more passenger-miles per route-mile (approximately 40,000) than average urban freeway passenger-miles per lane-mile (approximately 25,000). And light rail transit is only 18 percent as productive (4,523/ 25,385) as urban freeways. Most of the time, buses and subways are running empty. The net result is that even though government spent $70 billion on new mass transit projects in the 1990s, the number of people using transit to go to work actually decreased slightly from 1990 to 2000 according to the 2000 census. Yet the outdated transit act provides incentives to local governments to build urban rail and subway systems by providing up to 75 percent of construction funds. Conclusion Transportation is inherently competitive. Since elimination of most of the economic controls on trucking, railroads, and airlines, those industries have flourished. Although the performance of those sectors has improved greatly since the 1970s when the federal government controlled entry, rates, and routes, problems remain. The difficulties stem in part from the success of deregulation, which, for example, has democratized air travel while the infrastructure has remained in government hands. Decontrol has demonstrated that the market works much better free from government controls than with government oversight. We need to apply that lesson to the remaining problems and remove federal ownership and control from administration of air traffic control, the airports, and the security system. The government should free the freight railroads from the remaining constraints on that industry. The government should recognize that passenger rail transport is never going to be profitable, especially when run by the government. Only the private sector can possibly run a profitable passenger train system and then only if free from government controls on labor and pricing. Unlike other transportation policies, maritime, highway, and mass transit policies have been resistant to reform and thus should receive the immediate attention of reform-minded members of Congress.
Market forces solve the case better -- more incentives for efficiency and cost control -- creates superior infrastructure development. 

Rodrigue 09- Ph.D. in Transport Geography from the Université de Montréal( Jean-Paul, “The Geography of Transport Systems”, Chapter 7, Hofstra University, http://people.hofstra.edu/geotrans/eng/ch7en/appl7en/ch7a2en.html)//EL
Fiscal problems. The level of government expenses in a variety of social welfare practices is a growing burden on public finances, leaving limited options but divesture. Current fiscal trends clearly underline that all levels of governments have limited if any margin and that accumulated deficits have led to unsustainable debt levels. The matter becomes how public entities default on their commitments. Since transport infrastructures are assets of substantial value, they are commonly a target for privatization. This is also known as “monetization” where a government seeks a large lump sum by selling or leasing an infrastructure for budgetary relief. High operating costs. Mainly due to managerial and labor costs issues, the operating costs of public transport infrastructure, including maintenance, tend to be higher than their private counterparts. Private interests tend to have a better control of technical and financial risks, are able to meet construction and operational guidelines as well as providing a higher quality of services to users. If publicly owned, any operating deficits must be covered by public funds, namely through cross-subsidies. Otherwise, users would be paying a higher cost than a privately managed system. This does not provide much incentives for publicly operated transport systems to improve their operating costs as inefficiencies are essentially subsidized by public funds. High operating costs are thus a significant incentive to privatize. Cross-subsidies. Several transport infrastructures are subsidized by revenues from other streams since their operating costs cannot be compensated by existing revenue. For instance, public transport systems are subsidized in part by revenues coming from fuel taxes or tolls. Privatization can thus be a strategy to end cross-subsidizing by taping private capital markets instead of relying on public debt. The subsidies can either be reallocated to fund other projects (or pay existing debt) or removed altogether, thus reducing taxation levels. Equalization. Since public investments are often a political process facing pressures from different constituents to receive their “fair share”, many investments come with “strings attached” in terms of budget allocation. An infrastructure investment in one region must often be compensated with a comparable investment in another region or project, even if this investment may not be necessary. This tends to significantly increase the general cost of public infrastructure investments, particularly if equalization creates non-revenue generating projects. Thus, privatization removes the equalization process for capital allocation as private enterprises are less bound to such a forced and often wasteful redistribution. One of the core goals of privatization concerns the derived efficiency gains compared to the transaction costs of the process. Efficiency gains involve a higher output level with the same or fewer input units, implying a more productive use of the infrastructure. Transaction costs are the costs related to the exchange (from public to private ownership) and could involve various buyouts, such as compensations for existing public workers. For public infrastructure, they tend to be very high and involve delays due to the regulatory changes of the transaction.
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TEXT: The United States federal government should initiate complete privatization of it’s transportation infrastructure by offering to sell all relevant publically-owned transportation infrastructure to interested private-sector entities.  

The USFG should monetize all its existing transportation infrastructure assets -- private sector will pick them up. 
Lord 10 financial journalist, commentator and analyst (Nick, “Privatization: The road to wiping out the US deficit,” April 2012, http://go.galegroup.com.proxy.lib.umich.edu/ps/i.do?action=interpret&id=GALE%7CA225551392&v=2.1&u=lom_umichanna&it=r&p=ITOF&sw=w&authCount=1)//AM 

One idea that financiers are now openly discussing as the government's only way out of the perennial budget crisis is the wholesale privatization of US infrastructure assets. And if a wholesale privatization programme can get under way, it could create one of the biggest new markets in the world, while simultaneously bringing US finances back in order. After all, what US families also do when they are in debt is to sell stuff. Infrastructure privatization in the US has been slow to take off in comparison to continental Europe, the UK, Canada and Australia. The effects of this can be seen in the difference in quality of US infrastructure compared with other developed countries. The immaturity of the market can also be seen in the financial structures that exist in the US and those that are commonplace elsewhere. Public-private partnerships (called P3s in the US and PFI -- the Private Finance Initiative -- in the UK) have come into play in the US only in the past two or three years. "Europeans are 20 years ahead of us in terms of privately financed infrastructure spending," says Andrew Horrocks, a managing director at Moelis & Co investment bank in New York covering the transport and infrastructure sectors. According to Horrocks, from 1950 to 1970 the US spent 3% of its GDP on infrastructure. From 1970 to the present day the figure fell to 2%. This has caused an immense backlog, with an estimated $1 trillion needed just to get existing infrastructure up to scratch. Luckily, there is a perfect mechanism for raising that money: the monetization of existing assets. These assets are extremely valuable. According to the US Department of Commerce's Bureau of Economic Analysis, in 2008 the total value of US government fixed assets (at a federal, state and local level) was $9.3 trillion. Of this $1.9 trillion is owned by the federal government, while $7.4 trillion is held at the state level. If one assumes that the federal government will not be selling the navy or the municipalities their schools, there is still an immense amount of assets that can be sold. For instance, the value of all the highways and roads owned by states and municipalities is $2.4 trillion. There are $550 billion of sewerage assets at state and local levels along with a further $400 billion of water assets. Even at the federal level there is $42 billion-worth of amusement and recreation assets. And in the real estate sector, the federal, state and local governments own assets worth $1.09 trillion. To put these numbers into the context of the budget deficit and the overall debt burden, in 2009 the US government spent $1.4 trillion more than it received in taxes and raised in debt. This year the February 2010 deficit alone is $221 billion and the figure since October 2009 is $650 billion. These assets have not been monetized before because the US did not need to do so. Yet it has never faced the kind of budgetary pressures that it faces today. Secondly, the public, political and perception problems surrounding infrastructure asset sales have kept the issue away from discussion. But conditions have changed. The situation that the US now finds itself in is similar to where the UK and Australia were 20 years ago. Public perception has changed, politicians are willing to think the once unthinkable and private-sector money is lining up looking for the long-term stable cashflows that privatized infrastructure can bring. All of the pieces are in place for the market to explode. Tipping point "This has been the promised land for so long," says Ben Heap, managing director of UBS's infrastructure fund in New York, and one of the many Australians now working in the US infrastructure sector. "Is now the tipping point? At some stage we will look back and see that it is." [TABLE OMITTED] Senior members of the US political establishment are also betting that the time has come for the market to take off. "I expect to see a big increase in infrastructure assets for purchase by folks like us," says Emil Henry, the chief executive of Tiger Infrastructure Fund, a new vehicle set up with the backing of legendary hedge fund investor Julian Robertson. Henry was assistant secretary of the US Department of the Treasury from 2005 to 2007 and is extremely well connected in Republican circles. "If you look at the data, 40 out of 50 states are currently in record deficit," he says. "And the two levers to fund deficits are increases in taxes or increases in debt. But the environment is such that raising debt or taxes is extremely difficult right now. Therefore, many municipalities and states are looking at monetizing their assets." At a state level, senior officials and politicians are fully aware of the budget problems they face. According to Kris Kolluri -- who ran New Jersey's Department of Transportation under governor Jon Corzine before being appointed the head of the New Jersey Schools Development Authority -- the New Jersey Transportation trust fund faces bankruptcy in 18 months and the school system needs $25 billion over the next 10 years. "There are very few options left," says Kolluri, who now runs his own infrastructure and P3 consultancy. "So we will see a gravitation towards new P3 deals." The irony of this situation is that while the three levels of government in the US have never had less money to invest in infrastructure, there has never been more private-sector money looking to get equity participation in infrastructure. In early 2009 a group of banks, infrastructure companies and lawyers working in US infrastructure convened what they called the Working Group. Comprising 18 companies including Abertis, Morgan Stanley, Carlyle, Freshfields and Allen & Overy, the Group released a report called Benefits of private investment in infrastructure. It says there was "over $180 billion available in private capital [that] can be used to build infrastructure projects". It goes on to note that with a 60:40 debt-to-equity ratio, the amount available actually increases to $450 billion. Since that report was put together allocations from US pension funds into US infrastructure funds have increased, not just on an absolute level but also as a percentage of their overall asset allocation. "There is a wall of private sector money that wants to invest in US infrastructure," says Nick Butcher, senior managing director and head of infrastructure and utilities, America, at Macquarie in New York. Henry at Tiger Infrastructure agrees. "There has never been more capital available for these assets," he says.

Market forces solve the case better -- more incentives for efficiency and cost control -- creates superior infrastructure development. 

Rodrigue 09- Ph.D. in Transport Geography from the Université de Montréal( Jean-Paul, “The Geography of Transport Systems”, Chapter 7, Hofstra University, http://people.hofstra.edu/geotrans/eng/ch7en/appl7en/ch7a2en.html)//EL
Fiscal problems. The level of government expenses in a variety of social welfare practices is a growing burden on public finances, leaving limited options but divesture. Current fiscal trends clearly underline that all levels of governments have limited if any margin and that accumulated deficits have led to unsustainable debt levels. The matter becomes how public entities default on their commitments. Since transport infrastructures are assets of substantial value, they are commonly a target for privatization. This is also known as “monetization” where a government seeks a large lump sum by selling or leasing an infrastructure for budgetary relief. High operating costs. Mainly due to managerial and labor costs issues, the operating costs of public transport infrastructure, including maintenance, tend to be higher than their private counterparts. Private interests tend to have a better control of technical and financial risks, are able to meet construction and operational guidelines as well as providing a higher quality of services to users. If publicly owned, any operating deficits must be covered by public funds, namely through cross-subsidies. Otherwise, users would be paying a higher cost than a privately managed system. This does not provide much incentives for publicly operated transport systems to improve their operating costs as inefficiencies are essentially subsidized by public funds. High operating costs are thus a significant incentive to privatize. Cross-subsidies. Several transport infrastructures are subsidized by revenues from other streams since their operating costs cannot be compensated by existing revenue. For instance, public transport systems are subsidized in part by revenues coming from fuel taxes or tolls. Privatization can thus be a strategy to end cross-subsidizing by taping private capital markets instead of relying on public debt. The subsidies can either be reallocated to fund other projects (or pay existing debt) or removed altogether, thus reducing taxation levels. Equalization. Since public investments are often a political process facing pressures from different constituents to receive their “fair share”, many investments come with “strings attached” in terms of budget allocation. An infrastructure investment in one region must often be compensated with a comparable investment in another region or project, even if this investment may not be necessary. This tends to significantly increase the general cost of public infrastructure investments, particularly if equalization creates non-revenue generating projects. Thus, privatization removes the equalization process for capital allocation as private enterprises are less bound to such a forced and often wasteful redistribution. One of the core goals of privatization concerns the derived efficiency gains compared to the transaction costs of the process. Efficiency gains involve a higher output level with the same or fewer input units, implying a more productive use of the infrastructure. Transaction costs are the costs related to the exchange (from public to private ownership) and could involve various buyouts, such as compensations for existing public workers. For public infrastructure, they tend to be very high and involve delays due to the regulatory changes of the transaction.

Solvency Extensions 

Exts – CP Solves (Efficiency) 
Privatizing transportation infrastructure is key to economic growth, effective innovation and efficiency

Edwards 9 director of tax policy studies at Cato, top expert on federal and state tax and budget issues (Chris, “Privatization,” February 2009, http://www.downsizinggovernment.org/privatization)//AM 

Governments on every continent have sold off state-owned assets to private investors in recent decades. Airports, railroads, energy utilities, and many other assets have been privatized. The privatization revolution has overthrown the belief widely held in the 20th century that governments should own the most important industries in the economy. Privatization has generally led to reduced costs, higher-quality services, and increased innovation in formerly moribund government industries. The presumption that government should own industry was challenged in the 1980s by British Prime Minister Margaret Thatcher and by President Ronald Reagan. But while Thatcher made enormous reforms in Britain, only a few major federal assets have been privatized in this country. Conrail, a freight railroad, was privatized in 1987 for $1.7 billion. The Alaska Power Administration was privatized in 1996. The federal helium reserve was privatized in 1996 for $1.8 billion. The Elk Hills Petroleum Reserve was sold in 1997 for $3.7 billion. The U.S. Enrichment Corporation, which provides enriched uranium to the nuclear industry, was privatized in 1998 for $3.1 billion. There remain many federal assets that should be privatized, including businesses such as Amtrak and infrastructure such as the air traffic control system. The government also holds billions of dollars of real estate that should be sold. The benefits to the federal budget of privatization would be modest, but the benefits to the economy would be large as newly private businesses would innovate and improve their performance. The Office of Management and Budget has calculated that about half of all federal employees perform tasks that are not "inherently governmental." The Bush administration had attempted to contract some of those activities to outside vendors, but such "competitive sourcing" is not privatization. Privatization makes an activity entirely private, taking it completely off of the government's books. That allows for greater innovation and prevents corruption, which is a serious pitfall of government contracting. Privatization of federal assets makes sense for many reasons. First, sales of federal assets would cut the budget deficit. Second, privatization would reduce the responsibilities of the government so that policymakers could better focus on their core responsibilities, such as national security. Third, there is vast foreign privatization experience that could be drawn on in pursuing U.S. reforms. Fourth, privatization would spur economic growth by opening new markets to entrepreneurs. For example, repeal of the postal monopoly could bring major innovation to the mail industry, just as the 1980s' breakup of AT&T brought innovation to the telecommunications industry. Some policymakers think that certain activities, such as air traffic control, are "too important" to leave to the private sector. But the reality is just the opposite. The government has shown itself to be a failure at providing efficiency and high quality in services such as air traffic control. Such industries are too important to miss out on the innovations that private entrepreneurs could bring to them.
Federal implementation creates huge cost overruns and fails -- private sector control solves better. 

DeHaven 12-- budget analyst on federal budget issues for the Cato Institute (Tad, “Earmarks are a Symptom of the Problem”, Cato Institute, 2/7, http://www.downsizinggovernment.org/earmarks-are-a-symptom-problem)//EM

A Washington Post investigation identified dozens of examples of federal policymakers directing federal dollars to projects that benefited their property or an immediate family member. Members of Congress have been enriching themselves at taxpayer expense? In other news, the sun rose this morning. According to the Post, “Under the ethics rules Congress has written for itself, this is both legal and undisclosed”: By design, ethics rules governing Congress are intended to preserve the freedom of members to direct federal spending in their districts, a process known as earmarking. Such spending has long been cloaked in secrecy and only in recent years has been subjected to more transparency. Although Congress has imposed numerous conflict-of-interest rules on federal agencies and private businesses, the rules it has set for itself are far more permissive. Lawmakers are required to certify that they do not have a financial stake in the actions they take. In the cases The Post examined, not one lawmaker mentioned that he or she owned property that was near the earmarked project or had a relative who was employed by the company or institution that received the earmark. The reason: Nothing in congressional rules requires them to do so, and the rules do not address proximity. With the fox guarding the henhouse, the most one can hope to accomplish is to limit the carnage. Many pundits, politicians, and policy wonks argue that a permanent ban on earmarks would be an effective limit. Unfortunately, that’s just wishful thinking as earmarks are merely a symptom of the real problem: Congress can spend other peoples’ money on virtually anything it wants. Take the example of Rep. Candace Miller (R-MI): In Harrison Township, Mich., Rep. Candice S. Miller’s home is on the banks of the Clinton River, about 900 feet downstream of the Bridgeview Bridge. The Republican lawmaker said when she learned local officials were going to replace the aging bridge, she decided to make sure the new one had a bike lane. “I told the road commission, ‘I am going to try to get an earmark for the bike path,’” Miller said, recalling that she said, “If we don’t put a bike path on there while you guys are reconstructing the bridge, it will never happen.” A member of the House Transportation Committee, Miller in 2006 was able to secure a $486,000 earmark that helped add a 14-foot-wide bike lane to the new bridge. That lane is a critical link in the many miles of bike paths that Miller has championed over the years. When the bridge had its grand reopening in 2009, Miller walked over from her home. “People earmark for all kinds of things,” she said. “I’m pretty proud of this; I think I did what my people wanted. Should I have told them, ‘We can never have this bike path complete because I happen to live by one section of it’? They would have thrown me out of office.” Forget how the federal money made it to Harrison Township, Michigan. As I’ve discussed before, the more important concern is that the federal government is funding countless activities that are not properly its domain: There just isn’t much difference between the activities funded via earmarking and the activities funded by standard bureaucratic processes. The means are different, but the ends are typically the same: federal taxpayers paying for parochial benefits that are properly the domain of state and local governments, or preferably, the private sector. As a federal taxpayer, I’m no better off if the U.S. Dept. of Transportation decides to fund a bridge in Alaska or if Alaska’s congressional delegation instructs the DOT to fund the bridge. As a taxpayer, it disgusts me that Rep. Miller steered federal dollars to a project in her district that she personally benefited from. But would I be any better off had the money for a bike path in Harrison Township, Michigan come from a grant awarded by the Department of Transportation? If Harrison Township wanted a bike path, then it should have been paid for with taxes collected by the appropriate unit of local government. Better yet, a private group could have raised the funds. Either way, I don’t see how it’s possible to argue that the U.S. Constitution gives Congress the authority to spend taxpayer money on such activities. Invoking the General Welfare Clause doesn’t pass the laugh test as the bike path obviously doesn’t benefit the rest of the country. The Commerce Clause? Please.
Government funding includes too much wasteful spending and earmarks; privatization would increase efficiency, safety and free up government money for upkeep. 
Facts on File News Services, 7 [Issues and Controversies, http://www.2facts.com.proxy.lib.umich.edu/icof_story.aspx?PIN=i1200460&term=privatization, “Infrastructure Upkeep”, Accessed Jun 21, //SH]
While critics of increased federal spending on infrastructure do not necessarily oppose the idea outright, they say that the funding system needs to be made less wasteful and more effective. For instance, they point to the most recent major transportation bill that Congress passed, in 2005. That bill contained around $24 billion for more than 6,000 earmarks requested by individual members of Congress, out of $286 billion overall. According to the Wall Street Journal, there had been only 10 earmarks in the 1981 transportation bill. One of the most often cited examples of wasteful earmarks from the 2005 bill is the so-called "bridge to nowhere," a $223 million bridge to the sparsely populated island of Gravina, Alaska. (Although that particular earmark was eventually dropped, many others found their way into the final bill.) Earmarks waste taxpayers' money by driving up the costs of infrastructure spending, critics argue. They are an easy way for politicians to pander to their constituencies in order to ensure their reelection, while at the same time rewarding their most influential supporters, such as well-connected construction interests, critics charge. Such earmarks are also harmful in that they encourage the construction of new projects rather than the upkeep of older infrastructure, critics say. Politicians benefit more from cutting the ribbon on a new bridge than from getting an old one repaired, they argue, since new projects are more likely to be covered in the news media. That diverts infrastructure funding from where it is most needed, they say. In particular, it neglects urban areas where much of the older infrastructure is located, opponents maintain. In light of such problems with the infrastructure funding system, it is not advisable to raise the federal gasoline tax to support bridges until changes are made, critics assert. Raising the gasoline tax is problematic because it drives up the cost of transporting goods, making it harder to do business, they say. "Before we raise taxes, which could affect economic growth, I would strongly urge the Congress to examine how they set priorities," Bush said in response to suggestions that the gasoline tax be raised to fund bridge upkeep. Some critics also favor increasing private ownership of infrastructure. Because they are out to make a profit, private owners of infrastructure have more of an incentive than the government to make things run smoothly, they argue. "If the roads become too expensive or unpleasant to drive, their owners risk losing business that they are counting on to make their investments successful," writes Steven Malanga, senior editor of the City Journal, which is published by the conservative Manhattan Institute. In addition to improving service, private owners have an incentive to improve safety, critics of increased federal funding assert. Accidents such as bridge or road collapses can have serious consequences for private owners, they say, ranging from loss of reputation to lawsuits. That gives them an incentive to make infrastructure safer than government can, opponents argue. "People who are putting their own money on the line are going to want to have their own experts taking a look under the bridges they finance, to see where there are rust, cracks or crumbling supports," writes Thomas Sowell, a senior fellow at the conservative Hoover Institution. Critics also say that private owners tend to be free of the kinds of constraints that keep government agencies from being more effective. Because they do not have to deal with government bureaucracy, private owners can get things done more quickly, they contend. For instance, they cite the success of retailer Wal-Mart Stores Inc. in reopening many of its stores in the areas affected by Hurricane Katrina soon after the storm hit, making supplies available, while the government's relief efforts tended to move more slowly. Governments can also make a good deal of money leasing infrastructure to private interests, critics of federal funding say. Malanga, for instance, points to the example of Indiana, which in 2006 auctioned off a major toll road to a private bidder and got $3.85 billion for it, far more than the $1.8 billion that had been expected. That kind of return can allow governments to invest in further infrastructure upkeep, critics say.

Privatization empirically solves best -- results in new market entrants and competition that raises efficiency.

Winston, 2k-- fellow at the AEI-Brookings Joint Center for Regulatory Studies and a senior fellow at the Brookings Institution (Clifford, “Government Failure in Urban Transportation.”, AEI-Brookings Joint Center for Regulatory Studies, November, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=259788)//EM
The deregulation experience has also shown that new market entrants, such as Southwest Airlines, often become the most efficient firms in a deregulated industry. In 28 Indianapolis is one of the few U.S. cities that has privatized its transit system. Karlaftis and McCarthy (1999) estimate that although the system is producing more vehicle miles and passenger miles, its operating costs have declined 2.5 percent annually since privatization. These savings are primarily efficiency gains, not transfers from transit labor. 29 See, for example, Volpe National Transportation Systems Center, Autonomous Dial-a-Ride Transit, U.S. Department of Transportation, Washington, D.C., November 1998. 15 the transit industry, privatization could lead to intense competition supplied by paratransit operations, such as jitneys, and other low-cost operations, such as minibuses. Competition among these new entrants and conventional bus, rail, taxi, and auto modes would insure that cost reductions would become fare reductions.30 Unlike airlines and trucks, railroads were deregulated because of their poor financial performance under regulation. It was expected that in pursuit of greater profitability the deregulated railroad industry would substantially reduce its operations, raise rates on much of its bulk freight, and cede a lot of manufactured freight to truck. Railroads have indeed pruned their systems, but they have also become more efficient and responsive to customers—offering lower (contract) rates and better service. Thus instead of losing market share, deregulated railroads are actually carrying more freight, regaining market share, and increasing their earnings. Depending on the behavior of new entrants and what is done with the established transit authorities, there are numerous possibilities for how a privatized transit industry would supply peak and off-peak service.31 Nonetheless, the railroads’ experience suggests that an efficient transformation of the transit industry’s operations, technology, pricing, and service could increase transit use and relieve taxpayers of subsidizing transit’s operations.
Private sector action provides more efficient and effective solutions. 

Mica 11- chairman of the House Transportation and Infrastructure Committee. (John, “How to fix American transportation”, Politico, 5/23, http://www.politico.com/news/stories/0511/55448.html) 

The federal government must not stand in the way of private-sector investment in our infrastructure. While public-private partnerships will not solve all of our problems, private-sector resources and expertise can play a larger role in building transportation projects for our nation more efficiently and with fewer tax dollars. By better defining their roles and limiting the impact of the federal bureaucracy, our states, local governments and the private sector can provide better, more cost-effective solutions for addressing our transportation needs. With bipartisan and bicameral support, we can move America’s transportation in a new direction.

Private companies are more efficient and reduce costs. 
Blake, 1 [Stephen, The Thomas Jefferson Institute for Public Policy, http://heartland.org/sites/all/modules/custom/heartland_migration/files/pdfs/3783.pdf, “VISION 2001: ~VIRGINIA’S TRANSPORTATION SYSTEM FOR THE NEW MILLENNIUM“, Accessed Jun 19, //SH]
Privatization. The privatization of transportation planning, design, construction and maintenance will enhance the efficiencies and effectiveness of the government sponsored transportation system. This can be accomplished through innovative financing mechanisms, particularly the development of public-private partnerships and privatization initiatives that move the financial burden away from sole dependence on government to a sharing of financial responsibility between government and the private sector. The current privatization legislation needs to be strengthened to provide incentives for the transportation industry to assume greater responsibility and for the state Department of Transportation to yield responsibility to the private sector. The adequacy of the private sector to provide this assistance must be addressed as the role of the public sector is reduced. Opportunities to privatize government activities should be pursued. An example of this privatization is the project conducted by the motor pool at the state. This project resulted in the hiring of Enterprise Rent-A-Car to provide a back up source of vehicles for state employees who travel, this allowed the motor pool to more efficiently manage the state cars and allowed a substantial savings over reimbursing state employees for using their personal vehicles for travel. This year Richmond Car and Truck Rental won the bid and reduced the cost from $25/per vehicle and 19 cents a mile to $18.95 and unlimited mileage. Other examples include; contracting out of maintenance functions by VDOT, and in Fairfax County and the City of Alexandria bus service is now provided through contracts with private transportation management companies.

Private companies focus on upkeep --  means they provide superior solvency. 
Facts on File News Services, 7 [Issues and Controversies, http://www.2facts.com.proxy.lib.umich.edu/icof_story.aspx?PIN=i1200460&term=privatization, “Infrastructure Upkeep”, Accessed Jun 21, //SH]
Those who oppose more federal spending on infrastructure upkeep say that the problem is that there is currently too much spending on the wrong projects. Critics contend that politicians load legislation with so-called earmarks--projects that are popular with voters in their home districts and with political insiders who stand to benefit from them but that do not justify the large amounts of taxpayer money being spent on them. Those earmark projects tend to be new developments, meaning that upkeep of existing structures is ignored, critics of increased funding argue. Some critics of increasing federal spending on infrastructure argue that privatization of infrastructure is preferable. Companies that stand to lose personally if they do not deliver will do a better job with infrastructure upkeep than government agencies, they say. Private owners of infrastructure, because they are not bogged down by government bureaucracy, are also more efficient, opponents contend.

It’s impossible for the government to overcome efficiency issues. 

Winston, 2k-- fellow at the AEI-Brookings Joint Center for Regulatory Studies and a

senior fellow at the Brookings Institution (Clifford, “Government Failure in Urban Transportation.”, AEI-Brookings Joint Center for Regulatory Studies, November, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=259788)//EM
U.S. policymakers at all levels of government have shaped an urban transportation system that benefits specific travelers and suppliers, but whose welfare costs are borne by all taxpayers. As long as transit is provided by the public sector, it is hard to see how the political forces that contribute to its current allocative and technical inefficiencies could be overcome. Efforts to improve the efficiency of public roads are also hamstrung by politics. Apparently, the federal government sees no reason to change matters because the T21 legislation indicates there will be no break with past transit or highway policy. Privatization is therefore starting to be seen in a different light and is slowly attracting interest among transportation analysts as the only realistic hope for paring the huge inefficiencies that have developed in urban transportation under public management.
Exts – CP Solves (Comparative) 
Public control over transportation infrastructure is inefficient and creates massive amounts of congestion -- private sector control solves better and enables innovative solutions. 

Winston, ‘10

[Clifford, senior fellow in the economic studies program at the Brookings Institution, author of “Last Exit: Privatization and Deregulation of the U.S. Transportation System”, “THE PRIVATE SECTOR CAN IMPROVE INFRASTRUCTURE WITH PRIVATIZATION NOT A BANK,” http://www.economics21.org/commentary/private-sector-can-improve-infrastructure-privatization-not-bank]

The Administration could improve the nation’s infrastructure—and also improve its standing with Wall Street and the business community—by selling some roads and airports outright to the private sector. Privatizing infrastructure would also help cut the federal deficit by raising revenues and reducing expenditures. The bank’s funds would consist of private capital and general funds, which would allegedly be allocated by an appointed Board to projects that meet national economic objectives instead of local political objectives. Really? Why would state and local sponsors bring candidate projects to the bank unless they thought they could apply political pressure to get their projects approved? Would Florida stand by while California got funding for a large project and it got nothing? And is it plausible to believe that states and cities would support allocating public funds primarily on the basis of maximizing private investors’ returns? Do governments often think that way? Moreover, even if an infrastructure bank existed, it would not address the public sector’s inefficient pricing, investment, and production policies. Consider highways, airports, and urban transit. Motorists and truckers pay a gasoline tax but they are not charged for delaying other vehicles on the road; truckers are not charged for damaging pavement and stressing bridges; aircrafts pay a weight-based landing fee but they are not charged for delaying other planes that want to takeoff or land; and bus and rail transit users pay fares that only cover a modest fraction of operating costs and no capital costs—in fact, some, like federal employees, obtain subsidies to ride completely free. Prices that are set below costs send the wrong signals for investment by justifying expenditures to expand a crowded road when the problem would be fixed by simply charging peak-period tolls. The bank may try to force states and cities to consider pricing options but politicians have made it clear that they prefer to spend money on their constituents, not to charge them a user fee. The way we waste money on our transportation infrastructure is appalling. Road pavement is not built thickly enough to minimize the sum of maintenance and up-front capital costs. The cost of highway projects is inflated by Davis-Bacon regulations that require labor to be paid at the prevailing union wage rate in a metropolitan area, and by cost overruns that occur because the bidding process selects the firm that is the lowest-cost bidder even though those costs do not tend to end at the bid thanks to renegotiable (mutable-cost) clauses in the contract for underestimated project expenses. Boston’s Big Dig, which came in at a large multiple of the bid price, comes to mind. Airports are a nightmare because they take several years to add runways thanks to opposition from local residents, environmental groups, and regulatory hurdles such as EPA environmental impact standards. And building a new large airport from scratch is basically impossible for the same reasons. Only one has been built over the last 35 years. Mass transit—busses, subways and trains—run too many schedules that make little sense, which is why on average, most buses and subways fill roughly 20% of their seats—and routes don’t change even if population centers shift. At the same time, the cost of providing transit service is inflated by regulations such as “buy American” provisions that mandate that transit agencies first offer contracts to domestic producers instead of seeking the most efficient suppliers of capital equipment. Other perverse incentives include giving extra federal dollars to transit agencies to replace their capital stock prematurely rather than maintaining it efficiently. And it is basically impossible to lay- off or fire a transit employee because to do so could result in severance packages that approach $400,000 per worker. An infrastructure bank would do nothing to address those inefficiencies. And if an infrastructure bank is going to be funded by outside institutional investors, why not allow the private sector to have a greater stake in infrastructure performance by selling them ownership? Privatization of the system would have at least three positive effects. First, private operators would have the incentive to minimize the costs of providing transportation service and can begin the long process of ridding the system of the inefficiencies that have developed from decades of misguided policies. Second, private operators would introduce services and make investments that are responsive to travelers’ preferences. Third, private operators would develop new innovations and expedite implementation of current advances in technology, including on-board computers that can improve highway travel by giving drivers real-time road conditions, satellite-provided information to better inform transit riders and drivers of traffic conditions, and a satellite-based air traffic control system to reduce air travel time and carrier operating costs and improve safety. The technology is there. But it hasn’t been deployed in a timely fashion because government operators have no incentive to do so. The private sector does.
Private sector control is more effective and efficient than government projects, and its critical to individual freedom -- multiple reasons. 

Gillen and Cooper 99- Ph.D. (University of Toronto) Director, Centre for Transportation Studies YVR Professor of Transportation Policy Professor and Chair AND** post-graduate researcher at the Institute of Transportation Studies, University of California, Berkeley (David and Douglas, “Public Versus Private Ownership and Operation of Airports and Seaports in Canada” Oct 20, 1999, The Fraser Institute http://oldfraser.lexi.net/publications/books/essays/chapter1.html)//EL
IN A RECENT ARTICLE DISCUSSING THE PRIVATIZATION of British Rail, The Economist wrote: "It is a brave man who interferes in a love affair, however tempestuous. The British public loves railways, even as it hates the way they are run. Opponents of the government's privatization bill, published this week, argue that it will cause grief." "On the Right Tracks," The Economist, January 23, 1993, p. 20.Note This statement could apply equally well to any one of Canada's hundreds of government owned corporations. The article went on to point out what many, including economists, have argued for many years, namely, that there are significant economic gains to be had from privatization and these translate into welfare gains to the community. First, and foremost, privatization will "root out inefficiency - when a railway in a small country employs 35,000 civil engineers, something is amiss." Ibid.Note Second, it introduces new management styles and skills oriented to serving the users of the rail system and becoming more consumer oriented. Third, it will lead to better investment decisions. Better in many cases can mean less investment or reductions in capacity, as governments are notorious for overbuilding. The ideal view of privatization is that it enhances individual freedoms, encourages and improves efficiency, makes industry more responsive to the demands of the customer, decreases the public debt, and reduces the potential stranglehold of trade unions by forcing management to face the realities of the market place. The major objectives of privatization were, perhaps, best spelled out by Great Britain's then Financial Secretary to the Treasury, John Moore, in 1983 and augmented by a subsequent government White Paper. They are: to reduce government involvement in the decision-making of industry; to permit industry to raise funds from the capital market on commercial terms without government guarantee; to raise revenue and reduce the public sector borrowing requirement; to promote wide share ownership to create an enterprise culture; to encourage workers to share ownership in their companies; to increase competition and efficiency; and to replace ownership and financial controls with a more effective system of economic regulation designed to ensure that benefits of greater efficiency are passed on to consumers (Veljanovski, 1987).Note The argument is made that when projects meet private investors' profit return expectations, only economically sound projects will be undertaken. Furthermore, the operation of infrastructure facilities by private operators is claimed to result in lower costs than if they were run by the public sector. The cost savings are said to be real efficiency gains and not simply transfers from one sector of the economy to another. See Gomez-Ibanez, John Meyer and D. Luberoff (1991), "The Prospects for Private Infrastructure: Lessons from U.S. Roads and Solid Waste," Journal of Transport Economics and Policy, Vol. XXV, No. 5 (September) p. 259-279.Note The private sector also represents a source of financing development, expansion, and improvement of infrastructure at a time when governments are meeting increasing taxpayer resistance and are reluctant to further increase their debt. Finally, there is an argument that a public firm would have less incentive to charge socially efficient prices. This is based upon the notion that public firms will be used for "general government purposes" such as promoting regional economic development and, that allocative inefficiencies would arise from a government firm as they provide the wrong mix of outputs. In the absence of these two arguments there is no strong theoretical argument that a more efficient form of and base for pricing is more likely with private operations than with public operations. Note This means that with public ownership there is some likelihood that infrastructure will be financed out of general revenues rather than through user charges. 
It’s empirically true -- patterns are global and across multiple sectors. 
Gillen and Cooper 99- Ph.D. (University of Toronto) Director, Centre for Transportation Studies YVR Professor of Transportation Policy Professor and Chair AND** post-graduate researcher at the Institute of Transportation Studies, University of California, Berkeley (David and Douglas, “Public Versus Private Ownership and Operation of Airports and Seaports in Canada” Oct 20, 1999, The Fraser Institute http://oldfraser.lexi.net/publications/books/essays/chapter1.html)//EL
There are several reasons for the re-thinking of the common reliance on government as the sole provider of certain classes of goods and services including transportation infrastructure. First, there is the immediate concern of fiscal constraints and the pressures to reduce deficits, which makes private sector participation attractive. It should be noted that simply transferring responsibility to the private sector to avoid government spending provides neither a desirable nor an economically efficient solution to meeting the transportation needs of a community, however broadly defined.Note Second, there are arguments that the public sector cannot, or will not, bring fiscal responsibility in the form of efficient prices and productive efficiency. Third, it is difficult for the federal government to adopt flexible policies and standards that are adequate to meet local or regional conditions. A single policy or uniform standard for the entire country leads, in many cases, to inefficiencies and excess costs with no corresponding benefits. Finally, the failure to deregulate infrastructure after having deregulated and privatized transportation services has led to a failure to achieve some of the available efficiency gains from deregulation. The deregulation of infrastructure through privatization or private sector management in order to realize the gains available from the discipline of market forces has a brief but successful history. New Zealand, for example, moved to a "for profit" Air Traffic Control system in 1987. The results have been dramatic. Within four years, Airways Corporation of New Zealand recovered full costs, paid taxes, generated $30 million in dividends and reduced expenses by 20 percent. See, Paul Proctor (1992), "For-Profit New Zealand ATC System Cuts Costs and Increases Efficiency," Aviation Week and Space Technology (April 27, 1992, p. 32).Note In 1986, Australia created the Federal Airports Corporation to operate the major airports in the country. BAA (British Airports Authority) was created when the British government privatized the five major regional airports. Government owned air carriers in Europe and Canada have shown significant gains in productive efficiency when privatized and placed in a competitive market setting. See, Gillen, D., T. Oum, and M. Tretheway (1986).Note The decision to privatize has not been based simply on political stripe or a belief that the private sector is inherently more efficient than government. Boardman and Vining (1989), for example, examined a number of studies that had investigated the relative efficiency of public versus private corporations. Boardman and Vining (1989), "Ownership and Performance in Competitive Environments: A Comparison of the Performance of Private, Mixed and State Owned Enterprises," Journal of Law and Economics, Vol. XXXII (April) p. 2-33.Note The industries examined included electric utilities, refuse, water, health-related services, airlines, railroads, financial institutions, fire services, and non-rail transit. They concluded that in terms of all profitability indicators, public sector firms perform substantially worse than do private firms, and that it is the competitive environment that explains the difference in profitability between public and private firms. On the other hand, Vickers and Yarrow (1989) report that in an investigation of the relative performance of private and public enterprises, the evidence does not clearly establish the clear-cut superiority of private ownership with respect to cost efficiency. They do make the point, however, that privately owned firms tend, on average, to have lower costs (more internal efficiency) when competition in product markets is effective. 

Privatization overcomes the problems of federal control. 

Poole, 96 [Robert W. Jr., Director of Transportation Policy, Reason Foundation, http://heartland.org/sites/all/modules/custom/heartland_migration/files/pdfs/5752.pdf, “Defederalizing Transportation Funding”, Accessed Jun 19, //SH]
There are three principal reasons for considering the devolution of transportation investment to lower levels of government. First, the responsibility for building; owning, and operating these systems is primarily regional or local, not national. Now that the Interstate highway system has been completed, the federal role in highways can be dramatically reduced, and the federal role in aviation is primarily concerned with the national air traffic control system, not local airports. There is no national interest (as apan from a regional or local interest) in whether San Francisco extends its BART system to the airport or whether Boston puts its Central Artery underground. Second, there are major disadvantages with the centralized federal trust-fund approach to funding transportation infrastructure, as will be discussed below. Third, it is cities and states-not the federal government-that have been most innovative in seeking new and better ways to invest in infrastructure and improve its performance, by making use of public-private partnerships. Federal transportation grant programs-be they airport, mass transit, or highway--are plagued by the problem of pork-barrel spending. Members of Congress traditionally derive great benefits from earmarking projects for their districts, regardless of cost-benefit ratios or the relative value of the project compared with alternate uses of the funds. Since trust fund dollars are always limited, this means that every “bad” project which jumps the queue at the behest of a member of Congress necessarily displaces a “better” project (better in terms of adding real economic value). Thus, this process systematically wastes scarce transportation infrastructure resources. Providing federal grants that cover 75 to 90 percent of a project’s cost encourages local officials to push for capital-intensive solutions to transportation problems-to “build their way out of congestion.” In some cases a less-costly solution--e.g., an expanded bus system rather than a light-rail system-may make greater economic sense, but if the federal program makes the costly approach look cheap, it is more likely to be chosen. In other cases, a “software” approach (peak-hour pricing) might make better sense than a “hardware” approach (another runway or freeway lane). As Harvard’s David Luberoff notes, projects such as Miami’s $30,000-a-rider rail system and Boston’s Central Artery “would never have been built if states and localities had to put up more than a token share of the money needed to fund them.” The illusion of “free federal money” leads to decisions that would not have been taken were the local agency having to make the most cost-effective use of its own resources. Traditional “user taxes” avoid market pricing. Thus, until the exceptions permitted by ISTEA, federal policy flatly prohibited charging tolls on federally aided highways. Likewise, the way in which the FAA interprets airport pricing policy has discouraged attempts to move toward landing fees that reflect supply and demand for scarce runway space. The results have been serious and costly problems of urban freeway congestion and serious delays at major airports. This creates the impression that the problem is insufficient freeway or runway capacity. In particular cases there may well be insufficient capacity, but the existence of considerable capacity at off-peak times indicates that the “congested” facility is not being fully or efficiently utilized. Peak-hour pricing would spread out peak loads, thereby reducing (but usually not eliminating) the amount of investment in new capacity required. This would be both economically and environmentally sound. The National Council for Public Works Improvement noted that while nearly 75 percent of current infrastructure capital spending comes from users, only about 50 percent of operations and maintenance funding comes from this source. As a result, maintenance is all too often the stepchild which must fight for annual appropriations. Former New York State Comptroller Edward V. Regan has noted that because politicians get considerable publicity and political credit for cutting the ribbons on new facilities, “The incentives, therefore, are for public officials to puposefully starve the maintenance budget. “6 Deferred maintenance will remain a serious problem until the paradigm is changed, and user-funding becomes standard for infrastructure projects. Public agencies tend to be risk-averse and oriented to the status quo. Hence, they are slow to adopt innovations. It is the private sector which is pioneering the introduction of congestion pricing on highways. It is the private sector which is taking full advantage of electronic toll collecrion to develop the world’s first toll road without any toll booths. And it is likely to be the private sector that introduces “smart highway” technology, targeting upscale customers who desire in-car navigation and two-way communications as a niche market willing to pay for value-added services. Airports, air traffic control, and highways fail to make use of state-of-the-art technology because they are operated by input-oriented public agencies rather than user-friendly service businesses. 

Privatization is more effective -- efficiency, costs, and decreased financial risk -- empirics and multiple examples worldwide prove. 

Van Doren, 3-- editor of Regulation magazine, published by the Cato Institute (Peter, “Let the Market Free Up Transportation in U.S.”, Cato Institute, 5/19, http://www.cato.org/research/articles/doren-030519.html)//EM
Examples from around the world show that government can use the power of the marketplace to improve transportation for citizens. In Britain, Heathrow Airport is privately owned and user fees cover all airport and air traffic control costs. In Chile, private franchises provide limited-access highways — smooth-flowing roads with user fees. Even in China, market forces are being used to improve transportation; the Guangzhou-Shenzen highway was financed and is being operated privately. But in the United States, which in so many other sectors of the economy is the world leader in market innovation, market forces have been ignored in favor of a government subsidize-and-control approach to transportation that has harmed efficiency and financed many projects of dubious value. With the expiration of longstanding federal legislation concerning aviation, Amtrak, highways and transit, Congress has a rare opportunity in 2003 to use market forces to free up America's gridlocked roads and taxiways. Market innovations such as user fees and roadway tolls benefit society by requiring potential users to consider costs when they decide whether to use a transportation system and by not using taxpayers' money. Moreover, the involvement of private ownership and franchises in transportation operations can improve efficiency and reduce government financial risk. The more market forces are brought to bear on transportation, the more efficiently transportation systems will be utilized. Historically, the United States used private enterprise heavily in the provision of transportation. In the 18th and 19th centuries, thousands of privately constructed and operated toll roads existed throughout the country. Even after World War II, turnpikes in New York, New Jersey, Connecticut, Massachusetts, Pennsylvania and Ohio were all user-financed toll roads before they were incorporated into the interstate highway system. ] Like roads, transit systems in the United States were largely privately provided until the mid-20th century. The Boston and New York subway systems were privately constructed and operated, and the IRT and BMT sections of the New York system were privately operated until 1940. Even after government became heavily involved in transit in the mid-20th century, the norm was that fees for transit systems should finance both operating and capital expenses. But that norm began to dissolve in the 1960s, and today most transit systems operate with large government subsidies. From an economic perspective, government involvement in the provision of transportation infrastructure and services should be limited to state and local unlimited-access roads for which the transaction costs of toll collection would be prohibitive. Nevertheless, the federal government collects taxes and funds infrastructure for limited-access roads, airports and air traffic control, and it subsidizes transit and Amtrak. How did that happen? The 1956 Federal Highway Act, which authorized the federal gasoline tax and expenditures on the interstate highway system, was the product of a coalition of business, labor and urban leaders whose members saw massive expansion of highway capacity as essential for economic growth and congestion relief. Spending on roads was the progressive thing to do. "Better schools, better hospitals, and better roads" was the slogan of the day. The toll turnpikes of the Northeast were grandfathered under the 1956 act, but user fees were banned on all other interstate projects funded by the act. Two generations of Americans outside the Northeast have thus become accustomed to "free" interstate highways. Subsidies for mass transit were the Republican response after 1968 to urban protests against interstate highways through existing urban neighborhoods. Although the activism threatened the politics of the highway coalition, subsidies for mass transit allowed the highway coalition to command continued political support through expansion of the coalition of beneficiaries. But the support that is purchased is largely from employees of transit agencies rather than customers, who would be better off with direct transfers that they could spend on transportation services that fit their needs at a lower cost than those provided by public transit authorities. How have transit providers responded to the subsidies? As you would expect, they have lowered their productivity and expanded service so that suburban voters, who pay the taxes, now have service. From 1991 through 2000, transit capital expenditures amounted to $70 billion. But the number of people using transit to go to work was flat at about 6 million (4.7 percent of workers) from 1990 through 2000, even though the number of workers increased by 13 million during the decade. 

Government’s “build it and they will come” mindset fails -- prefer the private sector’s market-based approach.

O’Toole, 9-- senior fellow at the Cato Institute (Randal, “The Citizens’ Guide to

Transportation Reauthorization”, Cato Institute, 12/10, http://www.cato.org/pubs/bp/bp116.pdf)//EM

Despite the new streetcar and light-rail lines, the number of people taking transit to work actually declined between 2000 and 2007. Meanwhile, Portland-area employment growth added more than 60,000 new daily commuter cars to the road—more new cars 13 Even in downtown Portland, the heart of transit commuting, the number of workers who commute by transit declined.30 The ‘build-itandthey-will-come” notion is as wrong for rail transit as it is for highways.

Exts – CP Solves (Funding) 
Government funding guarantees continued infrastructure deterioration due to ballooning deficits and competing priorities -- only the private sector ensures sustainable support. 

Gilroy and Kenny 12- Gilroy is the director of government reform and Harris Kenny is a policy analyst at Reason Foundation (Leonard and Harris, “States and Cities Going Private With Infrastructure Investment”, Reason Foundation, 5/17, http://www.realclearmarkets.com/articles/2012/05/17/states_and_cities_going_private_with_infrastructure_investment_99671.html)//EL
As public debts grow, cities and states simultaneously face pressing needs to repair and modernize critical infrastructure assets that can't wait if citizens hope to keep goods and services moving in the economy. For example, many interstate highways, which are owned and maintained by states, are reaching the end of their useful lives and will cost tens of billions of dollars to reconstruct. Yet, projected federal and state fuel tax revenues will come nowhere close to covering the bills. When factoring in similarly large investment needs in water, aviation, schools and other public infrastructure facilities, it becomes abundantly clear that new infrastructure financing models and sources of capital will be the only viable option to support and sustain growth. Enter the private sector, where investors are demonstrating a willingness and capability to partner with governments to modernize and expand infrastructure, according to Reason Foundation's recent Annual Privatization Report 2011. The report finds that the amount of capital available in private infrastructure equity investment funds reached a new all-time high last year. And since 2006, the 30 largest global infrastructure investment funds have raised a total of $183.1 billion dedicated to financing infrastructure projects; the bulk coming from U.S., Australian and Canadian inventors. In fact, eight major privately financed transportation projects were under construction in the U.S. in 2011 totaling over $13 billion. For a preview of the future, just look to Puerto Rico, where innovative infrastructure financing has been a priority of Governor Luis Fortuño's administration. Prior to his tenure, massive budget deficits and weak credit ratings left the territory with a limited ability to finance infrastructure. In fact, public infrastructure investment (as a share of GDP) had been on a steep decline in Puerto Rico since 2000. Put simply, if Puerto Rico was going to maintain-much less expand and modernize-its infrastructure, it was going to need outside help. Policymakers proactively adopted a 2009 law authorizing government agencies to partner with private firms for the design, construction, financing, maintenance and/or operation of public facilities across a wide spectrum that includes transportation, ports, schools and other asset classes. The law also established a Public Private Partnership Authority (PPPA), a new unit of the Government Development Bank, to conduct due diligence on these infrastructure partnerships and take worthy projects to market in competitive procurements. So far it's been a smashing success. Last fall the PPPA finalized its first major highway deal, closing on a 40-year, $1.5 billion lease of two toll highways to a private concessionaire now responsible for operating the facilities and making major capital investments in pavement, signage, lighting and other safety enhancements. Lawmakers are also poised to privatize operations of San Juan's Luis Muñoz Marin International Airport this summer. Two weeks ago PPPA officials selected two consortia eligible to compete for a $1 billion, 50-year lease expected next month. The deal pays off $900 million in public debt, and results in a virtual reconstruction of the entire airport, pursuant to officials' goal of turning the airport into the preeminent gateway to the Caribbean. PPPA is also in the middle of a new K-12 school modernization program whereby officials are contracting with private developers to design, build and maintain a package of approximately 100 schools in 78 municipalities across the territory. This effort will address a severe need to upgrade aging, deteriorating schools and tackle chronic deferred maintenance. Puerto Rico isn't alone though. For example, Chicago Mayor and former Obama chief of staff Rahm Emanuel stood with former President Bill Clinton last month to propose an ambitious $7.2 billion infrastructure program that will rely heavily on public-private partnerships and private financing for a broad spectrum of projects including roads, water, transit and more. To implement this program, city policymakers recently created a new Chicago Infrastructure Trust, a nonprofit infrastructure bank that can package deals and blend public and private financing to advance projects. Early pledges of up to $1 billion in private capital from several financial institutions, including Citibank, Macquarie and JPMorgan suggest the model may be viable. Elsewhere, both Texas and Connecticut enacted broad-ranging laws to authorize private sector financing for state and local assets in 2011. In New York, The Yonkers Public Schools recently hired a team of financial, legal and technical consultants to evaluate the potential to tap private financing to help deliver a $2 billion K-12 school modernization program. Like Puerto Rico, Yonkers has a number of aging facilities over 70 years old that need reconstruction, yet lacks the ability to undertake large-scale renovation through traditional taxes and bonds given current fiscal and financial constraints. Ultimately, policymakers are beginning to realize that the status quo of financing infrastructure through taxes and municipal debt is broken. Fortunately the private sector is poised and ready to invest in infrastructure, with hundreds of billions of dollars in privately sourced capital sitting on the sidelines looking for worthy public infrastructure projects in which to invest. While governments continue to struggle even with the basics of balancing budgets, much less long-term crises like entitlement spending and underfunded public pensions, the question is not if, but when, will more policymakers like Fortuño and Emanuel step up and embrace the private sector? Infrastructure represents the arteries and capillaries of our economy, and if we let those deteriorate, the heart itself will soon follow.

The political process of the aff guarantees it’ll be underfunded and won’t be able to sustain infrastructure -- only privatization solves. 

Rodrigue 09- Ph.D. in Transport Geography from the Université de Montréal( Jean-Paul, “The Geography of Transport Systems”, Chapter 7, Hofstra University, http://people.hofstra.edu/geotrans/eng/ch7en/appl7en/ch7a2en.html)//EL

The geography of transpot systems1. Private Participation in Transport Infrastructure Transportation infrastructure, like several infrastructure classes, has a significant level of public involvement ranging from direct ownership and management to a regulatory framework that defines operational standards. This is notably the outcome of a tradition where transportation, particularly roads, was seen as a public good not to be subject to market forces and be free of access. A similar trend applied to port and airport infrastructures that were placed under the management of public authorities. Although rail freight has essentially been a private endeavor in the United States, it was significantly regulated by the Interstate Commerce Commission in terms of fares and level of service. In many jurisdictions the government roles involve well defined responsibilities that are not expected to change. Rail terminals are mostly managed by private rail operators while the warehousing / distribution industry is almost completely private. Like many civil engineering sectors, the private sector can be involved in transportation project delivery, which can include design and construction, project management such as maintenance and operations and project financing, namely raising capital. Contemporary transportation infrastructure financing is facing the following challenges: Transport finance initiatives are generally not sufficient for maintaining and improving the performance of transport systems. This was a major driver behind privatization and deregulation in the passenger and freight transport industries worldwide. Transport finance initiatives should be designed to promote productivity gains. This underlines that many investment projects are politically instead of commercially driven. Transport finance initiatives differ in their probable impacts on transport system performance. This underlines the difficulty of establishing multiplying effects linked with specific infrastructure investment projects.
More evidence -- the process of the aff guarantees underfunding and inadequate upkeep -- private actors have more access to capital which ensures better solvency. 
Mansour and Nadji 6- Chief Economist and Strategist at RREEF and Director at RREEF( Asieh and Hope, “US Infrastructure Privatization and Public Policy Issues ”, RREEF,September, http://www.irei.com/uploads/marketresearch/69/marketResearchFile/Infr_Priv_Pub_Policy_Issues.pdf)//EL 

Two significant trends are driving the movement towards privatization. First, governments at all levels are strained for financial resources. Privatization is a means for providing needed and popular infrastructure without further straining the public budget. Second, the private markets are capital rich, seeking to invest increasing quantities of capital at attractive risk-adjusted yields. Investment in privatized infrastructure can offer attractive opportunities. The federal government traditionally has heavily funded much of the infrastructure currently targeted for privatization. During the past few decades, efforts to reign in the federal budget have resulted in declining resources for roads, bridges, airports, seaports, and water systems. These budget reductions have impacted both capital and maintenance costs. As a result, these burdens have shifted to state and municipal budgets. Increasing revenue at the state and local levels, however, is politically very difficult. Thus, privatization is viewed as a mechanism for providing infrastructure without negatively impacting a state or municipal government’s fiscal position. Over the past decade, it has been the regional governments in the US that faced severe fiscal pressures that have predominantly privatized. This issue impacts both capital costs of developing new infrastructure and maintenance costs for older infrastructure. Infrastructure investment needs in the US fall into two basic categories. The first involves growth areas, including booming new suburbs and areas of regional growth, such as the southern and western portions of the nation. The needs in these areas are for capital to develop infrastructure to support this growth. With federal funds more limited, states and municipalities need to be more creative in financing these needs. Privatization of the new infrastructure is an obvious solution. The second category involves curing deferred maintenance of older infrastructure. Older communities, particularly in the Northeast and Midwest, are served by old infrastructure. Typically, these regions suffered from under-investment in the maintenance of this infrastructure. With slow economic growth, little fiscal capacity exists to fund what is often substantial deferred maintenance. Once again, privatization offers a potential solution. The private sector can provide desperately needed capital for investing in the crumbling infrastructure across the US. There has been severe underinvestment in US infrastructure over the past decade. The supply of infrastructure assets has failed to meet growing demand as exemplified by an aging infrastructure, expanding demand for services with a growing Real Estate Research 3 population, and state/local government deficits that have not only restrained needed expenditures, but also had to accommodate competing priorities, such as health care. The American Society of Civil Engineers (ASCE) has released its most recent Report Card for America’s infrastructure, grading the top infrastructure categories. The summary results are reported in Exhibit 1 below. The grade point average has deteriorated to a “D” overall with an estimated $1.6 trillion needed in further investments to bring conditions to acceptable levels. Therefore the question of why privatize is that for many state and municipal governments, it may be the only way to provide or maintain needed infrastructure for their local constituents. Infrastructure investments, whether private or public, are a necessary input to expand the productive capacity of an area. Capital investment in infrastructure, private as well as public, goes hand in hand with economic activity. Empirical studies have shown that infrastructure has substantial payoffs, and currently in the US, public infrastructure is undersupplied and higher levels are warranted. Benefits of Privatization Several factors appear to be driving the current trend toward privatization of infrastructure: • A perception or belief that private enterprise can develop and/or operate critical facilities more cheaply and efficiently than public agencies. • Provide a source of capital to fund needed infrastructure that would otherwise need to be funded through tax revenue or public financing. • In the case of an outright sale, provide cash to bolster public finances or to be used for other public needs. • To provide the revenue to maintain the infrastructure over time. • Remove critically needed facilities from on-going political meddling, which can often impede the efficient and economical provision of services. Of the above-mentioned factors, the ability to provide infrastructure without sizeable public funding and the ability to generate cash through a sale of an asset are the most appealing to government officials and politicians. Because voters are highly resistant to increased taxes and higher public debt at all levels of government, opportunities to shift costs from the public to the private sector are appealing. Canada has been at the forefront of this movement toward privatization in North America, with infrastructure becoming a mainstream asset class that attracts investor capital. Longduration infrastructure investments are especially appealing to pension funds, which have long-dated liabilities.

Exts – Federal Control Fails 

Federal control over transportation fails -- guarantees congestion and decay -- only market forces create efficient and localized solutions. 

Utt 11-Ph.D., is Herbert and Joyce Morgan Senior Research Fellow in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation(Ronald, “Using Market Processes to Reform Government Transportation Programs: Report No. 1”, Heritage Foundation, June 6, http://www.heritage.org/research/reports/2011/06/using-market-processes-to-reform-government-transportation-programs-report-no-1)//EL
2. Transportation Ranked Low on Budget Priorities. As part of the federal budget, transportation programs must—in practice and in theory—compete with other federal programs for available resources. Until 2008, highway and transit spending escaped this constraint by virtue of a dedicated funding source (federal fuel taxes) and a trust fund that protected these revenues from congressional and presidential predation. But after several years of spending more than it earned, the trust fund required its first ever infusion of general revenues in 2008, and many more infusions are predicted unless dedicated revenues are increased or spending is cut. Implications This mode of operation makes little sense from an economic perspective. Transportation services represent a vital commercial activity providing benefits to every American and every American business. Yet the amount of transportation service provided is based on overall budget priorities rather than the needs and desires of transportation users. Such a system is also independent of consumers’ willingness to “buy” more transportation services, since no market exists to accommodate an increase in demand. This results in more congestion and more infrastructure decay. While it may be possible for a socialist enterprise to mimic the market, the politicization of transportation programs work to undermine that effort. Most Americans want to drive their cars on congestion-free roads, yet most federal, state, and local elected officials and department employees intervene by mandating the provision of non-road transportation products that most transportation consumers do not want. In a functioning market, a report to the president of a national restaurant chain that sales of apple pies have jumped would induce him to order more apple pie production, yet if today’s transportation officials ran that chain, they would respond by ordering more salad. In today’s transportation world, that salad is street cars, high-speed rail, Amtrak, and bicycle paths. What’s Next? Over the next few months, this new Heritage transportation reform series will present several reports on ways in which market processes can be integrated into the current transportation system in ways that offset diminished budget resources and the poor investment and spending choices of the past. These reports will include analyses of the benefits of competitive contracting and deregulation in transit and passenger rail, public–private partnerships for operations and infrastructure investment, general privatization, and the use of tolls and other user fees to supplement existing financial resources.

Publicly funded projects empirically fail and crowd out the private sector -- competition within the market is key to overall efficiency and success. 

Shane, 5 Under Secretary for Policy in the U.S. Department of Transportation (Jeffrey, “TRANSPORTATION INFRASTRUCTURE AND THE PRIVATE SECTOR,” speech from the 46th Annual Transportation Research Forum, 3/7/05, http://ostpxweb.dot.gov/s-3/Data/TRF%20Annual%20Meeting%20(3-05).pdf)//AM 

The future I want to talk about today is one in which the private sector would play a much more prominent role in the construction, finance and management of our Nation’s transportation infrastructure. The deregulation of trucking, freight rail, and airlines has produced enormous welfare benefits for U.S. consumers. Vigorous competition in these industries has lowered prices and increased innovation. While each mode faces important long-run challenges, they remain unmatched in efficiency and productivity – particularly when compared to their more regulated international counterparts. Unfortunately, we have not seen the same levels of innovation in the provision of the underlying infrastructure on which vital transportation services ultimately depend. In other words, we shouldn’t simply conclude that our job is done because we took some bold steps a quarter of a century ago. The fact is that our job is far from done. Now, more than ever, we need re-evaluate the case for public infrastructure monopolies. Certainly, when compared to other deregulated network services such as telecommunications, the arguments for 100 percent public control of transportation infrastructure seem increasingly weak. 2 The current state of the transportation sector must also be considered against a backdrop of surging demand for transportation services across all modes and a global economy in which businesses are ever more reliant on logistics to meet their cost-reduction targets. Global trade now accounts for nearly a third of our Nation’s GDP, with goods coming in from Asia at a particularly breathtaking pace. The fact is that transportation is embedded in the global economy in a new, fundamental, and irreversible way. Transportation isn’t merely a service to manufacturers; it is an essential part of the manufacturing process. It isn’t merely a service to retailing; it is the way retailers maintain inventory. That’s why congestion, if left unaddressed, will have far more serious economic consequences in the future than ever before in our history. So why, one might ask, has there hasn’t there been more private sector involvement in transportation infrastructure in the United States? Let me offer two big reasons: First, not many investors have the fortitude or, indeed, the audacity to compete with our huge public sector programs for financing transportation infrastructure. Second, and even more daunting, a great many legal roadblocks effectively discourage private sector investment in our transportation infrastructure. The current ban on the use of pricing to reduce congestion on our Nation’s Interstate highways is a perfect example of the kind of problem we face.
The government is not capable of effectively running the transportation system.

Samuel, 95—freelance journalist who writes on regulatory affairs and whose work appears in Forbes and National Review (Peter, “Highway Aggravation: The Case For Privatizing The Highways”, Cato Policy Analysis, 6/27, http://www.cato.org/pubs/pas/pa-231.html)//EM
Maybe urging bureaucrats and politicians to set economically rational prices is like advocating vegetarianism to wolves. It just is not in their nature. Bureaucrats talk about orderly systems, not maximizing resource use. Politicians talk about fairness, not efficiency. Both kinds of officials tend to defer to those with a large concentrated interest at stake rather than the larger constituency of people with dispersed interests. The market offers a better prospect than government for furthering the general public interest. Transport service companies in a competitive environment will be forced by the needs of their owners and creditors to charge pretty much what the market will bear, which happens to be about what will maximize the efficiency of the system. They will not survive if they offer gridlock. They will strive to match supply and demand, or "clear" markets, as economists say. When they have an underworked asset they will strive to drum up some revenue and use it. And if they happen to make superprofits for a while, that will generate the revenue and attract the capital for an expansion of capacity.
Government is inefficient and fails. 

Winston, 2k-- fellow at the AEI-Brookings Joint Center for Regulatory Studies and a

senior fellow at the Brookings Institution (Clifford, “Government Failure in Urban Transportation.”, AEI-Brookings Joint Center for Regulatory Studies, November, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=259788)//EM
Public provision of urban transportation is, in theory, socially desirable. Rail and bus operations exhibit economies of traffic density that could lead to destructive competition in an unregulated market. Highways are traditionally perceived as public goods that require enormous capital and maintenance investments that the private sector is unlikely to finance. Improving the urban mobility of elderly and low-income citizens is an important social goal that should be addressed by government. But in their official capacity as regulators, service providers, and investors, public officials have generally instituted policies that have led to inefficient and inequitable urban transportation. A case for privatizing urban transport is developing because these actual government failures most likely outweigh potential market failures. Governmental involvement in the transportation systems of U.S. cities illustrates the problem. Local governments, with state and federal financial support, are quasimonopoly providers of urban bus and rail transit. Most U.S. roads and bridges are owned and operated by federal, state, or local governments. How has the public system performed? City roads are jammed at an ever expanding rush hour, causing infuriating delays. Bus service, never fast, has deteriorated over the years, while fares have risen. Pressures to expand rail service to outlying suburbs remains strong, even though current rail operations cannot attract enough riders to cover more than a small fraction of their total expenses including capital costs. Popular opinion seems to be that the United States can—and should—spend its way out of this mess by building more roads, running more buses, and installing more track. Indeed, in the Transportation Equity Act for the 21st Century, T21 for short, Congress greatly increased federal support for transit and highways for 1998-2003. Many transportation analysts are skeptical and argue that although more public spending for urban transport may result in some improvements for travelers, its primary effects will be 2 to swell transportation deficits and waste tax revenues. Instead, they suggest that government pursue more “efficient” policies such as charging motorists for the congestion they cause and balancing costs and benefits when deciding transit frequencies, route coverage, and vehicle sizes. I have come to believe that it is futile to expect public officials to consider such changes because urban transportation policy is largely shaped by entrenched political forces. The forces that have led to inefficient prices and service, excessive labor costs, bloated bureaucracies, and construction-cost overruns promise more of the same for the future. The only realistic way to improve the system is to shield it from those influences and expose it to market forces by privatizing it. Preliminary evidence from the United Kingdom and elsewhere suggests that although a private urban transportation sector should not be expected to perform flawlessly, it could eliminate most government failures and allow innovation and state-of-the-art technology to flourish free of government interference. The real uncertainty is what could spur policymakers to initiate change.

Federal control leads to higher costs --  earmarks prove. 
Racheter, 7 [Dr. Don, Public Interest Institute, http://heartland.org/sites/all/modules/custom/heartland_migration/files/pdfs/22799.pdf, “Spending Our Transportation Dollars Wisely”, Accessed Jun 19, //SH]
One factor that has contributed to the discussion of increasing transportation revenue is the rising cost of the materials and labor needed for construction of highways or roadways.  The increasing cost of construction materials results in less “bang for the buck” of transportation revenue.  There is also the risk that an increase in the fuel tax or other proposals that would raise the amount of revenue available to spend on transportation projects will encourage even higher prices for road projects.  When the government is paying the tab, there is often no thought given to economizing or trying to keep costs down. An issue at the federal level that impacts state transportation spending is the earmarking of federal funds for a specific project. If Congress would give up the privilege of earmarking funds, more of the current funding could be used for transportation projects such as critical bridge repair, rather than spending current funds on bike paths and museums, then raising additional taxes for higher- priority projects. 

Status quo proves the government cannot invest money -- education, infrastructure, and taxation -- projects should be deregulated. 

Epstein 10 (Richard A.the Peter and Kirsten Bedford Senior Fellow at the Hoover Institution, is the Laurence A. Tisch Professor of Law, New York University Law School, and a senior lecturer at the University of Chicago. His areas of expertise include constitutional law, intellectual property, and property rights., “Deregulate now” Hoover Institute, 2010 No.2 4/21/12 http://www.hoover.org/publications/hoover-digest/article/5298//Mkoo)

The political mood of the country can be captured in one word: glum. In particular, there is widespread recognition at the state level that conditions have reached near-crisis proportions. In states such as California, Illinois, and New York, large deficits and service cutbacks loom, as traditional tax bases can no longer support the ambitious entitlement programs that rest precariously upon them. Tax revenues are down 10 percent across all states, even as taxes are raised in half of them. The consequences are serious. Just look at the implosion in higher education taking place at the University of California. State revenues have gone dry, budgets have been slashed; yet student and labor protests make it difficult to raise the tuition and fees needed to maintain a strong institutional base. More and more students are unable to complete their education in four years, and unpaid furloughs will drive the best professors, administrators, and students elsewhere. Tragically, the economic lesson often goes unheeded. Too many professors and students link arms with union organizers in the naive hope of extracting blood from a stone. A bankrupt state cannot increase allocations to the university. Meanwhile, affluent citizens pack their bags to move to low-tax jurisdictions; those who stay do more tax-free work at home or participate more heavily in the underground economy. It won’t work to reaffirm the deadly triumvirate that drives this misery: tax the rich, greater local control over real estate development, and special privileges for organized labor. What’s needed is to break from the past with some unimaginative but necessary resolutions in the areas of taxation, real estate, and labor. On taxation, don’t play the mug’s game of imposing ever higher marginal tax rates on ever lower amounts of income. Play it smart for the long haul: low income-tax rates (and no estate taxes) will attract into states and communities energetic individuals who would otherwise choose to live and work elsewhere. Treasure their efforts to enlarge the overall pie. Don’t resent their great wealth; remember the benefits their successes generate for their employees, customers, and suppliers. Repudiate the politics of envy for the social destruction it creates. Don’t fret about the states and communities left behind; let them adopt the same sound policies to keep people at home. Enterprise is infectious. The outcome won’t be a zero-sum game. Open markets are the rising tide that raises all ships; high taxation is the tsunami that sinks them. On real estate, change the culture so that getting permits for yourself and blocking them for everyone else is no longer the pre-eminent developer’s skill. The government can still prevent buildings from falling down and fund infrastructure through general taxation. But take a stand against letting entrenched landowners and businesses raise NIMBY (not in my backyard) politics to a fine art. Today our dysfunctional land-use processes too often build thousands of dollars and years of delay into the price of every square foot of new construction. The requirements on aesthetics and disability access should be junked, along with the crazy-quilt system of real estate exactions that asks new developments to fund improvements whose benefit largely accrues to incumbent landowners. And for heaven’s sake, learn the lesson of Kelo v. City of New London and stop using the state’s power of condemnation for the benefit of private developers. On labor, state and local governments must junk the progressive mind-set in both the public and the private sector. State and local governments should never, repeat never, be forced to negotiate with local unions. The huge pensions garnered by prison guards in California or transportation workers in New York present the intolerable spectacle of ordinary citizens paying huge subsidies to union workers far richer than themselves. On the private side, don’t force developers to hire union workers on construction sites or to block the construction of new facilities that hire nonunion labor. If unions are really efficient—and they aren’t—let them compete like everyone else. A bankrupt state cannot increase allocations to its flagship university. Meanwhile, affluent citizens pack their bags to move to low-tax jurisdictions. On other labor fronts, we should kill off minimum-wage laws that reduce opportunities for youthful employees and overtime legislation that distorts labor markets. And yes, take on the sacred cow by repealing the antidiscrimination laws on race, sex, and especially age. None of this activity costs the public a dime. All of it will increase tax revenues and reduce administrative expenses. The best test of a good policy is whether it is sustainable over the long haul, and we know now that the progressive regime flunks this key test. At this point, all good libertarians can only take cold comfort that they have fought these destructive policies tooth and nail. The next step can be summed up in two words: deregulate now.
Federal action fails -- misallocation, stifles innovation, and increase costs. 
Roth 10--civil engineer, transportation economist, research fellow at the Independent Institute (Gabriel,  Federal Highway Funding, CATO Institute, June 2010, http://www.downsizinggovernment.org/transportation/highway-funding)//EM
The federal government plays a large role in transportation policy through subsidy programs for state governments and a growing array of regulatory mandates. Modern federal highway aid to the states began in 1916. Then the interstate highway system was launched in 1956 and federal involvement in transportation has been growing ever since. Today, the interstate highway system is long complete and federal financing has become an increasingly inefficient way to modernize America's highways. Federal spending is often misallocated to low-value activities, and the regulations that go hand-in-hand with federal aid stifle innovation and boost highway costs.
The government sucks at planning transportation projects. 

O’Toole, 8--senior fellow with the Cato Institute (Randal, “Roadmap to Gridlock The Failure of Long-Range Metropolitan Transportation Planning”, 5/27 http://www.cato.org/pubs/pas/pa-617.pdf)//EM

No plan did sensitivity analyses of critical assumptions. None bothered to project potential benefits or cost-effectiveness of projects considered. All but a handful of plans failed to include any realistic alternatives, and many failed to project the effects of the proposed plan on transportation. As a result, plans lacked transparency: taxpayers and other readers of most plans would have no idea how projects were selected, whether those projects or the plans themselves were cost effective at meeting plan goals, or even, in many cases, whether the plans met any goals.
Public management raises costs -- bureaucracy, high wages, and large amounts of maintenance.

Winston, 2k-- fellow at the AEI-Brookings Joint Center for Regulatory Studies and a

senior fellow at the Brookings Institution (Clifford, “Government Failure in Urban Transportation.”, AEI-Brookings Joint Center for Regulatory Studies, November, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=259788)//EM
Travel on urban thoroughfares is also not produced at minimum cost. Gabriel Roth (1996) argues that highways make inefficient use of their capacity and actually run a substantial deficit when depreciation of highway capital is taken into account. Small, Winston, and Evans (1989) found that highway pavement is generally too thin, which raises maintenance costs. Public management of construction projects also raises costs because bureaucratic rules prevent the government from using the latest technologies, causing some investments to need upgrading shortly after completion. Project managers also specify detailed regulations that force contractors to adhere to the letter of the contract instead of seeking higher-quality, efficient alternatives. Finally, highway labor costs have been elevated by the Davis-Bacon Act, which requires that prevailing union wages must be paid on all federal construction contracts.
The federal government can’t plan effectively -- that hurts efficiency, increase congestion, decreases mobility and safety.

O’Toole, 8--senior fellow with the Cato Institute (Randal, “Roadmap to Gridlock The Failure of Long-Range Metropolitan Transportation Planning”, 5/27 http://www.cato.org/pubs/pas/pa-617.pdf)//EM

Federal law requires metropolitan planning organizations in urban areas of more than 50,000 people to write long-range (20- to 30year) metropolitan transportation plans and to revise or update those plans every 4 to 5 years. A review of plans for more than 75 of the nation’s largest metropolitan areas reveals that virtually all of them fail to follow standard planning methods. As a result, taxpayers and travelers have little assurance that the plans make effective use of available resources to reduce congestion, maximize mobility, and provide safe transportation facilities.
Government regulation are vague and often conflicting.

O’Toole, 8--senior fellow with the Cato Institute (Randal, “Roadmap to Gridlock The Failure of Long-Range Metropolitan Transportation Planning”, 5/27 http://www.cato.org/pubs/pas/pa-617.pdf)//EM

Part of the problem is that Congress has required planners to include or consider a number of vague goals, including supporting economic vitality, enabling global competitiveness, promoting energy conservation, and accessibility. 47 Having set the precedent by requiring unquantifiable, vague, and/or conflicting goals, Congress has effectively encouraged planners to add more such goals of their own. Most plans offer little hint as to how planners account for the tradeoffs between these goals. But the plan for Nashville includes a system of scoring projects that provides a revealing glimpse into planners’ priorities.
Federal funding sends the signal that efficiency and cost aren’t important -- it also encourages high-cost, useless projects.

O’Toole, 6-- director of the Thoreau Institute and an adjunct scholar at the Cato Institute (Randal, “A Desire Named Streetcar How Federal Subsidies Encourage Wasteful Local Transit Systems”, Cato Policy Analysis, 1/5, http://www.cato.org/pubs/pas/pa559.pdf)//EM

Yet the demand for pork from politicians and interest groups isn’t enough to explain the present-day stampede to fund inefficient 19thcentury rail travel. Economist Charles Lave blames federal funding for the transit industry’s increasing cost per transit rider. Federal funding “sent the wrong signals to management and labor,” says Lave. “Management interpreted the message to mean: efficiency was no longer primary; rather, it was more important to expand passenger-demand and to provide social services. So routes were extended into inherently unprofitable areas and fares were lowered to the point where no one would find them burdensome. Labor interpreted the message to mean: Management now has a Sugar Daddy who can pay for improvements in wages and working conditions.”49 Indeed, prior to the Urban Mass Transportation Act of 1964, the San Francisco Bay Area was the only region of the country seriously considering construction of new rail lines. Lave is correct in a general sense. But the problem is caused by more than the simple act of federal funding. Congress has also deliberately or accidentally built numerous incentives into the law that encourage transit agencies to focus on high-cost, low-benefit alternatives. The U.S. Department of Transportation has added to those incentives with its rules tied to the administration of transportation funds. Although the ideal solution would be to devolve all transportation funding to state and local governments, eliminating the perverse incentives can solve at least some of the problems in the short term.
Federal Workers Fail 

Public workers increase taxation which kills markets and creates a cycle of destruction for the economy. 

Epstein 10 (Richard A.the Peter and Kirsten Bedford Senior Fellow at the Hoover Institution, is the Laurence A. Tisch Professor of Law, New York University Law School, and a senior lecturer at the University of Chicago. His areas of expertise include constitutional law, intellectual property, and property rights., “Deregulate now” Hoover Institute, 2010 No.2 4/21/12 http://www.hoover.org/publications/hoover-digest/article/5298//Mkoo)

Tragically, the economic lesson often goes unheeded. Too many professors and students link arms with union organizers in the naive hope of extracting blood from a stone. A bankrupt state cannot increase allocations to the university. Meanwhile, affluent citizens pack their bags to move to low-tax jurisdictions; those who stay do more tax-free work at home or participate more heavily in the underground economy. It won’t work to reaffirm the deadly triumvirate that drives this misery: tax the rich, greater local control over real estate development, and special privileges for organized labor. What’s needed is to break from the past with some unimaginative but necessary resolutions in the areas of taxation, real estate, and labor. On taxation, don’t play the mug’s game of imposing ever higher marginal tax rates on ever lower amounts of income. Play it smart for the long haul: low income-tax rates (and no estate taxes) will attract into states and communities energetic individuals who would otherwise choose to live and work elsewhere. Treasure their efforts to enlarge the overall pie. Don’t resent their great wealth; remember the benefits their successes generate for their employees, customers, and suppliers. Repudiate the politics of envy for the social destruction it creates. Don’t fret about the states and communities left behind; let them adopt the same sound policies to keep people at home. Enterprise is infectious. The outcome won’t be a zero-sum game. Open markets are the rising tide that raises all ships; high taxation is the tsunami that sinks them. On real estate, change the culture so that getting permits for yourself and blocking them for everyone else is no longer the pre-eminent developer’s skill. The government can still prevent buildings from falling down and fund infrastructure through general taxation. But take a stand against letting entrenched landowners and businesses raise NIMBY (not in my backyard) politics to a fine art. Today our dysfunctional land-use processes too often build thousands of dollars and years of delay into the price of every square foot of new construction. The requirements on aesthetics and disability access should be junked, along with the crazy-quilt system of real estate exactions that asks new developments to fund improvements whose benefit largely accrues to incumbent landowners. And for heaven’s sake, learn the lesson of Kelo v. City of New London and stop using the state’s power of condemnation for the benefit of private developers.

Private workforce is more efficient – incentives and disincentives make them better

Kennedy 01 (Joseph V., “A Better Way to Regulate,” Hoover Institute, Policy Review N.109, http://www.hoover.org/publications/policy-review/article/7073//Mkoo)
Not all regulations are directed at the private sector. Many are meant to prevent abuses of agency discretion. Having created a large bureaucracy, elected officials must try to control it. Private firms know from experience that good management requires a delicate balance between supervisory control and employee initiative. Most of the knowledge that an organization possesses remains with its front-line workers. Especially in a changing environment, competitive firms are forced to give employees freedom to take advantage of this knowledge on their own initiative. On the other hand, employees quickly build up bureaucratic interests that can conflict with those of the broader organization. Thus, every business has management controls that either limit the freedom of workers or provide them with incentives that link their well-being to that of the company. In recent decades, companies have pushed profit and loss responsibility down to lower management levels while creating internal auditing departments that ensure corporate directives are followed. A key component of these controls is the careful design of performance measurements linked to pay incentives such as stock options and profit-sharing plans to reward employees according to their contribution to the overall success of the firm. The problems faced by government are more extreme. First, even without pay incentives, employees in private firms face two important checks on how they act. Their positions are subject to ongoing competition by other individuals within and outside the firm and can be terminated with relatively few formalities. In addition, if the firm ceases to be competitive, its operations will shrink and workers are likely to lose their jobs. Government employees face neither of these pressures to the same degree. Although promotions are competitive and agencies are increasingly subject to tighter budget constraints, government workers still enjoy a high degree of job security: It is extremely difficult to demote or fire poor performers. This need not be. Encouraging competition among different agencies, especially those charged with offering services to the general public, would increase the tie between job performance and job security. More important, it would increase the pressure to improve performance over time. The growing movement toward housing vouchers and charter schools reflects this trend. Just as important, statutes governing federal employment should be rewritten to allow agencies to weed out nonperformers and reward overachievers. Employment practices that treat everyone the same only encourage mediocrity. In many areas, deeper government reform will have to occur. Federal purchasing rules are exceedingly complex largely because the government is unwilling or unable to hold individual purchasers accountable for their decisions. Instead, it limits their discretion with regulations that add to the cost of the final items in an effort to reduce the scope for fraud. The fact that the federal government, an entity that holds monopsony purchasing power in many markets, is afraid that smaller suppliers will take advantage of it surely indicates the existence of a structural problem. If the government structured itself more like the purchasing departments of major manufacturing firms, which have often reduced costs by over 25 percent without any reduction in quality, the need for complex regulations would diminish and purchasing costs would fall.

Public sector workers are paid exponentially more than the average private sector employee for less aptitude.

Love and Cox, 91--Illinois-based consultants who specialize in transportation, privatization, and the economics of the public sector. (Jean and Wendell, “False Dreams and Broken Promises: The Wasteful Federal Investment in Urban Mass Transit”, 10/17, http://www.cato.org/pubs/pas/pa-162.html)//EM
Unquestionably, the major explanation of the inability of the public transit industry to contain costs has been the inflated salaries and benefits of public transit workers. Public transit employees are paid as much as twice the amount received by the average nonsupervisory worker in the United States and 65 percent more than the average U.S. worker. Although the education requirement for transit drivers is less than a high school diploma, they receive nearly 11 percent more in total compensation than do private-sector employees with four or more years of college education. The average compensation for all transit employees exceeds the average salary for U.S. employees with college degrees by more than 30 percent.(34) Public transit fringe benefits average 50 percent of employee pay--nearly double the fringe benefits of the average private-sector worker.(35) Hence, when fringe benefits are added to the equation, the average transit employee receives 70 percent more in compensation than the average U.S. employee (Figure 6).(36)

Exts – Close DOT Solvency

The DOT makes poor regulation and mismanagement inevitable -- ending the department allows the private sector to take over and solves best. 
Edwards and DeHaven, 10—*director of transportation policy and Searle Freedom Trust Transportation Fellow at Reason Foundation, engineer from MIT AND **budget analyst on federal budget issues for the Cato Institute (Chris and Tad, “Privatize Transportation Spending”, Cato Institute, 6/17, http://www.cato.org/publications/commentary/privatize-transportation-spending)//EM

If the president ever gets serious about eliminating programs, the $91 billion Department of Transportation would be a good place to start. The DOT should be radically chopped. America's mobile citizens would be better off for it. Rising federal control over transportation has resulted in the political misallocation of funds, bureaucratic mismanagement and costly one-size-fits-all regulations of the states. The solution is to devolve most of DOT's activities back to state governments and the private sector. We should follow the lead of other nations that have turned to the private sector to fund their highways, airports, air traffic control and other infrastructure.

Ending federal control over highways incentivizes the private sector to step in. 
Roth 10—civil engineer, transportation economist, research fellow at the Independent Institute (Gabriel,  Federal Highway Funding, CATO Institute, June 2010, http://www.downsizinggovernment.org/transportation/highway-funding)//EM
We need to recognize "road space" as a scarce resource and allow road owners to increase supply and charge market prices for it. We should allow the revenues to stimulate investment in new capacity and in technologies to reduce congestion. If the market is allowed to work, profits will attract investors willing to spend their own money to expand the road system in response to the wishes of consumers. To make progress toward a market-based highway system, we should first end the federal role in highway financing. In his 1982 State of the Union address, President Reagan proposed that all federal highway and transit programs, except the interstate highway system, be "turned back" to the states and the related federal gasoline taxes ended. Similar efforts to phase out federal financing of state roads were introduced in 1996 by Sen. Connie Mack (R-FL) and Rep. John Kasich (R-OH). Sen. James Inhofe (R-OK) introduced a similar bill in 2002, and Rep. Scott Garrett (R-NJ) and Rep. Jeff Flake (R-AZ) have each proposed bills to allow states to fully or partly opt out of federal highway financing.47 Such reforms would give states the freedom to innovate with toll roads, electronic road-pricing technologies, and private highway investment. Unfortunately, these reforms have so far received little action in Congress. But there is a growing acceptance of innovative financing and management of highways in many states.

Government regulation drives up costs and leads to inefficiencies. 
Roth 10--civil engineer, transportation economist, research fellow at the Independent Institute (Gabriel,  Federal Highway Funding, CATO Institute, June 2010, http://www.downsizinggovernment.org/transportation/highway-funding)//EM
The flow of federal funding to the states for highways comes part-in-parcel with top-down regulations. The growing mass of federal regulations makes highway building more expensive in numerous ways. First, federal specifications for road construction standards can be more demanding than state standards. But one-size-fits-all federal rules may ignore unique features of the states and not allow state officials to make efficient trade-offs on highway design. A second problem is that federal grants usually come with an array of extraneous federal regulations that increase costs. Highway grants, for example, come with Davis-Bacon rules and Buy America provisions, which raise highway costs substantially. Davis-Bacon rules require that workers on federally funded projects be paid "prevailing wages" in an area, which typically means higher union wages. Davis-Bacon rules increase the costs of federally funded projects by an average of about 10 percent, which wastes billions of dollars per year.27 Ralph Stanley, the entrepreneur who created the private Dulles Greenway toll highway in Virginia, estimated that federal regulations increase highway construction costs by about 20 percent.28 Robert Farris, who was commissioner of the Tennessee Department of Transportation and also head of the Federal Highway Administration, suggested that federal regulations increase costs by 30 percent.29 Finally, federal intervention adds substantial administrative costs to highway building. Planning for federally financed highways requires the detailed involvement of both federal and state governments. By dividing responsibility for projects, this split system encourages waste at both levels of government. Total federal, state, and local expenditures on highway "administration and research" when the highway trust fund was established in 1956 were 6.8 percent of construction costs. By 2002, these costs had risen to 17 percent of expenditures.30 The rise in federal intervention appears to have pushed up these expenditures substantially.

DOT creates inconsistencies and takes funding away from where it is most needed.

O’Toole, 6-- director of the Thoreau Institute and an adjunct scholar at the Cato Institute (Randal, “A Desire Named Streetcar How Federal Subsidies Encourage Wasteful Local Transit Systems”, Cato Policy Analysis, 1/5, http://www.cato.org/pubs/pas/pa559.pdf)//EM

When the first secretary took office in January 1967, however, he could have aided such coordination by structuring the department according to transportation functions such as urban transport, interstate freight transport, and interstate passenger transport. Instead, he organized it according to transportation systems, such as mass transit, highways, air, rail, and waterway transport.50 Ever since then, transit projects have been evaluated according to one set of criteria, and urban highway projects have been evaluated using another totally incompatible set of criteria. The agencies themselves often effectively become lobbyists for the state and local agencies they fund, so they have no interest in a process that might increase a sister agency’s budget at their expense. As a result, it is nearly impossible to calculate whether President Kennedy’s goal of having a “properly balanced use of private vehicles and modern mass transportation” is ever reached in a given urban area.
DOT fails -- nine reasons. 
O’Toole, 6-- director of the Thoreau Institute and an adjunct scholar at the Cato Institute (Randal, “A Desire Named Streetcar How Federal Subsidies Encourage Wasteful Local Transit Systems”, Cato Policy Analysis, 1/5, http://www.cato.org/pubs/pas/pa559.pdf)//EM

Congress and the U.S. Department of Transportation have deliberately or inadvertently created numerous incentives for transit agencies and local governments to use transit funds for wasteful and misguided projects. Those adverse incentives are created by the following characteristics of the current federal transportation financing system: • an agency structure within the Department of Transportation that discourages the most efficient use of funds, • approval procedures that allow labor unions to prevent innovative transit solutions, • a requirement that most or all federal funds be used for capital projects, • a legal provision allowing cities to cancel plans to build more highways and apply those funds to transit, • a lack of any formula for allocating newstart transit funds among states and regions, • a “flexible fund” mechanism that allows funds to be used for either transit or highways and that allows transit project supporters to game the system, • a transit planning process that allows agencies to systematically low-ball cost estimates and overstate potential ridership, • a mandate for a comprehensive planning process that is biased in favor of high-cost transit projects, • federal grants to nonprofit anti-highway organizations, and • legislation tying the distribution of transportation funds to air quality planning.
DOT Bad – Coercion

The DOT is unconstitutional and coercive. 

Bohan, 12—author of “Is America Dying?”(Patrick, “Coercion (Part II)”, The Evolution of Mediocrity, 4/6, http://pbohan.blogspot.com/2012/04/coercion-part-ii.html)//EM
It seems everything the federal government does is coercive against the states, companies, or individuals. Justice Scalia suggested that the States “got an offer they could not refuse” and they signed away their sovereignty when they signed onto to Medicaid in 1965. Scalia may be right, but even in 1965 the states had no choice but to sign up for the Medicaid program. Let’s think about it. Two amendments drastically reduced the rights or sovereignty of states well before 1965 – the 14th (adopted in 1868) and 16th amendments (adopted in 1913). The 14th amendment gave the federal government power to rule on states’ due process laws. The 16th amendment gave Congress the right to impose an income tax. Once Congress had the right to levy an income tax, they had complete power over the states. In 1965, the federal government did give the states an offer they could not refuse – take our help on Medicaid or get nothing. After all, it would have been economic and political suicide not to accept the money and instead double tax the citizens of states to help pay for health coverage for the disabled or needy. The 16th amendment has enabled the federal government to coerce states for nearly a century. The government created departments not enumerated in the federal powers of the Constitution including: HHS, Department of Education (DOE), Department of Energy (Doe), Department of Agriculture (USDA), and Department of Transportation (DOT) – to name a few. The federal government collects tax money from the individuals of each state, and if the states want to recoup this money they have to adhere to federal government power grabs for universal control over healthcare, education, energy, agriculture, or transportation. For instance, the Department of Education created a new program called “The Race to the Top”. There was 4.3 billion dollars of state funding hidden in the American Recovery and Reinvestment Act of 2009 (the 862 billion dollar stimulus) for the Race to the Top. Even though The Race to the Top was not a law, the federal government coerced states to abide by their guidelines to get funding for this program. Some claim that this is not coercion because the states could just refuse the money – it is voluntary. But this is not going to happen, especially during a recession where states were already cash strapped and did not want to double tax its citizens. Besides, the government could have just as easily divided the money up evenly (population adjusted) amongst the states without any strings attached – they did not do this. Let’s face facts; the introduction of the 16th amendment made the 10th amendment moot. States are now at the mercy of the federal government. And what’s worse, the 16th amendment made this country more bureaucratic, less efficient, and more susceptible to fraud and waste. For example, the tax payers of Ohio send their tax dollars to the federal treasury which in turn, funnels the money to federal departments which in turn, funnels the money back to the states treasury which in turn, funnels the money into state departments. Things would operate much more smoothly if the states taxed their people and spent the money as they saw fit, and cut out the middle man – the federal government. This simply makes sense and is more logical because states and localities better understand their issues and problems than the federal government. To assume that education or Medicaid has the same variables in Los Angeles California as it does in Alamosa Colorado is just wrong. Some may argue that by having the federal government controlling laws and regulations for HHS, DOE, Doe, USDA, and DOT makes legislation more consistent and equally enforced amongst states. This is not even remotely true and is exactly why legislation is thousands of pages long, because bills are laced with pork, earmarks, and waivers influenced by lobbying which does the contrary, it makes laws inconsistently enforced not only amongst states, but among corporations and individuals. Just this past week Congressional Democrats were talking about cutting tax incentives for only oil companies, but not tax incentives and funding for green companies – is this a fair law equally enforced amongst corporations? 
Exts – Repeal Gas Tax Solvency 
Repealing the gas tax removes a critical element of government control over surface transportation. 
O'Toole, 12-- senior fellow with the Cato Institute (Randal, “Transportation Agreement Seems Remote”, Cato Institute, 2/3, http://www.cato-at-liberty.org/transportation-agreement-seems-remote/)//EM

The real question is why the federal government should be involved at all in highways, urban transit, bike paths, and other surface transportation projects. State and local governments, not to mention private transportation companies, are more likely to make wise transportation investments and less likely to be swayed by pork barrel. Congress should simply eliminate the federal gas tax or, as some have proposed, allow states to opt out of federal programs by raising their gas taxes by the amount of the federal 18.3-cent-per-gallon tax.

Gas Tax Bad – Econ 

Gas tax distorts the economy. 

Taylor and Van Doren 07 – a writer among the most widely cited and influential critics of federal energy and environmental policy in the nation and an editor of the quarterly journal Regulation and an expert in the regulation of housing, land, energy, the environment, transportation, and labor (Jerry and Peter, “Don’t Increase Federal Gasoline Taxes—Abolish Them,” Cato Institute, 8/7/07, http://www.cato.org/pubs/pas/pa-598.pdf, MMarcus)
However, academic researchers—even those who support increasing the gasoline tax—have several reservations about the double-dividend claim. First, while it’s true that a gasoline tax will not change behavior very much in gasoline markets, they impose significant distortions in other markets. For instance, a gasoline tax will reduce after-tax wages in precisely the same way as a direct tax on wages. Hence, a gasoline tax will introduce distortions in the labor market. It will also create distortions in other commodity markets by reducing demand for some goods while increasing the demand for others. Those distortions are at least as large as the distortions introduced by other forms of labor taxation, and they tend to “exacerbate, rather than alleviate, preexisting tax distortions—even if revenues are employed to cut preexisting distortionary taxes.” But for reasons that are partially illustrated above, a gasoline tax (and a tax on virtually any other commodity, for that matter) is implicitly a tax on labor, and taxing labor creates less welfare loss than taxing capital. So even if a gasoline tax hike leads to welfare losses in labor and other commodity markets, if the revenues associated with the tax were used to cut taxes on capital, it is possible that the welfare gains associated with the capital tax reductions would exceed the welfare losses associated with increasing the gasoline tax. Despite this theoretical escape hatch, the gasoline market offers too narrow a tax base to substitute in any substantial way for taxes on capital. To be revenue neutral, the gasoline tax would have to be too high. And once the tax becomes high enough, behavior will change (motorists will switch from gasoline to some other fuel—like ethanol), and behavior change implies welfare losses. Accordingly, the efficiency gains that might result from a tax swap will not offset the efficiency losses caused by the gasoline tax increase. There are two other practical complications. First, replacing income with gasoline taxes decreases the efficiency of revenue collection because it is cheaper to collect a given amount of revenue from a broad tax base relative to a narrower tax base. Second, the “double dividend” can only occur if the revenues from the gasoline tax are used to offset cuts in capital taxes. If the revenues are rebated to lower-income Americans to offset the regressivity of the tax swap—which would almost certainly happen to some extent in the current political climate—that would reduce the revenues available to “buy” cuts in capital taxes and, thus, further reduce or eliminate the efficiency gains that result from the tax swap. So while replacing capital taxes with labor (consumption) taxes is welfare-improving, the gains associated with that switch cannot be secured absent generalized tax reform across all sectors of the economy. As economist Stephen Smith observed after surveying the literature: Ecotaxes are likely to involve distortionary costs at least as high as those involved in raising equivalent revenues through existing taxes. If the question is posed whether we would choose to use energy taxes, in preference for existing taxes on labour and other bases, in the absence of any environmental benefits, then the answer is almost certainly that we would not. Energy taxes would be likely to involve just as much distortion of the labour market as income taxes, and at the same time distort the commodity market. Only if there are expected to be environmental gains can the use of environmental taxes be justified, and the case for ecotax reform must be made primarily on the basis of the environmental gains that would result. First- vs. Second- vs. Third-Best Policy Are gasoline taxes worth embracing as a “second-best” policy, given the widespread belief that “first-best” remedies, such as direct taxation of the externalities in question, are off the table? We don’t think so. First, as a factual matter, it’s unclear whether alleged first-best remedies such as tailpipe emission taxes and road use charges are truly more difficult to pass in a legislature than fuel tax increases. Energy taxes, after all, are among the most politically unpopular taxes in America, as President Bill Clinton discovered when he attempted to impose a Btu tax during the first year of his presidency. Pollution taxes, on the other hand, are somewhat more “virtuous” in the public’s mind, and highway tolls are increasingly common. If one posits that gasoline taxes are unpopular because they are visible, unavoidable, and imposed on a commodity for which demand is relatively unaffected by price, then pollution taxes and road-use charges would likely prove no more unpopular than gasoline taxes. Second, economists who argue for increased gasoline taxes rarely concede (to non-economists, anyway) that those taxes are deeply problematic and only worth embracing because better policies are presumably off the table. Instead, the case for higher gasoline taxes is usually offered to the public with a great deal of intellectual bravado that almost always overstates the ability of gasoline taxes to solve identified problems. We believe that economists should argue for first-best policies and let the political chips fall where they may. After all, if academics (who don’t have to worry about winning popularity contests at the ballot box) don’t make the case for politically unpopular first-best economic policies, who will? Abandoning the case for ideal policy in the public realm because it may prove unpopular implicitly assumes that good arguments do not persuade. It also requires economists to make judgments about what is politically feasible and what is not, and economists have no particular expertise in that matter. Third, it’s unclear whether gasoline taxes even qualify as a “second-best” means of addressing air pollution or road congestion. That’s because the difference between the upper- and lower-bound externality cost estimates are larger than the marginal gains promised by intervention. Hence, raising the gasoline tax too high could well make prices even less, not more, reflective of total costs. The only way to hedge against that risk is to support gasoline tax increases that fall within the lower bound of the aggregated externality estimates, but that would produce correspondingly little efficiency gain even in theory. As economist Stephen Smith points out: It is perhaps an over-generalization to suggest that environmental taxes should be large, or not imposed at all. However, the costs of complexity and the risk that minor environmental taxes will simply be ignored should both caution against too much environmental fine-tuning of the fiscal system. That’s particularly the case given that small, incremental tax increases do not guarantee only small, incremental welfare losses when the preexisting tax system is inefficient. Relatively small carbon taxes, for example, yield disproportionately large gross costs in theoretical simulations replicating the existing tax system. Fourth, and most important, even if a gasoline tax increase were able to perfectly price gasoline’s externalities, that would not necessarily lead to greater efficiency. In fact, the economy might become less efficient if gasoline prices are corrected in isolation of other prices. Transportation economists, including Mark Delucchi, a research scientist at the Institute of Transportation Studies at the University of California, and Clifford Winston at the Brookings Institution, have demonstrated that if all inefficiencies in transportation markets were corrected, there would be more, not less, automobile use than at present because mass transit “prices” (user charges) are even more distorted than the price of automobile travel. Hence, a perfect correction of gasoline externalities would likely make the economy less, not more, efficient to the extent that even more inefficient transit use increased. 

Gas Tax Bad – Oil Dependence

Getting rid of the federal gas tax is key to eliminate dependence of foreign oil. 
Taylor and Van Doren 07 – a writer among the most widely cited and influential critics of federal energy and environmental policy in the nation and an editor of the quarterly journal Regulation and an expert in the regulation of housing, land, energy, the environment, transportation, and labor (Jerry and Peter, “Don’t Increase Federal Gasoline Taxes—Abolish Them,” Cato Institute, 8/7/07, http://www.cato.org/pubs/pas/pa-598.pdf, MMarcus)
The arguments advanced against increasing gasoline taxes are applicable to the broader discussion about America’s reliance on oil generally. The case for policies designed to discourage oil consumption is nearly as threadbare as the case for increasing the gasoline tax—and for largely the same reasons. Introduction Economists almost uniformly believe that markets should be left alone by government unless market failures exist. They go on to caution that government intervention will improve efficiency if—and only if—the prospective intervention remedies one or more of those market failures. And even if market failures exist, actual government policies may not improve market operations, because politicians rather than economists design the policies. The economic case for a gasoline tax is relatively straightforward. Gasoline consumption imposes costs on third parties. If gasoline consumers had to compensate third parties for those costs, the total cost of gasoline would rise, demand would fall, injured parties would be made whole, and gasoline consumption would be optimal. But because those who suffer damages find that the transaction costs associated with securing compensation are high, gasoline consumers do not pay for the burden they impose on others. Many economists believe that gasoline taxes are too low relative to the external costs fuel consumption imposes on others and that the economy would be more efficient with a substantial increase in the federal fuels tax. That argument is embraced by conservatives as well as liberals. For example, Harvard professor Greg Mankiw, a prominent free-market economist and former chairman of President George W. Bush’s Council of Economic Advisers, has recently formed “The Pigou Club,” which is made up of prominent economists and public intellectuals who support an increase in the federal gasoline tax. We examine those arguments and find them unpersuasive. Some arguments for fuel taxes—such as the need for society to facilitate the inevitable transition away from an oilbased economy, encourage energy conservation, or reduce foreign oil imports—fail to convince because they are unlikely to improve upon resource allocations that would occur absent government intervention. Other arguments for fuel taxes are unpersuasive because they are second-, third-, or fourth-best remedies to problems—such as automobile tailpipe emissions and roadway congestion— that are best remedied by direct charges on offending externalities. In fact, we find no compelling reason for a federal gasoline tax at all and call for its repeal. Nor do we find any compelling case for state gasoline taxes. The only circumstance in which gasoline taxes might make sense are those in which the transaction costs associated with road use charges are so high that gasoline taxes are the only reasonable way to pay for road construction and maintenance. This implies that fuel taxes are at best matters of local governmental concern and that they should only be a fraction of current charges on motorists. This paper is primarily concerned with gasoline taxes, but the arguments we make against the gasoline tax are applicable to the broader policy discussion about oil’s place in American society. Although liberals and conservatives, Democrats and Republicans, appear to agree that government should “do something” to move the country away from oil consumption, the case for governmental intervention is little different from—and no better than—the case for raising gasoline taxes. Energy Depletion and Future Generations Because fossil fuels are exhaustible, some gasoline tax advocates argue that we need to ration production in order to save resources for future generations. Future generations have no say in energy markets, but their preferences regarding resource availability in the future should be considered. Markets will not provide that consideration, so government must do so. Another version of this argument does not emphasize the rights of future generations. Instead, it paints a picture of inevitable future shortages as production declines occur. Fuel shortages will be accompanied by price hikes, recessions, and political struggle. Those unpleasant effects can be avoided only if government starts planning now. As a recent report for the U.S. Department of Energy put it, “Intervention by governments will be required, because the economic and social implications of oil peaking would be otherwise chaotic.” Oil depletion concerns, however, rest on shaky ground. First, they are primarily about the future availability of conventional crude oil. Unconventional crude oil deposits—such as those found in heavy bitumen, tar sands, and shale rock—are extremely plentiful and only lightly tapped at the moment because of high extraction costs. Moreover, the technology exists to convert coal and natural gas to synthetic petroleum liquids, which means that other, more plentiful, fossil fuels could be harnessed to produce vast amounts of petroleum if the economics are favorable. Second, concerns that conventional crude oil is becoming scarce in any meaningful sense have not withstood close scrutiny. If petroleum depletion were to become a genuine problem, would intergenerational equity demand conservation? We think not. The strongest normative argument against conservation is that it transfers resources from the relatively poor to the relatively rich. That’s because today’s generation is almost certainly much poorer than future generations will be. For instance, if per capita income grows at 2 percent a year, people 100 years from now will be approximately 7 times wealthier than we are today. Those concerned about intergenerational equity should worry more about standards of living today than about standards of living tomorrow. The strongest positive argument against government intervention is that markets are more capable than government of reacting quickly and efficiently to declines in petroleum production. True declines, rather than temporary shocks, will permanently increase oil prices, which will induce investments in alternative energy sources and conservation. But what about temporary (albeit multiyear) price shocks? If low prices most of the time and high prices some of the time are a problem, is there a market solution? Indeed there is. Long-term oil futures contracts are available to those who are worried about future price increases. The fact that marketers have not tried to offer long-term stable prices to consumers by arbitraging between the futures and retail markets suggests that most consumers believe that they benefit by accepting low spot prices most of the time in return for unpleasantly high spot prices some of the time. Said differently, we are “dependent” on oil exported from unstable countries rather than domestic oil or alternative sources of energy, and we don’t attempt to contract our way out of that instability, because it is cheaper in present value terms to remain “dependent.” The “solution” to oil price instability is to accept higher prices most of the time in return for lower prices some of the time. There is nothing wrong with such a trade-off as long as it is achieved through contract. Thirty-year fixed rate mortgages, for example, allow consumers to shift to others the risk of varying daily spot rates for borrowing (whose mean is lower but accompanied by higher variance) in return for higher mean and no variance (fixed) prices. We don’t, however, see those sorts of contracts in energy markets. Instead, what we see are proposals for European-style taxes on gasoline consumption, mandated or subsidized alternative energy production, and regulations that require energy producers to retain excess production capacity.

Gas Tax Bad – Terrorism

the gas tax emboldens irrational actors and makes terrorism more likely

Taylor and Van Doren 07 – a writer among the most widely cited and influential critics of federal energy and environmental policy in the nation and an editor of the quarterly journal Regulation and an expert in the regulation of housing, land, energy, the environment, transportation, and labor (Jerry and Peter, “Don’t Increase Federal Gasoline Taxes—Abolish Them,” Cato Institute, 8/7/07, http://www.cato.org/pubs/pas/pa-598.pdf, MMarcus)
National Security Externalities The most common rationale heard today for higher gasoline taxes is the complaint that oil consumption harms national security. There are four distinct arguments. First, oil imports require the United States military to secure foreign production facilities and shipping lanes. Second, good relations with oil producers are necessary to ensure that oil flows into U.S. ports, but good relations with producers can impose unacceptably large short and long-term costs on the Treasury and contribute to anti-American sentiment, which itself imposes costs. Third, oil profits fund Islamic extremists. Fourth, oil revenues are often captured by international bad actors, and the harm done by those regimes both within and without their borders is to some extent “paid for” by U.S. motorists. None of those costs, however, are paid by those who consume gasoline. Hence, higher gasoline taxes would internalize the externalities. In this section we examine each argument. Taxing for the “Oil Mission” Motorists do not pay for the costs associated with the safe and reliable delivery of foreign oil. Protecting oil tankers from harm, after all, is an explicit mission of the United States military. Protecting friendly oil-producing states from attack is also thought by many to be an implicit U.S. military mission. Quantifying the national security costs associated with ensuring the safe and reliable delivery of foreign oil is difficult. The Congressional Research Service estimated in 1997 that those costs may be anywhere between $0.5 billion and $65 billion, or 1.5 cents to 30 cents per gallon for motor fuel from the Persian Gulf. Deeper analysis by Mark Delucchi of the Institute of Transportation Studies at the University of California, Davis, and James Murphy at the University of Massachusetts suggests that, if the United States did not import Persian Gulf crude oil, military costs would be $11 billion— $42 billion less than they are today. If we did not use oil at all in the motor transport sector, expenditures would be $3 billion—$31 billion a year less than they are today. Agreement about the extent of the military’s “oil mission” is difficult to achieve because military and foreign policy expenditures are generally tasked with multiple missions and objectives, and oil security is simply one mission among many. Analysts disagree about how to divide those missions into budgetary terms. Agreement about total expenditures is difficult because it’s very difficult to know what Congress would appropriate in various counterfactual scenarios. Debate about the size of the U.S. military’s oil mission and related foreign policy expenses is not particularly relevant to gasoline taxes. From an economic perspective, the key question is whether an elimination of U.S. military and foreign aid expenditures dedicated to “the oil mission” would result in an increase in the price of oil, and, if so, how much? That is the true measure of the national security externality if it exists. Measuring the externality by the amount of money government spends on the oil mission is at best a measure of how much politicians believe the externality might be. Political assessments may or may not be accurate. To be sure, if the termination of the American “oil mission” implied the termination of all military, police, and court services in the region, petroleum extraction investments would become more risky, oil production would decrease, and prices would increase. But remember that oil companies in the region are creatures of government. So the question is really whether Middle East governments would produce less oil because the United States ended its oil-related military mission and foreign aid. Or would oil producing states provide—or pay others to provide—military services to replace those previously provided by the United States? We believe that a cessation of U.S. security assistance would be replaced by security expenditures from other parties. First, oil producers will provide for their own security needs as long as the cost of doing so results in greater profits than equivalent investments could yield. Because Middle Eastern governments typically have nothing of value to trade except oil, they must secure and sell oil to remain viable. Second, given that their economies are so heavily dependent on oil revenues, Middle Eastern governments have even more incentive than we do to worry about the security of production facilities, ports, and sea lanes. Third, even if producing countries were to provide inadequate security in the eyes of consuming countries, consuming countries could pay producers to augment it. In short, whatever security our presence provides (and many analysts think that our presence actually reduces security) could be provided by other parties were the United States to withdraw. The fact that the Saudi Arabia and Kuwait paid for 55 percent of the cost of Operation Desert Storm suggests that keeping the Straits of Hormuz free of trouble is certainly within their means. The same argument applies to al Qaeda threats to oil production facilities. If oil regimes paid for their own military protection and the protection of their own shipping lanes, would U.S. Middle-East military expenditures really go down? The answer might well be “no” for two very different reasons. First, the U.S.–Middle East military presence stems from our implicit commitment to defend Israel as well as the region from Islamic fundamentalism, and those missions would not likely end simply because Arab oil regimes paid for their own economic security needs. Second, bureaucratic and congressional inertia might leave military expenditures constant regardless of Israeli or petroleum defense needs. Thus, U.S. Persian Gulf expenditures should not be viewed as a subsidy that lowers oil prices below what they otherwise would be. Instead, the expenditures are a taxpayer financed gift to oil regimes and the Israeli government that has little, if any, effect on oil prices. One may support or oppose such a gift but not on “market failure” grounds. Foreign Policy Externalities Many foreign policy analysts think that U.S. oil imports are dependent on friendly relationships with oil-producing states. The fear is that unfriendly regimes might not sell us oil. Maintaining good relations with oil producers, however, interferes with other foreign policy objectives and increases anti-American sentiment in producer states with unpopular regimes. While the costs associated with this distortion of foreign policy are difficult if not impossible to quantify, that doesn’t make them any less real. Because a higher gasoline tax would reduce consumption, many believe that high fuel taxes would give us more freedom to shun odious oil-producing regimes. The problem with this argument, however, is that its fundamental premise is incorrect. Friendly relations with producer states neither enhance access to imported oil nor lower its price. Selective embargoes by producer nations on some consuming nations are unenforceable unless (1) all other nations on Earth refuse to ship oil to the embargoed state, or (2) a naval blockade were to prevent oil shipments into the ports of the embargoed state. Once oil leaves the territory of a producer, market agents dictate where the oil goes, not agents of the producer, and anyone willing to pay the prevailing world crude oil price can have all he wants. The 1973 Arab oil embargo is a perfect case in point. U.S. crude oil imports actually increased from 1.7 million barrels per day (mbd) in 1971 to 2.2 mbd in 1972, 3.2 mbd in 1973, and 3.5 mbd in 1974. As MIT’s Thomas Lee, Ben Ball Jr., and Richard Tabors observe: “It was no more possible for OPEC to keep its oil out of U.S. supply lines than it was for the United States to keep its embargoed grain out of Soviet silos several years later. Simple rerouting through the international system circumvented the embargo. The significance of the embargo lay in its symbolism.” Granted, “there were short term supply disruptions,” but “the only tangible effect of the embargo was to increase some transportation costs slightly, because of the diversions, reroutings, and transshipments necessitated.” MIT economist M. A. Adelman agrees: The “embargo” of 1973–4 was a sham. Diversion was not even necessary, it was simply a swap of customers and suppliers between Arab and non-Arab sources. . . . The good news is that the United States cannot be embargoed, leaving other countries undisturbed. In short, it does not matter to consumers to whom the oil is initially sold. All that matters to consumers is how much oil is produced for world markets. Do oil-producing nations allow their feelings toward oil-consuming nations to affect their production decisions? Historically, the answer has been “no.” The record strongly indicates that oil-producing states, regardless of their feelings toward the industrialized West, are rational economic actors. After a detailed survey of the world oil market since the rise of OPEC, M. A. Adelman concluded, “We look in vain for an example of a government that deliberately avoids a higher income. The self-serving declaration of an interested party is not evidence.” Prof. Philip Auerswald of George Mason University agrees, “For the past quarter century, the oil output decisions of Islamic Iran have been no more menacing or unpredictable than Canada’s or Norway’s.” Although this is indeed the orthodox view among oil economists, there are examples of countries selling oil and natural gas to others at below-market rates: Russia sold oil to Cuba at below-market prices during the Cold War; Russia continues to sell natural gas to Ukraine at below-market prices but has ended its subsidy to Georgia as relations have soured; and China sells oil to North Korea at low rates and used this as leverage to induce North Korea to bargain over its nuclear weapons program. What should we learn from those cases? First, sellers have leverage in natural gas markets that is not possible in oil markets because oil can be transported easily while natural gas is shipped through pipelines. Buyers have few near-term alternatives if natural gas sellers reduce shipments. As liquefied natural gas gains market share, however, natural gas markets will look increasingly like world crude oil markets and the ability of Russia or other states to extract concessions from consumers will dissipate. Second, the Russia–Cuba and China–North Korea cases involve poor countries receiving foreign aid in the form of lowpriced oil. We are unaware of any wealthy western countries receiving such in-kind aid from oil-producing countries. Thus far, our analysis has examined the behaviors and incentive structure of incumbent regimes. But if a radical new actor were to emerge on the global stage, how would it behave? For example, if the House of Saud were to fall and the new government consisted of Islamic extremists friendly to Osama bin Laden, the new regime might reduce production and increase prices. But that scenario is by no means certain, given that Iran—despite all its anti-western rhetoric—has not reduced oil output, because the Iranian economy and regime are dependent on oil revenue and the Saudis are even more dependent. Regardless, the departure of Saudi Arabia from world crude oil markets would probably have about the same effect on domestic oil prices as the departure of Iran from world crude oil markets in 1978. Iran accounted for just shy of 10 percent of global oil production before the Iranian Revolution virtually shut down oil production, whereas Saudi Arabia accounts for about 13 percent of global oil production today. Oil prices increased dramatically after the 1978 revolution, but those higher prices set in motion market supplyand-demand responses that undermined the supply reduction and collapsed world prices eight years later. The short-term macroeconomic impacts of such a supply disruption would actually be less today than they were then, given the absence of price controls on the U.S. economy and our reduced reliance on oil as an input for each unit of GDP. So while it is possible that a radical oilproducing regime might play a game of chicken with consuming countries, producing countries are very dependent on oil revenue and have fewer degrees of freedom to maneuver than consuming countries. Catastrophic supply disruptions would harm producers more than consumers, which is why they are extremely unlikely. Oil Profits for Terrorists Money spent on gasoline flows to oil producers, and many of those producer states use those revenues to directly or indirectly fund Islamic extremists. Private individuals who 10 profit from the oil trade likewise contribute to Islamic extremists. Those extremists pose foreign policy and national security problems. This suggests that reduction in oil revenues would reduce Islamic extremist activities. Before we go on, it’s worth noting that only 15.5 percent of the oil in the world market is produced from nation-states accused of funding terrorism. Hence, the vast majority of the dollars we spend on gasoline do not end up on this purported economic conveyer belt to terrorist bank accounts. Regardless, terrorism is a relatively low-cost endeavor, and oil revenues are unnecessary for terrorist activity. The fact that a few hundred thousand dollars paid for the 9/11 attacks suggests that the limiting factor for terrorism is expertise and manpower, not money. What is the relationship between oil prices and Islamic terrorist incidents? We estimated two regressions using annual data from 1983 to 2005: the first between fatalities resulting from Islamic terrorist attacks and Saudi oil prices and the second between the number of Islamic terrorist incidents and Saudi oil prices. In neither regression was the estimated coefficient on oil prices at all close to being significantly different from zero. That probably explains why there is no correlation between Persian Gulf oil revenues and terrorist activity. Inflation-adjusted oil prices and profits during the 1990s were low. But the 1990s also witnessed the worldwide spread of Wahhabi fundamentalism, the build-up of Hezbollah, and al Qaeda’s coming of age. Note too that al Qaeda terrorists in the 1990s relied on help from state sponsors such as Sudan, Afghanistan, and Pakistan—nations that aren’t exactly known for their oil wealth or robust economies. What terrorists need most is a recruiting pool from which to draw. If the United States were to tax gasoline to such an extent that global oil demand, prices, and profits for oil producers declined, the oil states would have smaller economies and less to distribute to their underemployed youth. To the extent that deteriorating economic conditions breed social discontent and political resentment, taxing gasoline to reduce revenues flowing to Islamic terrorists might well increase the recruitment pool for Islamic terrorists and make matters worse. Reducing oil revenue to noxious regimes might be a risk worth taking if billions were finding their way from such regimes into al Qaeda coffers, but that seems unlikely. Everything we know suggests that al Qaeda terrorist cells are “pay as you go” operations that primarily engage in garden-variety crime to fund their activities, and Islamic charities are the primary sources for organizational revenue. Given that the governments of Saudi Arabia, Kuwait, and others in the region are slated for extinction should bin Laden have his way, those governments have no interest in facilitating the transfer of oil revenues to some post office box in Pakistan. Producer states do indeed use oil revenues to fund ideological extremism, and Saudi financing of madrassas and Iranian financing of Hezbollah are good examples. But given the importance of those undertakings to the Saudi and Iranian governments, it’s unlikely that they would cease and desist simply because profits were down. They certainly weren’t deterred by meager oil profits in the 1990s. The futility of reducing oil consumption as a means of reducing terrorism is illustrated by an examination of revenues earned from oil sales. A recent paper from the publishers of the Lundberg Letter notes that oil exports from states accused of funding terrorism earned those governments $290 billion in 2006. Even if that sum were cut by 90 percent, it would still leave $29 billion at their disposal—more than enough to fund terrorism given the minimal financial needs of terrorists. “Even a price of $10 per barrel crude (an unlikely scenario even under massive subsidy programs for plug-in hybrid vehicles and biofuels market share mandates) would likely not cut off the purported cash flow to terror groups.”

Gas tax isolates our allies and makes the US a global target. 
Taylor and Van Doren 07 – a writer among the most widely cited and influential critics of federal energy and environmental policy in the nation and an editor of the quarterly journal Regulation and an expert in the regulation of housing, land, energy, the environment, transportation, and labor (Jerry and Peter, “Don’t Increase Federal Gasoline Taxes—Abolish Them,” Cato Institute, 8/7/07, http://www.cato.org/pubs/pas/pa-598.pdf, MMarcus)

For the sake of argument, however, let’s assume that there is some incremental benefit associated with reducing oil revenues to badacting oil producers—an assumption that seems entirely reasonable. Unfortunately, we have only very blunt and imperfect instruments at hand to achieve that end. A gasoline tax, for instance, would reduce oil demand— and, thus, reduce revenues—for all oil producers, whether they are bad actors or not. Producers in the North Sea, Canada, Mexico, and the United States (which collectively supplied 20.1 million barrels of oil per day in 2006, or 24 percent of the world’s crude oil needs that year) would be harmed just the same as producers in Venezuela, Iran, Russia, and Libya (which collectively supplied 20.3 million barrels per day in 2006). Imposing oil taxes to reduce profits for unsavory petro-states is thus akin to taking out a shotgun to kill a mosquito at 50 yards. You may or may not kill the mosquito, but you’re sure to hit a lot of unintended targets when you pull the trigger. Given there was plenty of “bad acting” in 1998, it’s unlikely that even astronomical gasoline taxes would have much effect on bad acting. Accordingly, we doubt that the foreign policy benefits that might accrue from gasoline tax increases would outweigh the very real costs that such a tax would impose on both consumers and innocent producers. We suspect that there are better remedies available to the United States to curtail bad behavior abroad. To summarize, we find little reason to believe that America’s national security is jeopardized to any great extent by oil consumption or that gasoline taxes could reduce whatever problems may exist. U.S. taxpayers do pay for U.S. military activities in the Middle East, which are justified in part by the desire to secure oil production and export facilities. But those expenditures are properly thought of as wealth transfers rather than externality-creating payments because their termination would not alter oil prices. Good relations with oil producers have no effect on the price or the availability of oil in the world market. Oil revenues are not necessary for terrorist activity, and the variation in terrorist activity over time does not seem to be related to oil revenue. And while bad international actors do indeed get rich off oil revenues, gasoline taxes are unlikely to substantially reduce the degree or the extent of bad acting. Gasoline Taxes: Better than the Alternative? Many if not most of the economists who embrace federal and state gasoline taxes concede the arguments above when pressed. They continue to support fuel taxes, however, for two reasons. First, they believe that fuel taxes are more efficient means of raising revenue than other forms of taxation. Second, they fear that first-best means of addressing externalities (direct taxes on pollution, road use, etc.) are not politically feasible and that gasoline taxes are a second-best remedy that is preferable to the alternative, which is to leave externalities unaddressed. We examine each of those arguments in turn.
A2 Gas Tax Good – General 

No offense -- all benefits attributed to the federal gas tax are due to other taxes. 
Taylor and Van Doren 07 – a writer among the most widely cited and influential critics of federal energy and environmental policy in the nation and an editor of the quarterly journal Regulation and an expert in the regulation of housing, land, energy, the environment, transportation, and labor (Jerry and Peter, “Don’t Increase Federal Gasoline Taxes—Abolish Them,” Cato Institute, 8/7/07, http://www.cato.org/pubs/pas/pa-598.pdf, MMarcus)
Executive Summary Many experts believe that gasoline taxes should be increased for a variety of reasons. Their arguments are unpersuasive. Oil is not disappearing, and when it becomes more expensive, market agents will substitute away from gasoline to save money. The link between oil price shocks and recessions, although real in the 1970s, has been much more benign since 1985 because of the termination of price controls. Market actors properly account for energy costs in their purchasing decisions absent government intervention. Pollution taxes, congestion fees, and automobile insurance premiums more closely related to vehicle miles traveled are better remedies for the externalities associated with automobile travel than a simple fuel tax. Gasoline consumption does not necessarily distort American foreign policy, impose military commitments, or empower Islamic terrorist organizations. State and federal gasoline taxes should be abolished. Local governments should tax gasoline only to the extent necessary to pay for roads when user charges are not feasible. If government feels compelled to more aggressively regulate vehicle tailpipe emissions or access to public roadways, pollution taxes and road user fees are better means of doing so than fuel taxes. Regardless, perfectly internalizing motor vehicle externalities would likely make the economy less efficient—not more—by inducing motorists into even more (economically) inefficient mass transit use.

Private sector control substitutes for the federal gas tax and is more effective. 
Taylor and Van Doren 07 – a writer among the most widely cited and influential critics of federal energy and environmental policy in the nation and an editor of the quarterly journal Regulation and an expert in the regulation of housing, land, energy, the environment, transportation, and labor (Jerry and Peter, “Don’t Increase Federal Gasoline Taxes—Abolish Them,” Cato Institute, 8/7/07, http://www.cato.org/pubs/pas/pa-598.pdf, MMarcus)
Unlike contractual solutions, governmental solutions have the dubious distinction of being more expensive not just most of the time, but all of the time. That is, the “alternatives” to fossil fuels are more expensive than conventional fossil fuels, even when the latter prices are at peak, which is, of course, why such “alternatives” are not embraced without government subsidy or coercion. For example, we have recently calculated that the federally owned Strategic Petroleum Reserve has cost the taxpayer between $65 and $80 per barrel (2004 dollars) to fill, which rivals the highest spot market prices ever recorded. We believe that market actors are also more likely to work in the interests of future generations than are governmental actors. That’s because democratically elected governments, and the regulatory agencies established by them, have a tendency to reflect the interests of swing voters in swing voting districts. Accordingly, it’s unreasonable to expect governments to be more interested in the well-being of future generations than swing voters in swing districts who have short time horizons and political preferences. A single glance at America’s lavish commitments to retirees in the form of Medicare, Medicaid, and Social Security should disabuse everyone of the notion that current voters make major sacrifices for future generations—even when the case for sacrifice is mathematically indisputable. The opposite, in fact, is the case; voters are happy to rob future generations. Economist Jagadeesh Gokhale, for instance, calculates that the current Social Security benefit structure taxes future generations for the benefit of those currently alive. Taxes for future generations are more than $1 trillion greater than the benefits they are scheduled to receive. Markets, on the other hand, can reflect longer time horizons. In fact, because the market value of assets is determined by expectations about what others might pay for them in the future, speculators represent future generations’ interests in today’s markets more effectively than politicians who follow swing voters—whose time horizon rarely exceeds the next election. To summarize, there is no market failure associated with oil depletion. If oil becomes more scarce over time, prices will rise to reflect that scarcity and resources will be allocated efficiently. Nor is there a market failure associated with the interests of future generations. Market agents have more incentive to consider the interests of the future than government actors because asset values are affected by estimates of future profitability. We recognize that markets do not take the distant future into account because of discounting, but the government’s treatment of current versus future Social Security costs and benefits does not support the view that governments are good stewards of the future. The current economic structure exasperates oil use, only a repeal of the federal gas tax reverses this Oil Shocks Cause Recessions and Inflation Energy supply and demand are relatively inflexible in the short run. As a consequence, small changes in either have very large effects on prices. This is the underlying reality that explains why oil and gasoline prices are so volatile. Over a longer time period, however, both supply and demand are more responsive to prices. The short-run inflexibility of producers or consumers, and the oil price shocks that result from such inflexibility, are allegedly responsible for inflation and recessions. The macroeconomic damage inflicted by oil price volatility is an external cost imposed on society by gasoline consumers. Analysts at the Oak Ridge National Laboratory peg the marginal external costs associated with oil price shocks at somewhere between 0 and $8.30 per barrel of oil, or up to about 20 cents per gallon of gasoline. Economists disagree about the macroeconomic impact of oil shocks. Federal Reserve Board chairman Ben Bernanke and his colleagues, for example, have argued that different (“better”) monetary policy would reduce the recessionary effect of oil shocks, while economists James Hamilton and Anna Herrera are skeptical of that proposition. The current oil price explosion that began in 2003 has caused far less economic harm than conventional wisdom predicted, which adds credence to those economists who have argued that the recessions that followed previous oil shocks were not caused by energy price increases. Recent work in the field tends to confirm the suspicion that past analyses overstated the macroeconomic damage caused by oil price shocks. A rigorous econometric analysis by economists at the Federal Reserve Bank of Atlanta, for instance, suggests that oil shocks had significant effects on the macroeconomy before 1985 but not after. They argue that the federal price control regime of the 1970s is the explanation. Similarly, David Walton, an economist at the Bank of England, argues that wage rigidities in the 1970s were the culprit. Economists at the Federal Reserve Bank of Cleveland, on the other hand, argue that oil price increases might be painful for many, but they never have and never will cause inflation. They calculate that a doubling of oil prices would lead to a one-time increase in commodity prices of about 3 percent. A common theme of these recent papers is that policy-imposed rigidities in the economy were responsible for the bad economic outcomes associated with past oil price shocks, and the more flexible economy we now have allows us to cope more easily. Even though severely negative macroeconomic consequences may not follow oil shocks, the lack of supply and demand response in the short run leads to large transfers of wealth from consumers to firms in times of high prices (1979–85, 2004–07) and firms to consumers in times of low prices (1991–99). While energy policy discussions often invoke macroeconomic or market failure rationales for government action, the most likely source of constituent demands for intervention in energy markets is the distributional concerns of firms and consumers. Both consumers and firms attempt to enlist the assistance of government to prevent those wealth transfers. Energy market interventions, however, have failed to help consumers and done much to damage efficiency. The oil price control system in the 1970s induced shortages and increased reliance on imports at a time when America’s stated policy was to reduce import dependency. Consumers were made worse off as a consequence. In summary, price volatility is not a market failure. Recent evidence suggests that major macroeconomic damage is not caused by oil price shocks per se but instead by policy-induced rigidities including price controls and wage rigidities that impede market adjustment. Consumer Failure to Conserve Claims that consumers fail to invest as much as they should in energy efficiency are an often-invoked rationale for energy taxes in general and gasoline taxes in particular. Explanations vary as to why consumers act irrationally, but common complaints include lack of information regarding prospective savings, cultural hostility to energy conservation, excessively optimistic expectations about future energy prices, imperfect access to capital, and the demand for irrationally high rates of return. Appropriate energy taxes would encourage optimal conservation expenditures. How irrational are consumers when they make energy decisions? Empirical investigations find that consumers act far more rationally than many analysts believe. Clemson economist Molly Espey, for example, closely examined sales data from 2001 model automobiles and found that consumers actually over-valued the gains possible from buying fuel-efficient vehicles. An earlier examination by Mark Dreyfus and W. Kip Viscusi found that consumers discounted the savings from fuel efficiency by 11–17 percent when buying automobiles, rates equivalent to returns demanded by investors from other investments at the time. Thus economists undermine the argument that consumers are unwilling to pay more for a car to reduce gasoline use during the operating life of the vehicle. The government has no basis for regulating the use of gasoline by vehicles either through a tax or through Corporate Average Fuel Economy Standards (CAFE) standards.

A2 Gas Tax Good – Congestion

No traffic relief from the gas tax. 
Taylor and Van Doren 07 – a writer among the most widely cited and influential critics of federal energy and environmental policy in the nation and an editor of the quarterly journal Regulation and an expert in the regulation of housing, land, energy, the environment, transportation, and labor (Jerry and Peter, “Don’t Increase Federal Gasoline Taxes—Abolish Them,” Cato Institute, 8/7/07, http://www.cato.org/pubs/pas/pa-598.pdf, MMarcus)
Accident and Congestion Externalities Gasoline tax advocates also see the tax as a means to discourage highway congestion and reduce accidents on the roadway. Drivers do not pay the marginal costs they impose on others when they crowd the roads—including the increased probability of accidents. Those costs are not trivial. Parry and Small, for example, calculate congestion externalities at 29 cents per gallon (8 cents more than the environmental externalities associated with motor vehicle use) and accident externalities at 24 cents per gallon (3 cents more than the environmental externalities associated with motor vehicle use). A recent paper by economists Aaron Edlin and Pinar Karaca-Mandic estimates that accident externalities in California alone exceed $66 billion, more than current individual and corporate income taxes collected in the state. But internalizing those externalities via a gasoline tax is a very poor way of addressing those problems. Better approaches include tolls that vary with congestion and the promotion of “Pay-As-You-Drive” insurance under which premiums would vary in direct proportion to vehicle miles traveled and the insured’s risk factor as determined by insurance companies. Gasoline taxes are an imperfect means to address congestion or accident costs because such taxes don’t vary with the density of the setting in which driving occurs or the extent to which a driver might be accident-prone. The futility of taxing gasoline as a secondbest policy to tackle congestion is well illustrated by policy in London. Gasoline taxes in the United Kingdom are $2.80 per gallon, more than seven times higher than they are in the United States (where they average 38 cents per gallon). Yet, high U.K. taxes have not alleviated congestion in urban areas like London. When the municipal government in London imposed congestion-based tolls, however, to charge drivers for using inner-city streets, congestion was greatly diminished. When congestion charges were imposed in Stockholm in 2006, traffic likewise decreased 22 percent and exhaust emissions decreased by 14 percent.

A2 Gas Tax Good – Emissions/Pollution 
Not key to solve emissions -- economic conditions force solutions now. 

Kirk and Mallett, 11—specialists in Transportation Policy writing for the Congressional Research Service (Robert S. and William J., “Surface Transportation Funding and Finance”, CRS Report for Congress, 9/2, Lexis)//EM
The revenue declines of the last few years are unprecedented historically. Even during the oil shocks of the 1970s, driving, as measured by vehicle miles traveled (VMT), returned fairly quickly to the 2% average annual growth rate experienced since the 1960s. The same has not occurred since 2008, even though fuel prices are now far below that year’s highs of around $4 per gallon. The main cause of the reduction in revenues appears to be the sluggish economy, which has suppressed growth in personal incomes and also weakened demand for freight shipments. Over the longer term, other forces are conspiring against the trust fund mechanism. Most importantly, an ongoing change appears to be under way in the U.S. vehicle fleet. In 2007, 3 Information supplied by CBO as part of its August 2011 Baseline, August 30, 2011. 4 A working balance of roughly $4 billion is needed to meet state requests for reimbursement of outstanding obligations in a timely manner. 5 Outlays from the highway account during FY2010-FY2011 were depressed because stimulus spending from the general fund temporally displaced trust fund outlays. The projections also show a persistent gap between the projected obligation limitation and revenues plus interest of roughly $9 billion to $12 billion for FY2012 through FY2021. 6 CBO, August 30, 2011 Baseline. See also, “CBO Releases Revised HTF Forecast With Little Change,” Transportation Weekly, Aug. 31, 2011, pp. 1-3. Surface Transportation Funding and Finance Congressional Research Service 4 Congress enacted new fuel economy standards, and the average fuel efficiency of cars and trucks will rise over time as new, more efficient vehicles enter the fleet.7 Increased sales of hybrid vehicles, electric vehicles, and alternatively powered vehicles will weaken the link between driving activity and motor fuel tax revenues. As a result of these changes, fuel use could decrease on a relative basis even if driving increases.

The gas tax doesn’t stop pollution -- the plan doesn’t alter status quo pollution issues. 
Taylor and Van Doren 07 – a writer among the most widely cited and influential critics of federal energy and environmental policy in the nation and an editor of the quarterly journal Regulation and an expert in the regulation of housing, land, energy, the environment, transportation, and labor (Jerry and Peter, “Don’t Increase Federal Gasoline Taxes—Abolish Them,” Cato Institute, 8/7/07, http://www.cato.org/pubs/pas/pa-598.pdf, MMarcus)
Environmental Externalities Gasoline tax advocates frequently argue that energy use causes environmental and human health damages and that those costs are not reflected in energy prices. Economists describe such costs as “externalities” because they impose costs on others that are external to the prices that govern the transaction between buyer and seller. Economists’ remedy for externalities is a tax that would quantify the cost of the externalities associated with each energy source in dollar terms. The tax would force consumers to pay the external cost of their energy use (which would “internalize the externality”). The underlying objective of energy taxes in this regard is to approximate the market that would arise if polluters had to compensate those harmed by pollution. An energy tax that considers environmental impacts from energy consumption is thus an attempt to mimic the market that would arise if third parties could hold polluters liable for the damages caused by their pollution. The first problem with a gasoline tax as a means of internalizing environmental externalities, however, is that it taxes the wrong thing. If we want to tax pollution, we should tax the emission of pollutants, not the raw consumption of gasoline. The two are not identical given the differences in automobile age and maintenance. For example, 5 percent of the vehicles on the road today generate 53 percent of volatile organic compound (VOC) emissions, while 10 percent of the vehicles on the road today generate 76 percent of the same. Given that VOC emissions are a major contributor to urban smog—and that vehicles that emit unusually high loads of VOCs are likewise more likely to emit unusually high loads of other pollutants—this illustrates the difficulty of regulating fuel consumption rather than emissions. A uniform gasoline tax will overtax some drivers and undertax others. The second problem is that an increase in gasoline taxes would have very little effect on aggregate tailpipe emissions. That’s because consumers will primarily respond to a fuel tax over the long run by purchasing more fuel efficient vehicles, not by driving less. And for every incremental increase of automotive fuel efficiency, a 20 percent increase in vehicle miles traveled follows, and this increase in driving will greatly reduce the emissions reductions that we might otherwise see in response to the tax. Economist J. Daniel Khazoom, for instance, calculates that doubling the gasoline tax under the current regulatory regime would only reduce tailpipe emissions by 6 percent over the long run. The third problem with a federal gasoline tax designed to internalize environmental externalities is that the environmental and health-related damages imposed by air emissions vary by location. Air sheds have variable carrying capacities and the harms caused by emissions are largely determined by background ambient concentration and the marginal impact of additional loads. Accordingly, a given amount of hydrocarbon tailpipe emissions will have a greater negative impact in Los Angeles, California, than in Sioux City, Iowa. Uniform national environmental externality taxes will be inefficient and wrong all the time—too low in some areas and too high in others. The fourth problem with environmental externality taxes is the difficulty associated with monetarizing the aggregated national health and environmental externalities associated with energy consumption in the United States. Parry and his colleagues report that the plausible estimates for conventional pollutants range from $.36 to $4.20 per gallon. Of course, auto emissions continue to decline from the 2000-era estimates used in those calculations, and studies that rely on toxicological risk assessments and epidemiological studies to ascertain damages may overstate human health impacts. Estimates regarding the climate related costs associated with consuming a ton of carbon likewise vary greatly; according to one survey of the literature, from $9 to $200 per ton of carbon in 2000 dollars. Experts also disagree about the dollar values one should attach to human morbidity, mortality, and environmental harms. For example, the peer-reviewed literature suggests that employers have to pay employees anywhere between $0.7 million and $16.3 million to compensate for a statistical risk of death. What number should analysts use when monetarizing mortality in externality internalization exercises? One might try to dodge that problem by estimating the number of quality adjusted life years (QALYs) lost through pollution and then calculate what it would cost government to provide for an equivalent number of QALYs through improved health services. But that would require politicians to dedicate pollution taxes to health services programs. Hence, pollution taxes might prove quite inefficient, reflecting not the cost of pollution per se but the cost of socialized health care. A more recent estimate is offered by economists Ian Parry and Kenneth Small. Their review of the “best guesses” in the literature suggests that a national gasoline tax would internalize environmental externalities by imposing a tax of 16 cents per gallon to pay for cost of conventional pollution and 5 cents per gallon to pay for the costs of greenhouse gas emissions. To summarize, the environmental damages imposed on third parties by driving motor vehicles are indeed a market failure; the costs associated with those damages are not reflected in driving costs. Gasoline taxes, however, will have little effect on aggregate tailpipe emissions. The correct remedy to the problem—assuming we wish to address it—is an emissions charge that varies with emissions as well as the capacity of the air shed to handle extra emissions rather than a tax on gasoline. A national emissions tax would be inefficient because it would ignore the large geographic variation in damages associated with pollution. And even though the literature provides estimates of damages that could be used to set local emission charges, the range is so large that it provides very little guidance to decisionmakers.

The gas tax doesn’t reduce emissions. 
O’Toole, 8--senior fellow with the Cato Institute (Randal, “Roadmap to Gridlock The Failure of Long-Range Metropolitan Transportation Planning”, 5/27 http://www.cato.org/pubs/pas/pa-617.pdf)//EM
Since passage of the Clean Air Act in 1970, federal, state, and local governments have relied on two types of tools to reduce air pollution and other negative effects of auto driving. First, they have used technical tools such as catalytic converters, which reduce tailpipe emissions, or improved traffic signal coordination, which reduces the amount of time and fuel wasted in traffic. Second, they have used behavioral tools, such as investments in mass transit and urban designs aimed at discouraging driving. Controlling tailpipe emissions has worked phenomenally well. Between 1970 and 2002 (the latest year for which pollution data are available), U.S. driving increased by 157 percent and driving in urban areas (where pollution problems are most serious) increased by more than 200 percent.102 Yet Environmental Protection Agency data show that, over the same period, total auto emissions of carbon monoxide declined by 62 percent, nitrogen oxides declined by 42 percent, particulates by 58 percent, and volatile organic compounds by 73 percent.103 Meanwhile, behavioral tools have been a complete failure. Though urban areas in California, Oregon, and other states have emphasized transit and land-use regulation for several decades, not a single one can claim that it has reduced per capita driving by even 1 percent. 

Exts – Selling Assets Solvency 

The USFG should sell their transportation assets to private companies --relieves the debt and increases infrastructure efficiency. 
Ferguson 11 professor of history at Harvard University. He is also a senior research fellow at Jesus College, Oxford University, and a senior fellow at the Hoover Institution, Stanford University (Neil, “Sale of the Century,” 2/20/11, http://www.thedailybeast.com/newsweek/2011/02/20/sale-of-the-century.html)//AM

Yet there is another fiscal option that neither party seems to be considering. The U.S. needs to do exactly what it would if it were a severely indebted company: sell off assets to balance its books. There are three different arguments against such asset sales. The first concerns national security. When Dubai Ports World bought the shipping company P&O in 2006—which would have given it control of facilities in a number of U.S. ports—the deal was killed in Congress in a fit of post-9/11 paranoia. The second argument is usually made by unions: private or foreign owners will be tougher on American workers than good old Uncle Sam. Finally, there’s the chauvinism that surfaced back in the 1980s when the Japanese were snapping up properties like Pebble Beach. How could the United States let its national treasures—the family silver—fall into the hands of inscrutable Asian rivals? Such arguments were never very strong. Now, in the midst of the biggest crisis of American public finance since the Civil War, they simply collapse. First, standards of public safety and security are unlikely to be compromised by a change of ownership unless military technology is involved (and the U.S. has already sold a startling amount of that to foreigners, by the way). Second, the goal of public policy should not be to protect public-sector workers from market discipline that will raise their productivity. Finally, why is selling assets to Asians worse than paying them an annual rent called interest on the national debt? The mystery is why freedom-loving Americans are so averse to privatization—a policy that has been a huge success nearly everywhere it’s been tried. From Margaret Thatcher’s Britain, where the word “privatization” was coined, to present-day China, selling off government-owned industries has not only improved the fiscal position of governments; it has usually enhanced the efficiency with which the sold assets are managed. The figures are impressive. Since the 1990s, about 75,000 medium-to-large firms have been privatized all around the world, from Argentina to Zambia, as have hundreds of thousands of smaller enterprises. The total proceeds: $735 billion. The United States accounts for only a tiny fraction of that number. Other countries are miles ahead. On a visit to Beijing in November last year, I even heard a leading Chinese economist half-seriously recommend the privatization of the Great Hall of the People. Yet American fiscal reformers—including the boldest of them, Republican Rep. Paul Ryan—tend to steer clear of the P word. So let’s get down to business. What can the U.S. federal government and the various bankrupt states put up for sale? No, not Yellowstone or Yosemite. Those natural wonders should always belong to the nation. And no, not Alaska, much as many moderate Republicans would love to sell Sarah Palin to the Chinese. In fact, the U.S. government currently has about $233 billion worth of nondefense “property, plant, and equipment,” according to the Treasury’s Financial Management Service. That is almost certainly an understatement. The government owns somewhere between 600 million and 700 million acres of land, or about 30 percent of the country’s land surface, much of it in the Western states, where as much as half the land is federally owned. Washington could also sell its stakes in the Southeastern Power Administration and related assets as well as the Tennessee Valley Authority’s electric-power assets. There’s Amtrak (which runs at a loss) and the extensive hydroelectric empire of the U.S. Army Corps of Engineers. And then there are the assets that have the potential to be among the most lucrative of all: America’s highways. Plenty of other countries—Japan, Turkey, and even China, to name just three—have already privatized substantial parts of their transportation infrastructure, leaving private companies to manage both revenues and maintenance. American highways sold to foreign investors? It may sound unthinkable, but it’s already happening. Indiana recently leased the operation of the state’s principal 157-mile highway to a consortium led by the Spanish company Cintra and the Australian investment bank Macquarie. For the next 75 years, the consortium will collect the tolls from motorists. Indiana got $3.85 billion upfront. The city of Chicago has done a similar deal, leasing out its Skyway toll bridge for $1.83 billion. A few other state governments have been moving hesitantly down this same path, usually by setting up public-private partnerships to manage stretches of highway. But there’s so much more that could be done. California’s government has an estimated $103 billion in assets, including state highways with a book value of $59 billion. Are you telling me a sovereign wealth fund from, say, Singapore couldn’t do a better job of running those choked and often potholed roads? Yet one of Gov. Jerry Brown’s first acts since returning to office was to cancel a planned privatization of state-owned office buildings. From sea to shining sea, American politicians are running scared from the only credible solution to the country’s fiscal crisis. Rather than publishing honest balance sheets with meaningful valuations of both their assets and liabilities, they’d rather maintain the fiction that it’s their job to invest billions in high-speed railroads and the like. Let’s face it: if you want to see serious investment in America’s infrastructure—and the American Society of Civil Engineers estimates that a full upgrade would cost $1.3 trillion—it isn’t going to come from the likes of Governor Brown, much less President Obama. They’re broke, folks.

Exts – Subsidies Bad

Federal subsidies breed bureaucracy and reduce innovation and flexibility.  
Edwards, 9—director of tax policy studies at Cato (Chris, “Fiscal Federalism”, Cato Institute, February, http://www.downsizinggovernment.org/fiscal-federalism)//EM
3. Grants reduce state policy diversity. Federal grants reduce state innovation because federal money comes with regulations that limit policy flexibility. Grants put the states in a straitjacket of federal rules. The classic one-size-fits-all federal regulation that defied common sense was the 55-mile-per-hour national speed limit. The limit was enforced between 1974 and 1995 by federal threats of withdrawing state highway grant money. It never made sense that the same speed should be imposed in the wide-open western states and the crowded eastern states, and Congress finally listened to motorists and repealed the law. However, federal regulations tied to grants are increasing in other areas, such as education. Federal education spending has exploded, and so have federal regulatory controls. The No Child Left Behind law of 2002, for example, mandates that all teachers be "highly qualified," that Spanish-language versions of tests be administered, and that certain children be tutored after school. State officials have complained bitterly about these new federal rules, and 30 state legislatures have passed resolutions attacking NCLB for undermining states' rights. 4. Grant regulations breed bureaucracy. Federal aid is not a costless injection of funding to the states. Its direct cost is paid by federal taxpayers who live in the 50 states. In addition, the system generates an enormous amount of bureaucracy at all three levels of government. Each level of government consumes grant program funding with proposal writing, funding allocations, review, reporting, regulatory compliance, litigation, and many other bureaucratic activities. State and local agencies must comply with long lists of complex federal regulations, which is one reason why the nation employs an army of 16 million state and local government workers. There are three types of federal aid regulations. The first are the specific rules for each program. Each program may come with hundreds or thousands of pages of rules for grantees to follow. The second are "crosscutting requirements," which are general provisions that apply across aid programs, such as labor market rules. The third are "crossover sanctions," which are the various penalties imposed on the states if certain federal regulatory requirements are not met. What makes matters worse is that the more than 800 federal grants have overlapping mandates, and each program has unique rules. For example, state and local governments deal with 16 different federal programs that fund first responders, such as firefighters.12 That complicated federal intrusion has led to fragmented disaster response planning and to much first-responder funding going to projects of little value and to regions with little risk of terrorism.
Federal subsidies spur wasteful spending -- that destroys innovation and efficiency. 

Edwards, 9—director of tax policy studies at Cato (Chris, “Fiscal Federalism”, Cato Institute, February, http://www.downsizinggovernment.org/fiscal-federalism)//EM
The federal aid system does not work that way in practice. Most federal politicians are not inclined to pursue broad, national goals, but are consumed by the competitive scramble to secure subsidies for their states. At the same time, federal aid stimulates overspending by state governments and creates a web of complex federal regulations that destroys state innovation. At all levels of the aid system, the focus is on regulatory compliance and the amounts spent, not on delivering quality services. The following are seven reasons why Congress should begin cutting federal grants-in-aid. 1. Grants spur wasteful spending. The basic incentive structure of aid programs encourages overspending by federal, state, and local politicians. The system allows politicians at each level to claim credit for spending on a program, while relying on another level of government to collect part of the tax bill.
A2 Aff Args 

A2 CP Fails – General 

No offense -- public methods of infrastructure support are failing anyway -- private profit-motive and localized solutions prevent any major pitfalls. 

Primack, 11- Senior Editor (Dan, “Why Obama can't save infrastructure”, CNN Money, 2/17, http://finance.fortune.cnn.com/2011/02/17/why-obama-cant-save-infrastructure/)//EL
Here are two things we all can agree on about America's transportation infrastructure: (1) It is in desperate need of costly repairs, and (2) Our political leaders cannot agree on how to pay for them. President Obama dove into the conversation this week, proposing $556 billion in new infrastructure spending over the next six years. Not only would it include money for road and bridge repair, but also high-speed rail development and the formation of a National Infrastructure Bank that would (hopefully) prevent the next Bridge to Nowhere from being federally funded. It is an important step, considering that the American Society of Civil Engineers estimates that the nation's 5-year infrastructure investment need is approximately $2.2 trillion. Unfortunately, Obama didn't explain how the new spending would be paid for. Increases in transportation infrastructure spending traditionally have been paid for via gas tax increases, but today's GOP orthodoxy is to oppose all new revenue generators (even if this particular one originated with Ronald Reagan). This isn't to say that Republicans don't believe the civil engineers – it's just that they consider their version of fiscal discipline to be more vital. In other words, America's infrastructure needs are stuck in a holding pattern. That may be sustainable for a while longer, but at some point we need to land this plane or it's going to crash. Luckily, there is a solution: State and municipal governments should get off their collective butts, and begin to seriously move toward partial privatization of their infrastructure assets. Remember, the federal government doesn't actually own America's roads, bridges or airports (well, save for Reagan National). Instead, it's basically a piggy-bank for local governments and their quasi-independent transportation authorities. Washington is expected to provide strategic vision -- like Eisenhower's Interstate Highway System or Obama's high-speed rail initiative -- but actual implementation and maintenance decisions are made much further down the food chain. Almost every state and municipal government will tell you that it doesn't have enough money to adequately maintain its existing infrastructure, let alone build new infrastructure. And, in many cases, existing projects are over-leveraged from years of bond sales. At the same time, private investment firms are clamoring to fill the void. Nearly $80 billion has been raised by U.S.-based private equity infrastructure funds since 2003, and another $30 billion currently is being raised to focus on North American projects, according to market research firm Preqin. Each of one those dollars would be leveraged with bank debt, and none of that includes the billions more available from public pension systems and foreign infrastructure companies. For example, Highstar Capital last year signed a 50-year lease and concession agreement to operate the Port of Baltimore's Seagirt Marine Terminal. The prior year, private equity firm The Carlyle Group signed a 35-year lease to redevelop, operate and maintain Connecticut's 23 highway service areas. And in 2005, an Australian and Spanish company teamed up to lease The Chicago Skyway for $1.83 billion. That same tandem later acquired rights to the Indiana toll road. But those are exceptions to the America's transportation infrastructure rule, which says that everything should be government-owned and operated. It's a rule grounded in fears that private investors will put profits over safety, plus a hefty dose of inertia. Well, it's time for us to get over it. First, we've already established that our current system isn't working. Again, $2.2 trillion in infrastructure needs. And if you haven't seen a crumbling or rusted out bridge somewhere, then you haven't been looking. Second, it's counter-intuitive to think that a private investment firm wouldn't do everything in its power to make its transportation assets safe and efficient. Toll roads, airports and the like are volume businesses. One giant accident, and the return on investment could be irreparably harmed. This isn't to say that all of these projects will be successful -- there have been fiascos, like with Chicago's parking system -- but this is no longer a choice between private and public funding. It's a choice between private funding and woefully insufficient funding. Third, local governments have the ability to structure these leases any way they see fit. For example, the Chicago Skyway deal includes an annual engineering checkup, and the private owners are obligated to make any recommended repairs. This also goes for pricing. In a failed privatization deal for the Pennsylvania Turnpike, prospective buyers agreed to certain parameters on future toll increases. Most importantly, infrastructure privatization provides a solution to the current standoff between Obama and House Republicans -- by providing for investment to repair and maintain existing infrastructure, without requiring tax increases or enabling parochial pork. But the benefits go far beyond the obvious. Privatization also may mean up-front payments that local governments can use to pay down existing project debt, while thoughtful leaders could set aside part of the proceeds to fund other infrastructure needs. Moreover, taxpayers no longer are on the hook for infrastructure-related risk (maintenance costs, liabilities, etc.). I'm obviously not saying that any of this is easy. There are big barriers to privatization, including objections from those who currently run our toll roads, bridges, etc. (just ask those who lost the fight to lease out the Pennsylvania Turnpike in 2008). But it's the best path forward for a nation that really could use more, and safer, paths.
A2 CP Fails – Bankruptcy

No impact -- and safety nets ensure success.  
Poole, 94 [Robert W. Jr., Director of Transportation Policy, Reason Foundation, http://www.policyarchive.org/handle/10207/bitstreams/5983.pdf, “Guidelines for Airport Privatization”, Accessed Jun 25, //SH] 
What would happen if an airport firm encountered financial difficulties and had to file for bankruptcy? The same question arises in connection with investor-owned water or electric utilities. First, it is important to remember that a chapter 11 filing represents a reorganization of the firm, not its dissolution. Under Chapter 11, the firm continues to operate, providing the same basic services. In the more severe situation of a dissolution (Chapter 7), the physical facilities do not disappear; they remain in place, available for operation by new owners and managers. The problem for government is to make sure that the airport's vital services continue during bankruptcy proceedings. The lease or franchise agreement should include default provisions entitling the municipality to hire an interim operator, should the original firm be unable to live up to its commitments to provide airport services due to bankruptcy. 
A2 CP Fails – Job Losses

CP doesn’t cause job losses. 
Poole, 94 [Robert W. Jr., Director of Transportation Policy, Reason Foundation, http://www.policyarchive.org/handle/10207/bitstreams/5983.pdf, “Guidelines for Airport Privatization”, Accessed Jun 25, //SH] 
Employees traditionally fear the loss of jobs whenever a government function is privatized. Or they worry about less-pleasant working conditions or lower levels of benefits. In contrast to some municipal departments, airports are generally run in a more businesslike manner; they are seldom hugely overstaffed, and one seldom finds grossly inefficient work practices. Especially when traffic levels are growing, privatization may take place without any layoffs (as was the case when BAA was privatized and when Lockheed took over the management of Albany Airport). Governments sometimes require bidders to make job offers to all existing workers of an enterprise to be privatized. Bidders are often willing to agree to such a condition, as long as they will subsequently have all the normal rights of management: to hire and fire based on performance, to determine compensation and benefit levels, to define work rules and conditions, etc. 
A2 CP Fails – No Investment/Profit Motive 

Private sector action solves the case best -- investors are ready and willing to finance the aff. 

Geddes 11- an associate professor in the Department of Policy Analysis and Management at Cornell University and an adjunct scholar at the American Enterprise Institute in Washington (R. Richard, “Where the Money Is” 5/23,
http://online.wsj.com/article/SB10001424052748703922804576301091199392426.html)//EL
The need to rebuild and revitalize America's transportation system is unprecedented. But so is government debt, as well as the lack of public support for higher taxes. So the question is: Where will the money come from? Fortunately, there is a straightforward answer: the private sector. Private investors can and will shoulder more responsibility for the transportation systems of the future—and earn respectable returns in the process. This is not a pipe dream. States and municipalities already are turning to private investors to finance and manage highway, transit, rail and aviation projects. Private investment not only injects much-needed capital into infrastructure, but it also brings strong incentives to adopt new technologies and to get projects finished quickly and on budget. Private investment was widely used in the 19th century to build and operate toll bridges and roads, and the vast majority of U.S. railroads were constructed with private money. Now the role of private capital in U.S. transportation is growing again. Private financing for transportation infrastructure projects, which totaled $10.2 billion from 1993 to 2007, has jumped to $14.2 billion from 2008 to the present. Experts believe as much as $400 billion is available world-wide from pension and mutual funds, insurance companies and other investor groups that like the stable, inflation-linked cash flows transportation projects generate. The returns are similar to those of high-yield bonds, with less risk. Infrastructure investment also provides diversification for portfolios heavy with stocks, bonds and real estate.
Counterplan solves -- $180 billion dollars of private capital is available. 

Conkey, 9 writer for the Wall Street Journal (Christopher, “Nominee for Transportation Dept. Urges Role for Private Sector,” 1/21/9, http://online.wsj.com/article/SB123258590996404577.html#articleTabs%3Darticle)//AM
WASHINGTON -- President Barack Obama's nominee to head the Transportation Department said cash-strapped governments should consider giving the private sector a bigger role in rebuilding the nation's aging roads, bridges and other infrastructure, a position that has generated controversy in many states. Speaking at his Senate confirmation hearing, former Republican Rep. Ray LaHood of Illinois said the widening budget deficits at the federal and state levels should lead government officials to take a closer look at allowing private investors to build, operate and maintain new toll roads and bridges. "There's not going to be enough money," Mr. LaHood told the Senate Commerce Committee. "I think we do have to think outside the box." Mr. LaHood also signaled that one of his first priorities -- after an administrator to run the Federal Aviation Administration is nominated -- will be to settle a long-running labor dispute between the FAA and its 15,000 air-traffic controllers. In a repudiation of the Bush administration's approach, Mr. LaHood said he opposes auctioning off takeoff and landing slots at New York City's congested airports in a bid to decrease delays. "To me, it doesn't make any sense to do that," he said. Mr. LaHood, who appeared to be heading toward a speedy confirmation, also waded into an increasingly heated debate in Congress on the wisdom of spending economic-stimulus funds on transportation projects. Republican leaders have questioned whether federal dollars can be quickly channeled toward transit, road and bridge projects. Mr. LaHood defended spending on such projects and assured lawmakers that one of his "first and most important tasks, if confirmed, will be to manage the effective use of those funds." Mr. LaHood's comments on privatization came as a coalition of banks and private-equity firms, including Carlyle Group, Morgan Stanley and Credit Suisse Group, released a report that concluded $180 billion in private capital is available for investment in highways, airports and other transportation infrastructure. Advocates for a greater role for private companies in transportation lost a high-profile battle last year over the Pennsylvania Turnpike. In recent months, though, private groups reached lease agreements with Chicago Mayor Richard Daley to run Midway Airport and the city's parking meters. Private investors find transportation assets attractive because they can provide steady returns. Critics fear that government officials will agree to deals that shortchange consumers, even though the government receives a large upfront payment that can plug budget gaps. Private interests have a few things working in their favor at the moment. Swelling government deficits and shrinking gas-tax revenues have forced many states to curtail spending on transportation, even though it is widely acknowledged that the U.S. needs to upgrade congestion-prone highways and transit systems.
Plenty of investors and profit motive.  
Orski, 8 [C. Kenneth, Editor and Publisher, Innovation Briefs, http://news.heartland.org/newspaper-article/2008/07/01/private-investment-tolls-will-play-increasing-role-funding-tomorrows-tr, “Private Investment, Tolls Will Play an Increasing Role in Funding Tomorrow's Transportation Infrastructure”, Accessed Jun 19, //SH]
The viability of the partnership model depends, of course, on the willingness of the private sector to invest in public infrastructure assets. On that score there appears to be no doubt. Our inquiry revealed an impressive number of private equity funds--72 by one count--dedicated to investments in infrastructure. In the aggregate, those funds are estimated to have raised in excess of $120 billion. After leveraging the estimated capital pool through bank loans and capital markets, the infrastructure funds could support investments in the range of $340 billion to $600 billion. Most of the infrastructure funds have a global reach, but many focus on mature markets in the developed countries where political risks and legal and regulatory uncertainties are less severe. The United States has lately become a favorite investment target because of the perception that a large percentage of its existing transportation infrastructure needs rehabilitation, modernization, and expansion.
The private sector will invest once the government gets out of the market --  empirical proof. 
Rodrigue et al, 9 Ph.D. in Transport Geography, worked in the Department of Economics & Geography at Hofstra University and is currently in the Department of Global Studies and Geography (Jean-Paul, “The Financing of Transportation Infrastructure,” http://people.hofstra.edu/geotrans/eng/ch7en/appl7en/ch7a2en.html)//AM

Transport finance initiatives are generally not sufficient for maintaining and improving the performance of transport systems. This was a major driver behind privatization and deregulation in the passenger and freight transport industries worldwide. Transport finance initiatives should be designed to promote productivity gains. This underlines that many investment projects are politically instead of commercially driven. Transport finance initiatives differ in their probable impacts on transport system performance. This underlines the difficulty of establishing multiplying effects linked with specific infrastructure investment projects. The trend towards greater private involvement in the transportation sector initially started with the privatization (or deregulation) in the 1980s of existing transportation firms. New relationships started to be established with financial institutions since public funding and subsidies were substantially reduced and new competitors entered the market. Then, many transportation firms were able to expand through mergers and acquisitions into new networks and markets. Some, particularly in the maritime and terminal operation sectors, became large multinational enterprises controlling substantial assets and revenues. As the freight transport sector became increasingly efficient and profitable it received the attention of large equity firms in search of returns on capital investment. The acquisition costs of intermodal terminals, particularly port facilities, has substantially increased in recent years as large equity firms are competing to acquire facilities with secure traffic (and thus low risks). A new wave of mergers and acquisitions took place at the global and national levels as equity firms see terminals as an asset class with different forms of value proposition:

A2 CP Fails – Only Invest in Profitable Infrastructure

The private sector will be incentivized to invest in underperforming facilities as well. 
DOT 8-(“AN UPDATE ON THE BURGEONING PRIVATE SECTOR ROLE IN U.S. HIGHWAY AND TRANSIT INFRASTRUCTURE” UNITED STATES DEPARTMENT OF TRANSPORTATION July 18, http://www.fhwa.dot.gov/reports/pppwave/ppp_innovation_wave.pdf)//EL

Investments of private capital free up existing sources of revenue and debt capacity for investment in other transportation priorities. Furthermore, while it is important to recognize that the private sector has an incentive to invest in profitable facilities, this business­oriented investment model can provide significant benefits for underperforming public facilities. There are also opportunities in PPP procurements to package multiple projects with different risk and return profiles in one concession. In these transactions, the private sector assumes responsibilities for lower return, higher risk projects in exchange for a concession for higher return, lower risk projects. This model is being employed by Mexico for various toll roads and bridges held by FARAC (Fideicomiso de Apoyo al Rescate de Autopistas Concesionadas), a federal agency created to assume control of several Mexican toll roads in the mid­1990s. FARAC expects to offer concessions for as many as 13 different packages of toll roads and bridges, and each package is expected to group highly desirable with less desirable assets. A concession for the first FARAC package, four toll roads in central Mexico with a total length of 548 kilometers, was awarded to Goldman Sachs Infrastructure Partners and Empresas ICA, S.A., a Mexican construction company, on July 18, 2007. PPPs can also be effective on “non­profitable” routes where tolls won’t cover all of the facility’s costs and even on projects that do not generate any revenue. In these situations, private bidders can compete on the basis of the lowest level of subsidy they will need to carry out the project. This approach is widely used in Europe and, as indicated in Section IV, is beginning to be utilized on various projects in the United States. For example, the availability payments that will be used to finance the Missouri Safe & Sound Bridge Improvement Program, the Port of Miami Tunnel, the Oakland Airport Connector, and other projects that are in early stages of procurement, are structured to force the bidders to compete on the lowest level of subsidy that they will accept to design, construct and operate the facility.

A2 CP Fails – Stimulus

The federal government is terrible at stimulating the economy -- empirically proven -- privatization is the better route. 
De Rugy 11 senior research fellow at the Mercatus Center at George Mason University, writes a monthly economics column for Reason Foundation (Veronique, “Road to Nowhere,” December 2011, http://proquest.umi.com.proxy.lib.umich.edu/pqdlink?vinst=PROD&fmt=3&startpage=-1&vname=PQD&RQT=309&did=2507716341&scaling=FULL&vtype=PQD&rqt=309&cfc=1&TS=1340139475&clientId=17822)//AM

American public works are hardly in perfect condition, and economists have long recognized the value of infrastructure. Highways, bridges, airports, and canals are the conduits through which almost all goods are transported. But the kind of infrastructure spending the government has been indulging in since 2008 is unlikely to produce much of a stimulus- certainly nothing with the scale and speed the administration is banking on as the 2012 elections approach. The economist Mark Zandi of Moody's Analytics, one of the most influential stimulus enthusiasts out there, claims that when the government spends $1 on infrastructure, the economy gets back $1.44 in growth. But economists are far from a consensus about the returns on federal spending. Some find large positive multipliers (meaning that every dollar in government spending generates more than a dollar of economic growth), but others find negative multipliers (meaning every dollar in spending hurts the economy). As Eric Leeper, Todd Walker, and Shu-Chum Yang put it in a recent paper for the International Monetary Fund, "Economists have offered an embarrassingly wide range of estimated multipliers." An additional complication is that, according to stimulus advocates such as former Obama administration adviser Larry Summers, spending is stimulative only if it is timely, targeted, and temporary. Current stimulus spending on infrastructure isn't any of those things, as I found in a recent paper co-authored with my Mercatus Center colleague Matt Mitchell. By nature, infrastructure spending fails to be timely. Even when the money is available, it can take months, if not years, before it is spent Thaf s because infrastructure projects involve planning, bidding, contracting, construction, and evaluation. According to the Government Accountability Office, as of June 2011 only 62 percent ($28 billion) of Department of Transportation infrastructure money from the 2009 stimulus had actually been spent. The only thing harder than getting money out the door promptly is properly targeting spending for stimulative effect. Data from Recovery.gov, the administration's online clearinghouse for information about stimulus spending, shows that stimulus money in general and infrastructure funds in particular were not targeted to those areas with the highest rates of unemployment Keynesian theory of the type many in the Obama administration favor holds that the economy can be stimulated best by employing idle people, firms, and equipment. Even properly targeted infrastructure spending may have failed to stimulate the economy, however, because many of the areas hardest hit by the recession were already in decline. They were producing goods and services that are not, and will never again be, in great demand. The demand for more roads, schools, and other types of long-term infrastructure in fast-growing areas is high, but these areas are more likely to have low unemployment relative to the rest of the country. Perhaps more important, unemployment rates among specialists, such as those with the skills to build roads or schools, are often relatively low. And it is unlikely that an employee specializing in residential-area construction can easily update his or her skills to include building highways. As a result, we can expect that firms receiving stimulus funds will hire their workers away from other construction sites where they were employed, rather than plucking the jobless from the unemployment rolls. This is what economists call "crowding out." In this case labor, not capital, is being crowded out. New data from Garett Jones of die Mercatus Center and Dan Rothschild of the American Enterprise Institute show that a plurality of workers hired with stimulus money were poached from other organizations rather than coming from the ranks of the unemployed. Based on extensive field research- more than 1,300 anonymous, voluntary responses from managers and employees- Jones and Rothschild found that less than half of the workers hired with stimulus funds were unemployed at the time they were hired. Most were hired directly from other organizations, with just a handful coming from school or outside the labor force. So much for putting idle resources to work. Jones adds that during recessions most employers who lose workers to poaching choose not to fill the vacant positions, leaving unemployment essentially unchanged. There is no such thing as temporary government spending, which stimulus spending needs to be in order to work. Infrastructure spending in particular is likely to cost the American people money for a very long time. The stimulus was layered on top of the $265 billion average annual expenditure on infrastructure and capital investments and the $2.9 trillion nominal increase in infrastructure spending during the last 10 years. What are we getting for all that money? Waste, for one thing. Infrastructure spending tends to suffer from massive cost overruns, fraud, and abuse. A comprehensive 2002 study by Danish economists Bent Flyvbjerg, Mette K. Skamris Holm, and Soren L. Buhl examined 20 nations on five continents and found that nine out of 10 public works projects come in over budget. Cost overruns routinely range from ?? percent to 100 percent of the original estimate. For rail, the average cost is 44.7 percent greater than the estimated cost when the decision was made. The figure is 33.8 percent for bridges and tunnels, 20.4 percent for roads. According to the Danish researchers, American cost overruns reached $55 billion per year on average.This figure includes famous disasters such as the Central Artery/Tunnel Project (CA/T), better known as the Boston Big Dig. By the time the Beantown highway project- the most expensive in American history- was completed in 2008, its price tag was a staggering $22 billion. The estimated cost in 1985 was $2.8 billion. The Big Dig also wrapped up seven years behind schedule. Strangely, lawmakers are blindsided by these extra costs every time- even when the excesses take place under their noses. Take the Capitol Hill Visitor Center in Washington, D.C.This ambitious three-floor underground facility, originally scheduled to open at the end of 2005, was delayed until 2008. The price tag leaped from an estimate of $265 million in 2000 to a final cost of $621 million. How can eyewitnesses to this waste still believe such spending is good for the economy? The biggest mistake made by infrastructure spending enthusiasts is to assume that it is the role of the federal government to pay for road and highway expansions in the first place. In a 2009 paper, Cato Institute urban economist Randal OToole explained that, with very few exceptions, roads, bridges, and even highways are inherently local projects (or state projects at most).The federal government shouldn't have anything to do with them. Taxpayers and consumers would be better off if these activities were privatized. If states are not ready for privatization, they can do what Indiana did a few years back, when it granted a 99-year lease for its main highways to a private company for $4 billion. The state was $4 billion richer, and it still owned the highways. Consumers in Indiana were better off, because the deal saved money and the roads got better since the private company committed to spending $4.4 billion in maintenance. Experience in other countries has shown that privatization leads to more construction, innovation, and reduced congestion. A certain amount of public spending on public works is necessary to perform essential government functions. But federal spending on roads, rails, and bridges as a means of providing employment or creating economic growth is an expensive fantasy.

Federal transportation stimulus fails. 
Staley and Moore 8 Research fellow at the Reason Foundation, Ph.D. in Public Administration, with concentrations in urban planning and public finance ***AND*** vice president of policy at the Reason Foundation, PhD in economics (Samuel and Adrian, “All Infrastructure Spending is Not Created Equally,” 12/5/08, http://reason.org/news/show/1003178.html)//AM
"Infrastructure investment is not only necessary for long-term economic growth and global competitiveness - but it will also create jobs when Americans, and Californians, need them the most," said California Gov. Arnold Schwarzenegger. "With an immediate commitment to national infrastructure investment, it's possible to put shovels in the dirt and start immediately on projects across the nation." But, this begs an important question: Would all transportation infrastructure spending have an equal impact? No. Federal policymakers need to consider much more than dumping money into the transportation sector if they want to have a meaningful, positive impact on the economy. It takes more than digging ditches and laying asphalt to ensure that investments create improvements in mobility that spur job creation and increase productivity. To maximize the impact of any infrastructure spending, the transportation investments must be the right kind, in the right place, and at the right time. Those are no small obstacles. On the surface, transportation seems like a “no brainer” if there is going to be a massive federal stimulus package. Our bridges, roads, and transit systems are crumbling. Depending on which interest group is compiling the numbers, the nation is under investing in transportation infrastructure by $70 to $100 billion per year. According to Reason Foundation’s Annual Highway Report, 50.7 percent of America’s urban interstate highways were congested in 2006. And of the nearly 600,000 highway bridges in the country, 24.1 percent were deficient or functionally obsolete. The National Governors Association suggests $57 billion in infrastructure projects could be started within 120 days of being funded. The American Association of State Highway and Transportation Officials claims that 3,109 transit and highway projects, accounting for $18 billion in new spending, are “ready to go” once state and local transportation agencies get a funding green light from the federal government. This spending would create 630,000 jobs according to their studies. But not all of those projects will offer a return on taxpayers’ investment. A bridge to nowhere or a lightly-traveled light rail route that will long require heavy annul subsidies isn’t a good use of money just because it is infrastructure. This isn’t the 1950s. It’s not just a matter of building the obvious routes needed for an Interstate highway system that will connect major metropolitan areas and create freight corridors. The country has reaped the economic rewards of the Interstate system. But, our rate of return has been falling on these investments since the 1970s. Now it is time to rethink transportation investments in the context of the modern economy. 
Public sector fails -- its bloated, slow, over-priced, and has poor supervision -- the jobs it provides only last for 3 or 4 months and provide no lasting benefit -- privatization solves. 
DeHaven, 10-- budget analyst on federal and state budget issues for the Cato Institute (Tad, “Federal Transportation Follies”, Cato Institute, 1/21, http://www.downsizinggovernment.org/federal-transportation-follies)

The 2009 stimulus bill gave the U.S. Department of Transportation $50 billion to distribute to the states for highways, roads, and bridges. A House bill passed in December would add another $28 billion. According to Washington folklore, spending on infrastructure is always good because it’ll create jobs and spur economic growth. However, three recent examples are a reminder that the government often does a poor job of allocating resources. First, an Alaska legislative audit concluded that the state should not have spent federal transportation money building a road to the site of the proposed “Bridge to Nowhere,” which was canceled after a national outcry. Alaska kept the federal money originally earmarked for the bridge, and then-Governor Sarah Palin agreed to spend $26 million of it on the road despite the fact there was no bridge. Second, the Department of Transportation is supposed to exclude “unethical, dishonest, or otherwise irresponsible” parties from receiving federal funds. But according to a report from DOT’s inspector general, the average case took DOT officials “300 days to reach a suspension decision and over 400 days to reach a debarment decision.” For example, Kentucky awarded $24 million in transportation stimulus money to companies with officials under review by the Federal Highway Administration for bribery, theft, and obstruction of justice. The FHA took 10 months to review the companies before ultimately suspending them, but Kentucky had already given the companies the money. Third, a Tennessee television station analyzed the state’s use of federal transportation stimulus money and found that it “spent an average of $161,500 per job created and that some paving jobs, which were temporary, cost taxpayers more than $1 million each.” The station interviewed a construction company that had been busy during the summer when it had federal money. Now its trucks are idle and the workers it hired have all been laid off. Randal O’Toole says that “The best test of infrastructure value is whether users are willing to pay for it.” There’s almost no connection between infrastructure projects funded by federal taxpayers and the typically local users. Leaving infrastructure projects to state and local governments to fund would make more of a connection. Privatization, which would utilize tolling and other user fees, would be even better. 

A2 Perm

Any public financing crowds out and disincentivizes private action. 
Taylor and Vedder 10- Professor of economics at Central Michigan University. Distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute (Jason and Richard, "Stimulus by Spending Cuts: Lessons From 1946." Cato. May/June 2010 www.cato.org/pubs/policy_report/v32n3/cpr32n3.pdf)

The illusion that new employment results from the stimulus package is understandable because the jobs created by it are visible, whereas jobs lost due to the stimulus are much less transparent. When several hundred million dollars are spent building a 79-mile per hour railroad from Cleveland to Cincinnati, we will see workers improving railroad track, building new rail cars, and so on. In fact, we can directly count the number of jobs supported by stimulus dollars and report them on a website (www.recovery.gov currently reports that 608,317 workers received stimulus monies in the 4th quarter of 2009). At the same time, however, the federal spending invisibly crowds out private spending. This happens regardless of how higher federal spending is financed. Tax financing (not done in this case) reduces the after-tax return to workers and investors, leading them to reduce the resources they provide. Deficit-financing (borrowing) tends to push up interest rates and, more generally, eats up dollars that would otherwise have gone toward private lending and investment. Inflationary financing (roughly the Fed printing money—a fear in this situation) reduces investor confidence, lowers the real value of some financial assets, and leads to falling investment. Of course we do not register these “job losses” on the mainstream statistical radar because they are jobs that would have been created, absent the government spending, but never were—hence their invisibility. 

More evidence -- government involvement makes competition impossible. 
DeHaven, 10 budget analyst on federal and state budget issues for the Cato Institute (Tad, “Why Not Private Infrastructure,” Downsizing the Federal Government, 9/8/10, http://www.downsizinggovernment.org/why-not-private-infrastructure)//AM

The biggest obstacle to private provision is that federal funding and associated privileges makes it difficult for private operators to “compete” with government roads: By subsidizing the states to provide seemingly "free" highways, federal financing discourages the construction and operation of privately financed highways. A key problem is that users of private highways are forced to pay both the tolls for those private facilities and the fuel taxes that support the government highways. Another problem is that private highway companies have to pay taxes, including property taxes and income taxes, while government agencies do not. Furthermore, private highways face higher borrowing costs because they must issue taxable bonds, whereas public agencies can issue tax-exempt bonds. The bottom line is that the private sector can satisfy our transportation needs if given the chance. Unfortunately, myopic policymakers are stuck in the 20th century, which is exactly where the special interests they bemoan would like them to stay.

Net Benefits

Coercion NB

Without privatization, governments will increase coercion.

Samuel, 95—freelance journalist who writes on regulatory affairs and whose work appears in Forbes and National Review (Peter, “Highway Aggravation: The Case For Privatizing The Highways”, Cato Policy Analysis, 6/27, http://www.cato.org/pubs/pas/pa-231.html)//EM
The alternative to privatization and a market solution is not the status quo but growing government control in the form of mandated employee trip reduction planning, which forces businesses, under threat of fines, to coerce their employees into riding in carpools, vans, and buses and using high-occupancy vehicle (HOV) lanes. Government officials deliberately engineer highway congestion to force more mass transit use. 

Elections NB

Privatization of transportation infrastructure is popular with the public. 
Lord 10 financial journalist, commentator and analyst (Nick, “Privatization: The road to wiping out the US deficit,” April 2012, http://go.galegroup.com.proxy.lib.umich.edu/ps/i.do?action=interpret&id=GALE%7CA225551392&v=2.1&u=lom_umichanna&it=r&p=ITOF&sw=w&authCount=1)//AM 

Public support Despite these issues, public perceptions of the monetization of infrastructure are increasingly positive, and changing directly as a result of the economic and political crises of the past few years. In June 2009 investment bank Lazard commissioned a national infrastructure poll among likely voters. The results make extremely encouraging reading for anyone involved in the infrastructure sector. [TABLE OMITTED] According to the poll results, the economy is the greatest concern for most people and as a result the "majority of likely voters want their elected officials to pursue non-traditional means of addressing their states' fiscal problems, including private investment in infrastructure". The poll went on to indicate a high level of aversion to increases in taxes and debt levels. This is mirrored by an increase in support for private investment in infrastructure. Specifically as a result of the crisis, the poll shows that support for private investment in infrastructure has increased by 9% over the past year alone, with nearly 60% of the respondents saying they favoured it, compared with 34% who opposed it. "Our poll shows that now, across the board, the US public is very supportive of bringing private capital into US infrastructure," says George Bilicic, chairman of power, utilities and infrastructure at Lazard in New York. "This really foreshadows the huge opportunities that are now here."

The American public wants better transportation infrastructure through privatization. 
Cassidy 11 managing editor of the Journal of Commerce (William, “Survey Reveals Strong Support for Infrastructure Deal,” Journal of Commerce, 2/14/11)//AM

A strong majority of Americans want better roads and bridges, but they want someone else to pay for them, according to a survey released Monday. The survey found strong support for infrastructure investment and compromise on Capitol Hill, even among Tea Party members, and for private highway funding. Half of those surveyed said roads and bridges were inadequate, and 80 percent thought infrastructure investment would boost local economies and create jobs. The poll of 1,001 registered voters found 71 percent placed a high priority on transportation improvements, but 73 percent were opposed to raising fuel taxes. Nearly half of those surveyed also thought federal fuel taxes were raised every year, when in fact they haven't risen since 1993. The respondents were much more open to privatization, with 78 percent supporting greater private investment in transportation infrastructure. However, they stressed the need for greater accountability in the funding process as well as reform and innovation if the U.S. pays for transportation infrastructure.

Voters don’t like regulation – inefficiency, bureaucracy, and unnecessary social costs

Kennedy 01 (Joseph V., “A Better Way to Regulate,” Hoover Institute, Policy Review N.109, http://www.hoover.org/publications/policy-review/article/7073//Mkoo)

AT LEAST SINCE RONALD REAGAN’S election in 1980, voters have expressed dissatisfaction with the traditional, 60 year-old model of government involvement in both the economy and society. Yet this dissatisfaction has resulted in relatively little in the way of comprehensive government reform. There is a reason for the relative unresponsiveness: the fact that regulation is allowed, and sometimes mandated, by federal statutes that poorly reflect market conditions. To significantly improve government performance, statutory reform must precede regulatory reform and must be carefully tailored to the specific market imperfections that government involvement is designed to correct. Instead, the outdated structure of government statutes often impedes the economy from adapting to new conditions. Regulation has always been important to economic and social prosperity. But it often imposes unnecessary social costs, reducing competitiveness and economic growth. Over the past few years, the broader public has begun to demand improved government efficiency. In the early 1990s, a book by David Osborne and Ted Gaebler, Reinventing Government: How the Entrepreneurial Spirit Is Transforming the Public Sector, From Schoolhouse to State House (Addison Wesley, 1992), remained on the national bestseller list for over a year. The Clinton administration engaged in a well-publicized attempt to reinvent government led by Vice President Gore’s National Performance Review. Within Congress efforts have focused primarily on regulatory reform, one of the 10 items in the House Republicans’ 1994 “Contract with America.” Although opposition has frustrated reform, congressional Republicans continue to push for key changes in regulatory procedures. These include increased use of cost/benefit analysis, compensation to property owners for the loss in value of private property due to regulation, risk analysis, peer review of agency scientific findings, and broader legal powers to challenge agency determinations in court.
Politics NB 

Privatization prevents budget disputes over transportation -- no backlash and Obama won’t have to spend capital. 

Primack, 11- Senior Editor (Dan, “Why Obama can't save infrastructure”, CNN Money, 2/17, http://finance.fortune.cnn.com/2011/02/17/why-obama-cant-save-infrastructure/)//EL
In other words, America's infrastructure needs are stuck in a holding pattern. That may be sustainable for a while longer, but at some point we need to land this plane or it's going to crash. Luckily, there is a solution: State and municipal governments should get off their collective butts, and begin to seriously move toward partial privatization of their infrastructure assets. Remember, the federal government doesn't actually own America's roads, bridges or airports (well, save for Reagan National). Instead, it's basically a piggy-bank for local governments and their quasi-independent transportation authorities. Washington is expected to provide strategic vision -- like Eisenhower's Interstate Highway System or Obama's high-speed rail initiative -- but actual implementation and maintenance decisions are made much further down the food chain. Almost every state and municipal government will tell you that it doesn't have enough money to adequately maintain its existing infrastructure, let alone build new infrastructure. And, in many cases, existing projects are over-leveraged from years of bond sales. At the same time, private investment firms are clamoring to fill the void. Nearly $80 billion has been raised by U.S.-based private equity infrastructure funds since 2003, and another $30 billion currently is being raised to focus on North American projects, according to market research firm Preqin. Each of one those dollars would be leveraged with bank debt, and none of that includes the billions more available from public pension systems and foreign infrastructure companies. For example, Highstar Capital last year signed a 50-year lease and concession agreement to operate the Port of Baltimore's Seagirt Marine Terminal. The prior year, private equity firm The Carlyle Group signed a 35-year lease to redevelop, operate and maintain Connecticut's 23 highway service areas. And in 2005, an Australian and Spanish company teamed up to lease The Chicago Skyway for $1.83 billion. That same tandem later acquired rights to the Indiana toll road. But those are exceptions to the America's transportation infrastructure rule, which says that everything should be government-owned and operated. It's a rule grounded in fears that private investors will put profits over safety, plus a hefty dose of inertia. Well, it's time for us to get over it. First, we've already established that our current system isn't working. Again, $2.2 trillion in infrastructure needs. And if you haven't seen a crumbling or rusted out bridge somewhere, then you haven't been looking. Second, it's counter-intuitive to think that a private investment firm wouldn't do everything in its power to make its transportation assets safe and efficient. Toll roads, airports and the like are volume businesses. One giant accident, and the return on investment could be irreparably harmed. This isn't to say that all of these projects will be successful -- there have been fiascos, like with Chicago's parking system -- but this is no longer a choice between private and public funding. It's a choice between private funding and woefully insufficient funding. Third, local governments have the ability to structure these leases any way they see fit. For example, the Chicago Skyway deal includes an annual engineering checkup, and the private owners are obligated to make any recommended repairs. This also goes for pricing. In a failed privatization deal for the Pennsylvania Turnpike, prospective buyers agreed to certain parameters on future toll increases. Most importantly, infrastructure privatization provides a solution to the current standoff between Obama and House Republicans -- by providing for investment to repair and maintain existing infrastructure, without requiring tax increases or enabling parochial pork. 

The CPs popular with politicians and the public. 

Mansour and Nadji 6- Chief Economist and Strategist at RREEF and Director at RREEF( Asieh and Hope, “US Infrastructure Privatization and Public Policy Issues ”, RREEF,September, http://www.irei.com/uploads/marketresearch/69/marketResearchFile/Infr_Priv_Pub_Policy_Issues.pdf)//EL 

Of the above-mentioned factors, the ability to provide infrastructure without sizeable public funding and the ability to generate cash through a sale of an asset are the most appealing to government officials and politicians. Because voters are highly resistant to increased taxes and higher public debt at all levels of government, opportunities to shift costs from the public to the private sector are appealing. Canada has been at the forefront of this movement toward privatization in North America, with infrastructure becoming a mainstream asset class that attracts investor capital. Longduration infrastructure investments are especially appealing to pension funds, which have long-dated liabilities.

Privatizations bipartisan -- the CP doesn’t create a political fight. 
Orski, 8 [C. Kenneth, Editor and Publisher, Innovation Briefs, http://news.heartland.org/newspaper-article/2008/07/01/private-investment-tolls-will-play-increasing-role-funding-tomorrows-tr, “Private Investment, Tolls Will Play an Increasing Role in Funding Tomorrow's Transportation Infrastructure”, Accessed Jun 19, //SH]
House Speaker Nancy Pelosi (D-CA) agrees. "Private investment is playing an increasingly larger role in public infrastructure," she observed in an address before a Regional Plan Association luncheon on April 18. "Innovative public-private partnerships are appearing around the country, bringing much-needed capital to the table. "It is important to ensure that the public interest is well-served in public-private partnerships, since they are here to stay and likely to grow in importance," Pelosi continued. "User fees will continue to play a major role in financing many types of infrastructure. Reliance on tolls for transportation funding is likely to continue and expand.." U.S. Secretary of Transportation Mary Peters also has been a longstanding advocate of public-private partnerships. "Unleashing the investment locked in the private sector by partnering with business is the most efficient path to the transportation future this country needs and deserves," she told an audience of Arizona contractors in February. It's a message she and her senior staff have conveyed many times before and since. Using the leverage of private capital to supplement public funding also lies behind the proposal by Senators Christopher Dodd (D-CT) and Chuck Hagel (R-NE) for a National Infrastructure Bank (S.1926) The proposal would establish "a unique and powerful public-private partnership," Dodd said in his opening statement at a March 11 hearing on the bill, held by the Senate Committee on Banking, Housing and Urban Affairs. "Using limited federal resources, it would leverage the significant resources and innovation of the private sector. It would tap the private sector's financial and intellectual power to meet our nation's critical structural needs." 

A2 Unions 

CP avoids politics -- even the unions are coming around to privatization. 
Lord 10 financial journalist, commentator and analyst (Nick, “Privatization: The road to wiping out the US deficit,” April 2012, http://go.galegroup.com.proxy.lib.umich.edu/ps/i.do?action=interpret&id=GALE%7CA225551392&v=2.1&u=lom_umichanna&it=r&p=ITOF&sw=w&authCount=1)//AM 

The change in public perception will underpin the development of the market. However, interest groups still need persuading. And the most vociferous interest group that has opposed privatized infrastructure is the unions. Unions have traditionally relied on state and local provision of infrastructure as a way to secure jobs and contracts for their members. And this cosy relationship between politicians and unions has stymied many infrastructure deals in the past. Yet even the unions are now showing signs of coming around to the idea of privatized infrastructure. The unions not only control jobs and contracts but also large amounts of capital through their investment pools. This money has increasingly been finding its way into infrastructure funds: while the unions might complain about jobs losses, they still want to benefit financially from privatized infrastructure. Nick Butcher at Macquarie says that a quarter of the assets of the $4 billion, North American-focused Macquarie Infrastructure Partners Fund has come from union pension funds. The unions are even co-investing directly in infrastructure deals in a way that would have been unthinkable three years ago. In November 2009, Carlyle closed a $178 million deal to buy and then develop 23 highway service stations in Connecticut in a transaction in which it co-invested with the Service Employees International Union (SEIU). The support of the union, logistically and financially, was crucial to its success. "We are proud to be part of this important project, which will benefit our state and create good jobs for our members," said Kurt Westby, the SEIU's regional chairman, at the time of the deal. This deal is small but has been seen by the market as a new model for winning over sceptical unions in a way that can be replicated in future deals. Along with these co-investment opportunities, new investment vehicles are being developed that specifically target union investment.

Tax Cuts NB

Public sector financing is inefficient and forces higher taxes -- privatization solves and facilitates significant tax cuts. 

Rodrigue 09- Ph.D. in Transport Geography from the Université de Montréal( Jean-Paul, “The Geography of Transport Systems”, Chapter 7, Hofstra University, http://people.hofstra.edu/geotrans/eng/ch7en/appl7en/ch7a2en.html)//EL

Fiscal problems. The level of government expenses in a variety of social welfare practices is a growing burden on public finances, leaving limited options but divesture. Current fiscal trends clearly underline that all levels of governments have limited if any margin and that accumulated deficits have led to unsustainable debt levels. The matter becomes how public entities default on their commitments. Since transport infrastructures are assets of substantial value, they are commonly a target for privatization. This is also known as “monetization” where a government seeks a large lump sum by selling or leasing an infrastructure for budgetary relief. High operating costs. Mainly due to managerial and labor costs issues, the operating costs of public transport infrastructure, including maintenance, tend to be higher than their private counterparts. Private interests tend to have a better control of technical and financial risks, are able to meet construction and operational guidelines as well as providing a higher quality of services to users. If publicly owned, any operating deficits must be covered by public funds, namely through cross-subsidies. Otherwise, users would be paying a higher cost than a privately managed system. This does not provide much incentives for publicly operated transport systems to improve their operating costs as inefficiencies are essentially subsidized by public funds. High operating costs are thus a significant incentive to privatize. Cross-subsidies. Several transport infrastructures are subsidized by revenues from other streams since their operating costs cannot be compensated by existing revenue. For instance, public transport systems are subsidized in part by revenues coming from fuel taxes or tolls. Privatization can thus be a strategy to end cross-subsidizing by taping private capital markets instead of relying on public debt. The subsidies can either be reallocated to fund other projects (or pay existing debt) or removed altogether, thus reducing taxation levels.
Tax cuts are critical to economic growth. 

Merola 08 – President of Red Momentum Strategies, LLC, a conservative political strategy and communications company in Washington, DC. (Christopher, “A True Economic Stimulus Package”, Town Hall, April 23, 2008, http://townhall.com/columnists/christophermerola/2008/04/23/a_true_economic_stimulus_package/page/full/, Callahan)

If supply-side economics can transform dictatorships, just imagine what it can do in our nation’s economy. In fact, there are four examples in American history where supply-side economics transformed our nation’s economy. In the 1920’s, President Calvin Coolidge cut tax rates by such a large degree, the economy soared and the standard of living improved for Americans by and large. This period was called the “roaring twenties.” Ironically, it was demand-side economic policies advocated by Keynes that brought a halt to the roaring twenties. Many people today believe that the New Deal policies of FDR and the Democrats of the 1930’s ended the Great Depression. Actually, the Great Depression was made to be even more severe by the Keynesian policies of our government in the 1930’s. During that time federal spending tripled in order to pay for new programs and expand existing ones. The result was a 27% drop in the nation’s Gross Domestic Product. This means the business community was producing a lot less product and subsequently hiring fewer personnel. Those tax and spend policies actually took more capital away from the private sector, thus perpetuating the economic woes of the nation. What the nation needed then more than any time in our history was more private capital to stimulate the economy. That is why tax cuts are so crucial to economic growth; they allow more capital to flow through the economy and create more products and jobs as a result. Still not convinced? In the 1960’s, President John Kennedy used supply-side economic policies to stimulate our economy through income tax rate cuts and the economy soared. The GDP grew by 50.5% as a result. In the 1980’s, Ronald Reagan used supply-side economic policies to cut income tax rates and again the economy exploded, leading to economic growth every month for seven years in a row. Once again, it was Keynesian policies that stopped that economic growth when George H. W. Bush broke his campaign promise to not raise taxes and signed a Democrat tax increase bill. The result was an economic recession. In 2003, President George W. Bush, along with a newly elected Republican majority in both houses of Congress, cut income tax rates and the nation’s economy grew immediately by 4.4%. It is interesting to point out that the rebate checks and tax cuts of 2001 helped grow the economy by only 1.9%. Clearly, cutting taxes on income, business, trade and investment yields a much greater return for the American people than rebate checks. Thus, a true stimulus package would contain cuts in income tax rates, the corporate tax rate so our nation’s business community can compete in a global market, a cut in the capital gains and dividend tax rates to encourage more investment in the economy and a repeal of the inheritance tax, which is sometimes called the “death tax.”

Exts – Tax Cuts K/T Growth 
Tax relief is key to economic recovery. 
Moore 01 - Cato Institute's director of fiscal policy studies and senior fellow (Stephen, “Cato’s Handbook for Congress, 107-108, MMarcus)

Very few Americans would argue with the proposition that our current tax code is arcane and anachronistic. The American public wants a tax code that is fair, simple, and pro-growth. The current system fails miserably on each of those counts. The source of the problem is the income tax itself. The past several rounds of "tax reform" should have taught us that the income tax cannot be fixed or simplified. It must be scrapped entirely. The Cato Institute has published a plan that calls for replacing the personal income tax, the corporate income tax, the estate tax, and the capital gains tax with a simple flat rate national retail sales tax. The incoming Ways and Means Committee chairman, Bill Archer of Texas, has cited the need for just such a fundamental restructuring of our tax system. Replacement of the income tax would immediately jump-start the U.S. economy. The rate of savings, investment, and capital formation would be positively promoted. For the typical American worker who has suffered stagnant real wages over recent years, the abolition of the income tax would be the single most effective way to raise the standard of living, for both this generation and future generations. More important, if the GOP is genuinelycommitted to the idea that the federal government is too big, too costly, and too intrusive in the lives of American families and businesses, then it must close down the Internal Revenue Service. The IRS is the belly of the beast of big government. To that end, Congress should • abolish the capital gains tax, • outlaw the passage of all retroactive taxes, • end the withholding tax, • send an annual tax disclosure form to all taxpayers, • require a supermajority vote to raise taxes • enact a flat tax, • replace the income tax with a national sales tax

Taxes decrease economic productivity -- multiple reasons. 
Bernholz, 86. Professor emeritus at Basel University, Switzerland. His work focuses on monetary economics, real capital theory, and public choice. He is a member of the Academic Advisory Board of the German Minister of Economics. (Peter, “Growth of Government, Economic Growth and Individual Freedom”, Journal of Institutional and Theoretical Economics, JSTOR, Callahan)
Let us begin with some conclusions drawn from existing economic theory. What is the likely outcome if the difference between gross and net wage rates that is composed by deductions for income and social security taxes becomes greater and greater? What are the probable consequences of higher and higher differences between the gross and net earnings of capital such as profits, divi- dends and interest? What are the consequences of increasing marginal income tax rates, of higher and higher rates of value added tax or of other indirect taxes? Lack of space obviously prevents a thorough discussion of these pro- blems. But several conclusions seem to be warranted. Firstly, it becomes relati- vely more and more rewarding under these conditions to expend time and effort in reducing the tax burden and in attempting to gain welfare benefits instead of doing productive work. Secondly, productive work which can escape taxation, i.e. the underground economy, tends to be more and more attractive; the benefits become greater and greater compared to the risks involved. Third- ly, at given gross rates of profit and interest, saving and investment become less and less attractive relative to consumption. Moreover, much saving will be invested unproductively in precious metals, works of art, private homes and other property in order to gain speculative profits, which are either not taxable or taxable at lower rates or which are more difficult to tax. Finally, risky investments in projects aiming at product and process innovation will decline, since the high profits arising if the project is successful will be taxed at high marginal tax rates, whereas the losses which may be incurred if the project fails can only be deducted from profits for a limited period of time. The conclusion is therefore that an increasing tax burden has a tendency to reduce saving and investment, especially risky investments which are most innovative and productive. A diversion of resources into conspicuous con- sumption and unproductive assets is encouraged, more labor is expended in efforts to reduce the taxes paid and to secure welfare benefits and in lines of production where lower or no taxes are effective. It follows that a misalloca- tion of resources and lower and less productive investment must be expected to occur whenever state activity increases substantially in market economies.
Tax cuts are an empirically successful method for spurring growth. 
Investopedia 10 - Investopedia is one of the Internet's largest sites devoted entirely to investing education. The site was started by Cory Janssen and Cory Wagner in June 1999 as an unbiased investing resource.[1] Based in Edmonton in Alberta, Canada, the site has become a well-respected source for financial information. (“Do Tax Cuts Stimulate The Economy?” Investopedia.com, June 23, 2010, http://www.investopedia.com/articles/07/tax_cuts.asp#axzz1ypoVooo1, Callahan)

Tax Cuts and the Economy Tax cuts, when used properly, have stimulated the economy. Many credit President George W. Bush's tax cuts for moving the economy out of recession. Similarly, in 1964, Congress enacted an 18% cut in personal taxes to spur growth. The legislation was designed to encourage consumer spending - many believe that it succeeded admirably as consumers delivered a textbook reaction. According to a December 2004 article in Celtia.info, a magazine distributed in Celtic countries, tax cuts have also shown positive results in other countries as well. Ireland's recent tax cuts are believed to have improved living standards significantly. For years, the Irish were faced with high unemployment, budget deficits and high taxes. In 1986, Ireland faced a fiscal crisis. After reducing government spending, the government lowered taxes on both individuals and corporations. Over the next 13 years, Ireland's per capita income went from only 63% of the United Kingdom's average to besting it in 2000. Ireland now enjoys one of the highest standards of living in Europe. According to a May 2007 article in the Herald Tribune, tax cuts in Poland, Slovakia and Hungary before their entry in the EU have spurred economic growth in those countries.

State Budgets NB

Federal mandates strain state resources -- only the CP solves. 

Mansour and Nadji 6- Chief Economist and Strategist at RREEF and Director at RREEF( Asieh and Hope, “US Infrastructure Privatization and Public Policy Issues ”, RREEF,September, http://www.irei.com/uploads/marketresearch/69/marketResearchFile/Infr_Priv_Pub_Policy_Issues.pdf)//EL 

Two significant trends are driving the movement towards privatization. First, governments at all levels are strained for financial resources. Privatization is a means for providing needed and popular infrastructure without further straining the public budget. Second, the private markets are capital rich, seeking to invest increasing quantities of capital at attractive risk-adjusted yields. Investment in privatized infrastructure can offer attractive opportunities. The federal government traditionally has heavily funded much of the infrastructure currently targeted for privatization. During the past few decades, efforts to reign in the federal budget have resulted in declining resources for roads, bridges, airports, seaports, and water systems. These budget reductions have impacted both capital and maintenance costs. As a result, these burdens have shifted to state and municipal budgets. Increasing revenue at the state and local levels, however, is politically very difficult. Thus, privatization is viewed as a mechanism for providing infrastructure without negatively impacting a state or municipal government’s fiscal position. Over the past decade, it has been the regional governments in the US that faced severe fiscal pressures that have predominantly privatized. This issue impacts both capital costs of developing new infrastructure and maintenance costs for older infrastructure. Infrastructure investment needs in the US fall into two basic categories. The first involves growth areas, including booming new suburbs and areas of regional growth, such as the southern and western portions of the nation. The needs in these areas are for capital to develop infrastructure to support this growth. With federal funds more limited, states and municipalities need to be more creative in financing these needs. Privatization of the new infrastructure is an obvious solution.
<<insert impact>>
UQ – State Budgets

State budgets are being squeezed --  high levels of unemployment. 
The Williams Reports 6/20/12 (“State Budget Update 6/20/12, The Williams Report, http://www.statebudgetsolutions.org/the_williams_report/detail/state-budget-update-june-20-2012//Mkoo)
Tax Foundation: Collapsing Unemployment Insurance Systems reports record high levels of unemployment and law reserve funds, placing pressure on federal-state unemployment insurance (UI) tax and benefit system. Between 2008-2011, $174 billion was paid in, while $450 billion was paid out in unemployment taxes. Over the past three years, 34 states exhausted their UI trust funds and borrowed from the federal government, although some states already begun repaying those loans, and are not expected to for several years. Taxfoundation.com. June 6, 2012.

UQ – State Education Budgets

Education is being cut now – budgets are tight

Luhby, 12. Writer for CNNMoney. (Tami, “Economic recovery skips the classroom”, CNNMoney, March 27, 2012, http://money.cnn.com/2012/03/27/news/economy/education-budget-cuts/index.htm, Callahan)

NEW YORK (CNNMoney) -- Don't tell school districts that the economy is picking up. Many are still too busy figuring out how they are going to teach their students with diminished resources. More than eight in 10 districts say they are inadequately funded, and more than half anticipate a decrease in state and local revenues for the coming school year, according to a recent survey from the American Association of School Administrators. Even in districts where state aid is stabilizing, local funding is shrinking or costs are rising faster than revenues. Many are only now feeling the effects of the housing bust as towns lower property assessments, which affects the property tax revenues that many schools depend on.
Additional budget cuts ensure lower income students can’t go to college. 
Coleman et al 11 Assistant Professor, Department of Information Systems (Phillip D., “The Pros and Cons of Education Budget Cuts: An Investigative Study,” 2011, http://aabri.com/SA12Manuscripts/SA12015.pdf)//AM
Furthermore, with the increase in budget cuts to education comes an increase in costs to parents. This increase is felt across all educational levels from Kindergarten through PostSecondary education. With state post-secondary educational institutes also feeling the wrath of cuts, many have increased tuition prices. With lower Pell Grant availability down $3 billion in 2011 (USDOE, 2010) and the tuition increases many universities are employing, there exists an increase to parental/student funding. For low income families this may mean an inability to obtain a higher education due to a lack of funding opportunities. 
Loss of federal funding is putting state education on the brink. 

Kiley, 11 – covers management and finance for Inside Higher Ed. He joined Inside Higher Ed in April 2011. A North Carolina native, he graduated from the University of North Carolina at Chapel Hill in 2010 with a degree in political science and journalism. (Kevin, “When the Well Runs Dry”, Inside Higher Ed, March 9, 2011, http://www.insidehighered.com/news/2011/05/09/report_about_stimulus_funding_hints_at_states_where_budget_problems_will_emerge, Callahan) 
With the end of fiscal year 2011 approaching, and with it the deadline for states to spend the federal stimulus funds for education, budget holes that were once masked by federal money are beginning to emerge. A report by the New America Foundation released Friday explores how states distributed the education components of the State Fiscal Stabilization Fund, part of the stimulus package designed to help states fill gaps in state spending. The report also helps illuminate where stimulus money helped hide major state budget cuts to higher education and the states where major battles over college funding are emerging. The fiscal stabilization fund -- a total of about $48.6 billion distributed to states on the basis of population for distribution during fiscal years 2009-11 -- was designed to minimize cuts to education at the state level, and accomplished that goal in many states. But the fund's parameters might now lead to exacerbated problems in some states, since state revenue has not yet fully recovered to pre-recession levels. "When the State Fiscal Stabilization Fund runs out at the end of fiscal year 2011, states will no longer have federal funding to support higher education budget gaps," the report states. "It is unclear whether many states will be able to restore higher education funding to 2008 or 2009 levels without further assistance from the federal government." In order to receive the stimulus funding, which for most states amounted to several hundred million dollars each, lawmakers had to distribute the money at a rate that was proportional to any cuts they made to K-12, the report notes. Because federal lawmakers did not want states simply diverting money from education to patch other holes in their budget, and then fill the education hole with federal money, the law also required states to demonstrate "maintenance of effort," which meant that spending levels could not drop below what was spent in 2006. That provision opened up the ability for states to reallocate dollars away from education and mask it with federal money. "By allowing states to cut their funding for education to 2006 levels regardless of the severity of the budget shortfalls they were facing, the maintenance of effort provision enables states with minimal budget shortfalls to cut their funding for K-12 and higher education by more than the amount necessary to balance their budgets," the report states. "As a result, these states were and are able to shift state spending that otherwise would have been used for K-12 and higher education to areas of their budgets and replace those state funds with federal Education Stabilization dollars." Many of the report's findings are somewhat predictable. States spent a majority of stimulus money in 2010, the first full budgeting year it was available. Because K-12 education tends to comprise a larger component of most states' budgets than higher education, most states made a higher proportion of cuts and spent a higher proportion of their stimulus money in the K-12 sector. In total, about 79 percent of the money went to K-12 education and 21 percent went to higher education. But a handful of states -- notably Colorado, Nevada, and Louisiana -- overwhelmingly put the federal money into higher education, meaning they made large cuts to public colleges and universities. In 2009, Colorado spent $682 million on higher education, which was augmented by $151 million in stimulus money. When it cut state support to $448 million in 2010, it patched the hole with $382 million from the federal fund. Similarly, Louisiana, which spent $1.7 billion and no stimulus money on higher education in 2009, slashed its education budget by more than $400 million in 2010 and partially filled that hole with about $190 million in stimulus money. For fiscal year 2011, when it cut another $90 million from the state's colleges and universities, it spent another $290 million in stimulus money. Those states, along with numerous others, are now grappling with how to make up for such cuts. Some officials also worry that the elimination of the "maintenance of effort" standard that accompanied the federal money will lead states to slash education budgets further than before. A separate stimulus initiative that pertains to K-12 education but keeps the "maintenance of effort" standard for higher education spending extends through one more fiscal year, so colleges have at least a year before they have to worry about that.

UQ – State Police Budgets

Crime rates are dropping fast -- smart policework -- multiple impacts. 

Lane 11 columnist for the Washington Post (Charles, “Taking a bite out of crime,” 12/26/11, http://www.npr.org/2012/01/03/144627627/falling-crime-rates-challenge-long-held-beliefs)//AM
The most important social trend of the past 20 years is as positive as it is underappreciated: the United States’ plunging crime rate. Between 1991 and 2010, the homicide rate in the United States fell 51 percent, from 9.8 per 100,000 residents to 4.8 per 100,000. Property crimes such as burglary also fell sharply during that period; auto theft, once the bane of urban life, dropped an astonishing 64 percent. And FBI data released Dec. 19 show that the trends continued in the first half of 2011. With luck, the United States could soon equal its lowest homicide rate of the modern era: 4.0 per 100,000, recorded in 1957. To be sure, the United States is still more violent than Europe or Canada, and that’s nothing to brag about. But this country is far, far safer than it was as recently as the late 1980s, when the movie “Robocop,” set in a future dystopia of rampant urban mayhem, both expressed and exploited the public’s belief that criminals ruled the streets — and always would. We are reaping a domestic peace dividend, and it can be measured in the precious coin of human life. Berkeley criminologist Franklin E. Zimring has found that the death rate for young men in New York today is half what it would have been if homicides had continued unabated. The psychological payoff, too, is enormous. Only 38 percent of Americans say they fear walking alone at night within a mile of their homes, according to Gallup, down from 48 percent three decades ago. For my teenage son and his classmates, dread of crime is far less prevalent than it was in my generation. Indeed, other than showing him “Robocop,” I don’t know how to make my kid understand the anxieties we once took for granted. Lower crime rates also mean one less source of political polarization. In August 1994, 52 percent of Americans told Gallup that crime was the most important issue facing the country; in November 2011, only 1 percent gave that answer. Think political debate is venomous now? Imagine if law and order were still a “wedge issue.” Did I mention the economic benefits? Safe downtowns draw more tourists for longer stays. Fewer car thefts mean lower auto insurance rates. Young people who don’t get murdered grow up to produce goods and services. Plunging crime rates also debunk conventional wisdom, left and right. Crime’s continued decline during the Great Recession undercuts the liberal myth that hard times force people into illegal activity — that, like the Jets in “West Side Story,” crooks are depraved on account of being deprived. Yet recent history also refutes conservatives who predicted in the early 1990s that minority teenage “superpredators” would unleash a new crime wave. Government, through targeted social interventions and smarter policing, has helped bring down crime rates, confirming the liberal worldview. Yet solutions bubbled up from the states and municipalities, consistent with conservative theory. Contrary to liberal belief, incarcerating more criminals for longer periods probably helped reduce crime. Contrary to conservative doctrine, crime rates fell while Miranda warnings and other legal protections for defendants remained in place.
Exts – CP Solves State Budgets

CP alleviates state budget issues and increases efficiency. 

Shane, 5 Under Secretary for Policy in the U.S. Department of Transportation (Jeffrey, “TRANSPORTATION INFRASTRUCTURE AND THE PRIVATE SECTOR,” speech from the 46th Annual Transportation Research Forum, 3/7/05, http://ostpxweb.dot.gov/s-3/Data/TRF%20Annual%20Meeting%20(3-05).pdf)//AM 
There are some signs out there, however, that we may be moving towards an important inflection point in transportation policy. If these indications are in fact a harbinger of things to come, we may be closing in on a new consensus that would call for a substantially increased role for private sector financing of transportation infrastructure. It’s not hard to understand the motivation – a combination of increasing congestion and uncertainty about the sustainability of traditional sources of funding. As a result, state and local governments have been actively searching for new ways to fund infrastructure expansion in an effort to meet rising demand without having to raise taxes. There aren’t very many examples, but the ones we have seen have enjoyed real success. These projects follow a model used widely in other countries whereby the government awards a concession to a private sector firm to build or improve a highway, bridge, transit, or railway line. The private sector firm pays the government for the concession and gets to keep the revenues. 
State budget pressures force education cuts and police cuts --  the CP solves. 

Cox and Utt 11- Cox, a Visiting Fellow in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation. Ronald D. Utt, Ph.D., is Herbert and Joyce Morgan Senior Research Fellow in the Roe Institute. (Wendell and Ronald,“Using Market Processes to Reform Government Transportation Programs, Report No. 2: Improving Transit with Competitive Contracting” The Heritage Foundation, July 7, http://thf_media.s3.amazonaws.com/2011/pdf/wm3312.pdf)//EL

America’s transit systems confront serious financial challenges that will force them to raise fares and reduce service unless they can get better control of their costs. Carrying less than 5 percent of commuters and less than 2 percent of all urban travel and concentrated primarily in large urban areas, these faltering systems will be seeking ever-higher subsidies at a time when hard-pressed state and local governments are laying off teachers and police and the U.S. Congress is contemplating significant cuts in all transportation programs.

If public transportation is to remain viable, it must completely rethink the way it operates.
The CP allows states to focus on other budget priorities -- avoids tax increases. 

Hoover Institute, 96 (“Abuses and Usurpations: The GOP Congress thwarts Indianapolis reform,”  3/1/96 http://www.hoover.org/publications/policy-review/article/7608//Mkoo)
By cutting counterproductive federal regulations, urban areas could spend their resources on more pressing concerns such as crime and stifling tax rates. Says Mayor Goldsmith, "Our fiercest competition for jobs and growth is not Chicago, Cleveland, or Atlanta, it is the 100 miles of rural, low-tax communities that surround us." Too bad Congress is ensuring this competition is one-sided.

State Budgets Impact – Competitiveness 

State university cuts destroy competitiveness. 
Roller, 12. Reporter for the Chronicle of Higher Education, cites a study by the National Science Foundation. (Emma, “State Budget Cuts for Research Universities Imperil Competitiveness, Report Says”, Chronicle of Higher Education, http://chronicle.com/article/State-Budget-Cuts-for-Research/130369/, Callahan)

States have cut funds for public research universities by 20 percent in constant dollars from 2002 to 2010, according to a report issued on Tuesday by the National Science Foundation. The report, "Science and Engineering Indicators 2012," is a compendium almost 600 pages long of scientific trends in the United States and around the world. The agency releases such data every two years. The findings in this year's report demonstrate a continuing trend in scientific innovation. While countries like China and India have increased their spending on technology and education, the United States has found itself hamstrung by a weakened economy since 2008. Adjusted for inflation, the drop in state funds for the top 101 public research universities in the United States from 2002 to 2010 was 10 percent, with nearly three-quarters of the universities losing some state support. Despite those drops in state financing, enrollment at research institutions continued to grow. State funds per enrolled student dropped from $10,195 in 2002 to $8,157 in 2010, in constant dollars. "Following the two recessions that bookended the past decade, states had serious budget shortfalls," Ray M. Bowen, chairman of the National Science Board, said in a written statement. "But the decline in support for postsecondary education, especially public research universities, is a cause for great concern as we examine the condition of U.S. global competitiveness." The board is the governing body for the foundation. The report also says that Asia is quickly outpacing the United States in the number of science and engineering degrees awarded. China, in particular, has seen an explosion in the number of students studying engineering. In 2008 students in the United States earned approximately 4 percent of the world's engineering degrees, while students in Asia accounted for 56 percent of the degrees. Almost one-third of all undergraduate degrees earned in China were in engineering.

Declines in competitiveness cause multipolarity that results in war -- universities are key. 
Khalilzad, 11 United States ambassador to Afghanistan, Iraq, and the United Nations during the presidency of George W. Bush and the director of policy planning at the Defense Department from 1990 to 1992 (Zalmay, “The Economy and National Security,” The National Review, 2-8, http://www.nationalreview.com/articles/259024/economy-and-national-security-zalmay-khalilzad)
We face this domestic challenge while other major powers are experiencing rapid economic growth. Even though countries such as China, India, and Brazil have profound political, social, demographic, and economic problems, their economies are growing faster than ours, and this could alter the global distribution of power. These trends could in the long term produce a multi-polar world. If U.S. policymakers fail to act and other powers continue to grow, it is not a question of whether but when a new international order will emerge. The closing of the gap between the United States and its rivals could intensify geopolitical competition among major powers, increase incentives for local powers to play major powers against one another, and undercut our will to preclude or respond to international crises because of the higher risk of escalation. The stakes are high. In modern history, the longest period of peace among the great powers has been the era of U.S. leadership. By contrast, multi-polar systems have been unstable, with their competitive dynamics resulting in frequent crises and major wars among the great powers. Failures of multi-polar international systems produced both world wars. American retrenchment could have devastating consequences. Without an American security blanket, regional powers could rearm in an attempt to balance against emerging threats. Under this scenario, there would be a heightened possibility of arms races, miscalculation, or other crises spiraling into all-out conflict. Alternatively, in seeking to accommodate the stronger powers, weaker powers may shift their geopolitical posture away from the United States. Either way, hostile states would be emboldened to make aggressive moves in their regions. As rival powers rise, Asia in particular is likely to emerge as a zone of great-power competition. Beijing’s economic rise has enabled a dramatic military buildup focused on acquisitions of naval, cruise, and ballistic missiles, long-range stealth aircraft, and anti-satellite capabilities. China’s strategic modernization is aimed, ultimately, at denying the United States access to the seas around China. Even as cooperative economic ties in the region have grown, China’s expansive territorial claims — and provocative statements and actions following crises in Korea and incidents at sea — have roiled its relations with South Korea, Japan, India, and Southeast Asian states. Still, the United States is the most significant barrier facing Chinese hegemony and aggression. Given the risks, the United States must focus on restoring its economic and fiscal condition while checking and managing the rise of potential adversarial regional powers such as China. While we face significant challenges, the U.S. economy still accounts for over 20 percent of the world’s GDP. American institutions — particularly those providing enforceable rule of law — set it apart from all the rising powers. Social cohesion underwrites political stability. U.S. demographic trends are healthier than those of any other developed country. A culture of innovation, excellent institutions of higher education, and a vital sector of small and medium-sized enterprises propel the U.S. economy in ways difficult to quantify. Historically, Americans have responded pragmatically, and sometimes through trial and error, to work our way through the kind of crisis that we face today.
State Budgets Impact – Crime

Cutting police forces spikes crime rates. 

Johnson and Jackson 11 USA Today reporters, quoting Joe Biden (Kevin and David, “Economic woes take toll on U.S. police departments,” 10/24/11, http://www.usatoday.com/news/washington/story/2011-10-23/jobs-lost-economic-woes-hit-police-budgets/50885474/1)//AM
"When you drastically cut the number of police in cities, which is happening all across America, crime goes up,'' Biden said Sunday on CNN's State of the Union. "That is a fact … It's that simple. It's not an ideological point. It's not a political point. It's just a physical reality. "When the economy tanks, when foreclosures increase exponentially, when homes get abandoned, drug outfits move in, arsons go way up," Biden said. "That causes a spiral. That drives down revenue available for the cities and counties. They lay off more cops. The more cops who are laid off, the more crime that occurs."

State Budget Impact – Econ 

Further pressure on state budgets wrecks economic recovery --  they’re on the brink. 

Johnson, et al, 11. Johnson serves as Vice President for State Fiscal Policy at the Center on Budget and Policy Priorities, a Washington, D.C-based research and policy institute. Oliff and Williams – specialize in Federal-State Issues, and State Budgets. (Nick, Phil, and Erica, “An Update on State Budget Cuts”, Center on Budget and Policy Priorities, February 9, 2011, http://www.cbpp.org/cms/index.cfm?fa=view&id=1214, Callahan)

With tax revenue still declining as a result of the recession and budget reserves largely drained, the vast majority of states have made spending cuts that hurt families and reduce necessary services. These cuts, in turn, have deepened states’ economic problems because families and businesses have less to spend. Federal recovery act dollars and funds raised from tax increases have greatly reduced the extent, severity, and economic impact of these cuts, but only to a point. And federal aid to states is slated to expire well before state revenues have recovered. The cuts enacted in at least 46 states plus the District of Columbia since 2008 have occurred in all major areas of state services, including health care (31 states), services to the elderly and disabled (29 states and the District of Columbia), K-12 education (34 states and the District of Columbia), higher education (43 states), and other areas. States made these cuts because revenues from income taxes, sales taxes, and other revenue sources used to pay for these services declined due to the recession. At the same time, the need for these services did not decline and, in fact, rose as the number of families facing economic difficulties increased. These budget pressures have not abated. Because unemployment rates remain high — and are projected to stay high well into next year — revenues are likely to remain at or near their current depressed levels. This has caused a new round of cuts. Based on gloomy revenue projections, legislatures and governors have enacted budgets for the 2011 fiscal year (which began on July 1, 2010 in most states). In many states these budgets contain cuts that go even further than those enacted over the past two fiscal years. Cuts to state services not only harm vulnerable residents but also worsen the recession — and dampen the recovery — by reducing overall economic activity. When states cut spending, they lay off employees, cancel contracts with vendors, reduce payments to businesses and nonprofits that provide services, and cut benefit payments to individuals. All of these steps remove demand from the economy. For instance, at least 44 states and the District of Columbia have reduced overall wages paid to state workers by laying off workers, requiring them to take unpaid leave (furloughs), freezing new hires, or similar actions. State and local governments have eliminated over 400,000 jobs since August 2008, federal data show. Such measures are reducing not only the level and quality of services available to state residents but also the purchasing power of workers’ families, which in turn affects local businesses and slows recovery.

State Budget Impact – Kills Stimulus 

State budget pressures kill the effectiveness of federal stimulus policies -- turns the case. 

Wharton, 09. University of Pennsylvania Department. (“Not With the Plan: State Budget Woes Create a Black Hole for U.S. Stimulus Funds”, University of Pennsylvania, August 5, 2009, http://knowledge.wharton.upenn.edu/article.cfm?articleid=2309, Callahan)

From California to Connecticut, the global recession has squeezed state finances, forcing many state governments to slash services, raise taxes or find unusually creative ways to close the gap. The widespread budget shortfalls -- expected to continue through at least 2011 -- threaten to put a drag on the nation's economic recovery and undermine President Obama's stimulus plan, according to Wharton faculty and other experts. Indeed, much of the more than $230 billion that the federal government sent to the states to stimulate their economies over the next two years is instead being used to balance budgets. "The states aren't really playing the game like Obama hoped they would," says Wharton finance professor Robert Inman. "The dire condition of many states is a direct result of the financial crisis," according to Wharton finance professor Itay Goldstein. "States depend on tax revenues, which decline in times of crisis due to rising unemployment, lower salaries, less spending, etc. Also, states depend on the credit market to smooth cash availability. [The credit] market has been in a freeze during the crisis, and this makes it more difficult to get financed. You combine these factors ... and you get difficult times for states, just like for firms and individuals." At least 48 states either addressed or still face shortfalls totaling $163 billion in their budgets for fiscal year 2010, according to a recent report from the Center on Budget and Policy Priorities, a Washington, D.C.-based research center. A month after July 1, when the fiscal year in most states began, five states -- Arizona, Connecticut, Michigan, North Carolina and Pennsylvania -- remained deadlocked over how to balance their budgets. At least a dozen more states discovered billions in new shortfalls almost immediately after passing their budgets. If projections are correct, the pain for most states won't end anytime soon. The National Conference of State Legislatures (NCSL), a Denver-based bipartisan organization that serves state lawmakers and their staffs, estimates that the cumulative state budget shortfall for fiscal years 2008 through 2012 could top $348.2 billion. Cliff Diving in 2011 "Many states say they are looking at a cliff in 2011 because they know [the federal stimulus funding they will have received from the American Recovery and Reinvestment Act of 2009] will be gone, and they do not expect state revenue performance to rebound strongly enough to make up the difference," the NCSL reports in its recent State Budget Update for July 2009. "Many states are looking at a minimum of four to five consecutive years of deep fiscal problems."
State Budgets NB – A2 Federal Govt Control 

Federal action still relies on states for implementation -- wrecks state budgets and prevents them from focusing on other priorities.  

Primack, 11- Senior Editor (Dan, “Why Obama can't save infrastructure”, CNN Money, 2/17, http://finance.fortune.cnn.com/2011/02/17/why-obama-cant-save-infrastructure/)//EL
Luckily, there is a solution: State and municipal governments should get off their collective butts, and begin to seriously move toward partial privatization of their infrastructure assets. Remember, the federal government doesn't actually own America's roads, bridges or airports (well, save for Reagan National). Instead, it's basically a piggy-bank for local governments and their quasi-independent transportation authorities. Washington is expected to provide strategic vision -- like Eisenhower's Interstate Highway System or Obama's high-speed rail initiative -- but actual implementation and maintenance decisions are made much further down the food chain. Almost every state and municipal government will tell you that it doesn't have enough money to adequately maintain its existing infrastructure, let alone build new infrastructure. And, in many cases, existing projects are over-leveraged from years of bond sales. At the same time, private investment firms are clamoring to fill the void.
Privatization CP – Sectors 

Airports CP

1NC – CP 

TEXT: The United States Federal Government should phase out its airport infrastructure investment, privatize the air traffic control system, repeal all regulations that prevent airports from being privately owned and operated, and repeal all laws that prevent foreign airlines from flying domestic routes in the United States. 

The CP solves the case and removes critical federal regulations -- spurs private sector development. 

Van Doren, 3--PhD from Yale, editor of the quarterly journal Regulation, has taught at Princeton, Yale and the University of North Carolina at Chapel Hill, former postdoctoral fellow in political economy at Carnegie Mellon University (Peter, “HANDBOOK FOR CONGRESS”, Cato Institute, 2003, http://www.cato.org/pubs/handbook/hb108/hb108-36.pdf)//EM

Although airline deregulation has been a great success, the industry has been plagued with crowding; delays; and, on some routes, dominance of a single carrier. The causes lie in the failure to deregulate other essential features of the industry. The air traffic control system, in particular, remains a ward of the FAA. Government entities own virtually all airports. The recent move to federalize airport security will add more government bureaucracy without adding more security. Air Traffic Control. The FAA runs the current air traffic control (ATC) system. Because the FAA is a government agency, annual congressional appropriations control its finances. Its rules follow normal bureaucratic practices with congressional committees looking over its actions. Moreover, the FAA must regulate itself—a major conflict of interest. As a government agency, the FAA has been unable to bring on line quickly new technologies that would improve safety and reduce delays. While computer technology changes every year or two, the FAA’s procurement processes require five to seven years to complete. It still has 1960era mainframe computers, equipment that depends on vacuum tubes, and obsolete radars. As a consequence, equipment breaks down frequently and planes must be spaced farther apart than would be necessary with state-of-the-art computers and radars. Congress has held numerous hearings and put great pressure on the FAA to modernize, but it has been unable to improve matters significantly. To create and maintain a modern system, air traffic controls must be separated from the FAA. The Clinton administration recommended a government corporation to run the ATC system; but another government corporation, such as the post office or Amtrak, although it would probably be an improvement over the current arrangement, is not the solution. A number of other countries—Canada, the Czech Republic, Germany, Latvia, New Zealand, South Africa, Switzerland, Thailand, and the United Kingdom—have wrestled with this problem and have found that separating the ATC system from government oversight while maintaining government safety regulations works well. Although no country has fully privatized its ATC system, Canada has created a private nonprofit corporation owned by the users. Its system has successfully reduced delays. The other freestanding ATC systems are at least partially government owned. Given the restrictions that the federal government puts on its government-owned corporations, such as Amtrak and the post office, it would be preferable to follow Canada’s example by establishing a nonprofit corporation owned and controlled by airlines and other users of the ATC system. Most ATC systems are funded through user fees. The problem that arises is what to charge general aviation. Because the FAA currently subsidizes general aviation, owners and pilots oppose any notion of a freestanding corporation dependent on user fees. Nevertheless, client pay is a good rule. Noncommercial general aviation pilots, who typically fly single-engine planes, should be charged only when they file a flight plan or land at an airport with a control tower. Commercial general aviation planes, such as corporate jets, should pay their share of the costs of the system. Airline Cabotage. It is time for the United States to drop its restrictions on foreign ownership and operation of air carriers. Under current law, non-Americans can own no more than 25 percent of the voting stock of U.S. airlines. America has no similar restrictions on investment in steel, autos, or most other industries. There is no reason to make an exception for the airlines. Other private carriers should be free to invest in the United States. At the moment, several U.S. carriers are in financial difficulties. Purchase by a healthy foreign airline would make great sense, bringing new capital and new competition to the American market. Virgin Atlantic Airways, for example, is interested in building a low-cost U.S. carrier to feed its international service. At the same time, the longstanding policy of negotiating ‘‘open skies’’ agreements with other governments should be based not on what U.S. carriers get out of the agreement but on the benefits to American travelers. Cathay Pacific, based in Hong Kong, could offer improved service and competition both in the domestic market and internationally. British Air might invest in US Air to provide nationwide connections to Europe. The introduction of such foreign carriers would strengthen competition in the American market, bringing additional benefits to travelers. Airport Privatization. Because the Airport and Airways Trust Fund moneys have been available only to government-owned airports, private airports are ineligible for any of the funds that are raised from taxes on fuel and passengers. Because those airports eligible for grants are subject to federal appropriations, even state- and local government–owned airports cannot plan and count on money from the trust fund. Repealing the federal taxes on aviation and allowing airports to impose their own fees, which could vary by time of day to reflect peak use, would give airports incentives to expand their capacity and introduce technologies that would reduce delays. Airport Security. September 11, 2001, sharply increased the public’s demand for greater security at airports. The federal government responded, after considerable wrangling in Congress, by federalizing the security personnel at all major airports. The bill passed requires all airports, except for five participating in a pilot program, to use federal employees, who must be American citizens, to screen passengers and luggage. Those security personnel would be employed by the Department of Transportation but presumably would not enjoy the security of civil service workers. One airport from each of five size categories, from biggest to smallest, will experiment with private screeners supervised by federal employees. After three years, all airports could opt out of the government employee system and use private screeners overseen by federal agents. Federalizing the screeners may produce less security than we enjoyed before September 11. Although the legislation specified that the new federal employees would not have the same civil service protections as other Department of Transportation employees, there will be a tendency over time to give them more employment security. Already, there are efforts to allow aliens to remain as security guards. Firing incompetent workers will be much more difficult under this legislation than it was when private companies managed security. What is changing is not the nature of the security personnel but their employer.
Exts – CP Solves (General) 
Private ownership of airports facilitiates efficiency and success -- best studies prove. 

Poole 09- director of transportation policy and Searle Freedom Trust Transportation Fellow at Reason Foundation (Robert, Airport Ownership Matters, The American Conservative Union FOundation Issue 146 - December 23, 2009 http://www.conservative.org/wp-content/themes/Conservative/bl-archive/Issues/issue146/091221gov.php)//EL
What difference does it make who owns and operates an airport? Economists and management consultants theorize that it should make a difference to airport performance, since different owners would pursue different goals and operate under different incentives. One of the best studies to examine this question empirically came out last year in the Journal of Urban Economics. Tae Oum, Jia Yan, and Chunyan Yu’s paper is “Ownership Forms Matter for Airport Efficiency: A Stochastic Frontier Investigation of Worldwide Airports.” (http://dx.doi.org/10.1016/j.jue.2008.03.001) Oum and his colleagues used a data set of 109 airports of a variety of sizes and types. Of those in the 2004 sample, 27 were owned and operated by a city or state government, 25 by a U.S. airport authority, 16 had majority or totally private ownership, 12 were public-sector corporations, 7 were owned by U.S. port authorities, and 12 had mixed ownership. Nearly all previous studies of comparative airport performance have largely ignored the ownership question, according to the authors. In addition, their analysis used a broader set of inputs and outputs than previous studies to measure airport efficiency. The econometric technique they used is called the stochastic frontier method. It’s similar in principle to the “production possibilities frontier” you may remember from Economics 101—that any firm or agency has an optimum (cost-minimizing) set of outputs (the frontier), but may fail to achieve it due to various inefficiencies and constraints. The paper’s math is beyond me, but assuming they are competent econometricians, let’s focus on what their analysis found. First, airports in the categories of (a) private (or majority private), (b) public corporation (corporatized), and (c) airport authority are more efficient than those with various forms of majority or 100% government ownership. Second, among those with the four different types of government ownership, the least efficient are those owned by U.S. port authorities. Third, in those metro areas with multiple airports, efficiency is lower when those airports are government-owned, but not when they are owned by any of the corporate forms. Based on these results, the authors reach the following policy conclusions: Countries considering airport privatization should transfer 100% (or at least a majority stake) to the private sector and should avoid mixed ownership with a government majority; The Unites States should reconsider ownership and management of airports by port authorities; and, Although the efficiency of airports directly owned by city and state governments is lower than that of airport authority airports, the difference is not statistically significant. Hence, further research on this aspect is called for.

Airport privatization is comparatively better than public ownership. 

Frost & Sullivan 6- an American firm which provides customer-dependent market research & analysis, growth strategy consulting and corporate training services.(“Airport Privatisation” April 2006 http://www.researchandmarkets.com/reports/358103/airport_privatisation.pdf)//EL 

Airports and airlines have historically been considered as essential components of the national aviation system, and hence both were regarded as public utilities. Due to this approach, operational and handling activities were contemplated as being fundamental for the development of the airport business, and commercial activities had a less important role to play. For that reason, airport assets and property have always been publicly managed and commercial activities have occasionally been contracted or outsourced to private companies. Within such a framework, economic regulation was seen as superfluous. The traditional airport management model becomes visibly unsustainable when most governments begin to be concerned about the burden of airport financing and its lack of efficiency. However, for many years, a majority of airports around the world have continued to operate under this model and some still remain attached to it. Since the 1980s, the industry started to evolve with changes being brought about in the traditional airport management model. Currently, governments are progressively regarding airports as potential profit-making enterprises rather than merely considering them as part of the infrastructure suppliers. There are three main potential economic gains obtained from privatization, namely improvements in operating efficiency (the private for-profit business model more often leads to a further exploration for means to cut costs and boost revenues than public management), the introduction of new management styles and marketing skills directed to serve users with a more consumer-oriented approach, and better investment decisions. However, in many cases, these investment decisions might also imply under investment or capacity reductions, which mandates the presence of a regulatory environment. 
Privatization is key to efficiency gains. 
Gillen and Cooper 99- Ph.D. (University of Toronto) Director, Centre for Transportation Studies YVR Professor of Transportation Policy Professor and Chair AND** post-graduate researcher at the Institute of Transportation Studies, University of California, Berkeley (David and Douglas, “Public Versus Private Ownership and Operation of Airports and Seaports in Canada” Oct 20, 1999, The Fraser Institute http://oldfraser.lexi.net/publications/books/essays/chapter1.html)//EL
Airports and seaports have much in common. They serve a multitude of user groups. They involve investments that are large and long lived. They create externalities. They are both perceived as a means of realizing economic growth and development. Both have moved some distance from public federal ownership. The federal government began to market airports in the late 1980s. Seaports have been shifted to a significant extent to autonomous local port authorities. Although these represent significant moves, there is a considerable way to go. Efficiency gains can be achieved through greater private contracting for building and services; there is ample evidence for this in all modes. The most significant gain from greater private participation is in the flexibility with which the private sector is able to use resources. This results in substantial increases in productivity and consequent reductions in cost. There is considerable debate as to the monopoly power of airports and ports. Changing technologies, intermodalism, and network strategies by carriers have all led to a diminution of market power. Nonetheless, where monopoly power may be troublesome, corrective regulation may be required. It should be noted, however, that regulation is not without its own problems. Perhaps the most important outcome from moves to corporatization and privatization is that of removing investment and pricing decisions from the hands of politicians and bureaucrats, who have some grand notion that building airports, ports, roads, and railroads will somehow provide a panacea for the economic ills of a region or nation. What has generally happened is that government has not only provided the capacity but has underpriced it as well. It should be remembered that transportation is a derived demand and neither investments in capacity nor policy initiatives will alter economic activity in a substantive way. This simple notion seems to be lost to the proponents of public ownership. In their view, privatizers fail to see the "market failures," including the need for government to provide public services. The "publicizers" see government as wise, disinterested, and technically competent. The evidence is far from compelling for this view, particularly when government intervenes to try to direct markets. Government failure has done more harm than has market failure. Privatization, or at the very least corporatization, provides a superior solution. 
Airports can and should be privatized -- multiple examples worldwide. 

Edwards and DeHaven, 10—*director of transportation policy and Searle Freedom Trust Transportation Fellow at Reason Foundation, engineer from MIT AND **budget analyst on federal budget issues for the Cato Institute (Chris and Tad, “Privatize Transportation Spending”, Cato Institute, 6/17, http://www.cato.org/publications/commentary/privatize-transportation-spending)//EM
A final area in DOT to make budget savings is aviation. Federal aid to airports should be ended and local governments encouraged to privatize their airports and operate without subsidies. In recent decades, dozens of airports have been privatized in major cities such as Amsterdam, Auckland, Frankfurt, London, Melbourne, Sydney and Vienna.
Airport privatization improves costs for a litany of reasons. 
Poole, 94 [Robert W. Jr., Director of Transportation Policy, Reason Foundation, http://www.policyarchive.org/handle/10207/bitstreams/5983.pdf, “Guidelines for Airport Privatization”, Accessed Jun 25, //SH] 
One of the most common benefits of substituting a private operator for a government department is greater efficiency in operations. In part this is due to the different incentives at work in the two sectors. Private-sector managers are generally evaluated and compensated in part based on the economic performance of the enterprise; this is very seldom the case in the public sector. Second, the public sector is hampered by such constraints as civil service (which makes it difficult to fire incompetent staff or to reward outstanding performance), cumbersome government procurement regulations (which stretch out the time and increase the cost of purchasing supplies and equipment), and micromanagement from higher levels (either departmental or political). The private sector may also benefit from economies of scale. A firm that owns and/or operates multiple airports may be able to purchase supplies in bulk, operate centralized accounting, personnel, and other support services to serve all the airports, and take advantage of other economic benefits of larger size. In addition, the private sector is likely to be less constrained and more willing to contract out functions that can be performed more cost-effectively by other firms. For example, airport fire and rescue service at privately managed Burbank (CA) Airport is contracted out to a private firm. Thus, the single decision to privatize the airport (via management contract, lease, or sale) can serve to depoliticize a potential host of smaller-scale contracting-out decisions, each of which might have involved a political wrangle if it had to be made by a government department. 

Privatization decreases waste spending and ensures only the most cost efficient projects are chosen. 

Poole, 94 [Robert W. Jr., Director of Transportation Policy, Reason Foundation, http://www.policyarchive.org/handle/10207/bitstreams/5983.pdf, “Guidelines for Airport Privatization”, Accessed Jun 25, //SH] 
A principal reason why the World Bank is now urging privatization of major infrastructure (including airports) in developing countries is to minimize the risk of unwise investment, leading to “white elephant” projects which cost several times what they can generate in revenues. In this country, airlines have grown weary of being faced with grandiose plans for architectural monuments (often referred to as Taj Mahals)  posing as new airport terminals. Recent cases in point include the (now-canceled) JFK 2000 project to build a new central terminal at New York's Kennedy International airport, the large new terminal at Washington National airport, and the very costly new Denver International airport.  How and why does privatization make a difference in new-project development? Privatization of airport capital project development (whether by sale, long-term lease, or BOT) shifts many of the risks from the taxpayers to private investors. This, in turn, forces a high degree of “due diligence” in reviewing the design and cost of the project, and especially an insistence on “investment-grade” traffic and revenue forecasts. Privatization helps to ensure that project decisions are made on economic and financial grounds, not on political grounds. 

Airport privatization is popular and benefits all those involved. 

Poole, 94 [Robert W. Jr., Director of Transportation Policy, Reason Foundation, http://www.policyarchive.org/handle/10207/bitstreams/5983.pdf, “Guidelines for Airport Privatization”, Accessed Jun 25, //SH] 
Airport privatization is relatively new to the United States, but is rapidly becoming the model for airport operations around the world. Depending on the economic and political circumstances, contract management, a long-term franchise for new facilities, a long-term lease, or outright sale can offer benefits to taxpayers and airport users alike. The appropriate mode of privatization depends on the specifics of each case, and must be the subject of careful analysis. Done well, privatization can provide net benefits for all parties by adding value to the airport's operations. Airlines can receive assurances of cost controls; air travelers can obtain a higher level of service; the airport agency can obtain some new revenues; and the new airport operator a new source of business.
Allowing airport privatization is key -- creates efficiency, lower costs, and boosts overall economy.  

Ghaus 02- Chairman and Chief Executive Officer at Clean Energy, where he has designed and developed solar recycle system Lead Partner at Warren Aircraft Leasing & Financing, where he is providing financial assistance, leasing and sales in the airlines industry. (Mujtaba, “Why doesn't the U.S. practice what it preaches? Privatize Airports- Catch up the World” https://www.hightable.com/air-transportation/insight/why-doesnt-the-us-practice-what-it-preaches-privatize-airports-catch-up-the-world-21751)//EL 

Many of these countries have reported major improvements in service, and in the quality of facilities due to private sector participation. Not every experience has been positive, of course, but the overall conclusion is that carefully structured and thoughtfully executed private sector participation can produce substantial benefits to the travelling public, and can reduce costs to airlines, as well. Compared to the rest of the world, the U.S. experience with privatization of airport facilities is quite limited. U.S. efforts at privatization have taken two primary forms: management contracts at a handful of airports and the FAA's undersubscribed pilot program of airport privatization Collectively, the relatively stringent restrictions on private operation of airports under the pilot program, coupled with airline hostility to privatization, doomed the pilot program. Today, only one U.S. airport, Stewart Airport in Newburgh, New York, participates in the program. Stewart Airport is operated by National Express Group, a United Kingdom-based transport company, under a 99-year lease. In 2000, following approval by the FAA, Stewart began privatized operation under a lease that provided $35 million for New York State, $25 million of which was paid at the lease inception. The airport pays a variable rent based on 5 percent of gross income. In late April 2002, New Orleans Lakefront Airport, a small airport in Louisiana, applied for the FAA's pilot program. There are indications that another small New York airport, Niagara Falls, may also apply for the pilot program. However, an earlier proposal to privatize Niagara Falls with the Spanish-based private airport operator, Cintra, was rejected. Airline Opposition to Privatization. The airlines have consistently resisted privatization of U.S. airports and were responsible for many of the stringent restrictions in the FAA pilot program that have left the program unpopular and undersubscribed. The airlines' attitude to date toward airport privatization is captured in a statement made by an Air Transport Association spokesman on privatization: "What is in it for the traveling public other than a higher cost?" This is an ironic position for a private sector organization to take: that is, that private sector ownership or operation of a public service will lead to higher costs. If it were true, it would also be an excellent argument for nationalized airlines. As several of the private airport management companies have pointed out, however, there are potentially substantial, direct benefits to the airlines from efficiencies that can be achieved by privatization. BAA has, for example, reduced landing fees at Heathrow in real dollar terms since the airport was privatized in 1987. Indeed, the experience of many (but certainly not all) of the countries that have utilized private sector participation in airports is that it brings the most modern facilities development and management techniques, and incentives for efficiency, to a vital area of their national economies. Why Privatization of U.S. Airports Should Be Encouraged. Given that the U.S. airport system has in the past satisfied the demands of the busiest and largest civil aviation system of any nation in the world, some might be tempted to conclude that U.S. airports do not need the option to privatize. That would be the wrong conclusion for several reasons. The most important reason to create the conditions that would allow greater private sector participation in U.S. airports is that it could provide an important means to bridge a looming funding shortfall in airport development costs. In the wake of September 11 and the new mandates of the Aviation and Transportation Security Act (ATSA), federal monies are increasingly likely to be used for airport security costs, leaving fewer resources for airport capacity enhancement projects. Similarly, federal AIP grant funds are more likely now to be used for security costs rather than capacity expansion. In light of this development, privatization of U.S. airports could potentially tap new sources of private capital--including private equity--which airports will need to meet the growing demand for capacity and facilities. And, as the GAO reported in December, the demand for capacity enhancement will return, and far faster than many may have imagined. Hence, the use of innovative methods of finance and operation may be needed to allow U.S. airports to meet all the demands--security, capacity, renewal of older facilities--that they will face in the coming decades. The second reason is closely related to the first: privately owned or operated airports are more likely than publicly owned or operated entities to be able to control costs, increase revenues, and instill greater customer-orientation at their facilities. Although U.S. publicly owned airports are much more likely than their publicly owned counterparts outside the United States to take a commercial approach to airport operations, there are limits on what most public airport operators can do to achieve the same potential efficiencies as privately managed enterprises. A study completed in 1999 that compared the operations of privatized and publicly operated international airports concluded that privatized airports have a significantly higher level of passenger-responsiveness than government-owned airports. It is difficult for a publicly-owned airport to function like a private enterprise, although a number of our U.S. airport clients do an admirable job in that regard. We believe that the U.S. should not be the only venue in the world where airport privatization is not available as a tool to maintain and improve airports and airport services. In our view, the top airports of the 21st century are likely to be those that maximize the use of private management and private capital. If attitudes concerning privatization of U.S. airports remain fixed in the 20th Century, the U.S. aviation system will miss a golden opportunity for its airports to continue to be world leaders in this century. We do not urge that privatization be forced on U.S. airports. Rather, we suggest that the time has come to unburden America's commercial airports from the kinds of restrictions that have deterred private sector participation beyond the rental car counter or the janitorial services contract. In this manner, the cities and states that control our major airports will be empowered with another financial and management tool to secure the best service and the lowest cost for all the airport stakeholders.
Exts – CP Solves (ATC) 

Privatizing air traffic control is key to effective airport infrastructure. 

Poole and Edwards 2010 [Robert W. Poole, Jr. is the director of transportation policy and Searle Freedom Trust Transportation Fellow at Reason Foundation. Poole is an MIT-trained engineer and has advised four presidential administrations on transportation policy issues. Chris Edwards Director of Tax Policies Studies at CATO and editor of www.DownsizingGovernment.org (Robert, Chris, “Airports and Air Traffic Control” June 2010 http://www.downsizinggovernment.org/transportation/airports-atc)AMayar]

The U.S. economy depends on safe, reliable, and affordable air transportation. Beginning in 1978, airline deregulation transformed commercial aviation from a luxury for the few to a service available to essentially all Americans. Air transportation is a hugely important part of the economy for business travel, tourism, and domestic and international trade. The quality and cost efficiency of air travel relies critically on the nation's aviation infrastructure. That infrastructure includes commercial airports, which are virtually all owned and operated by state and local governments in the United States, and the air traffic control (ATC) system, which is operated by the Federal Aviation Administration (FAA). In fiscal 2011, the FAA budget will be about $16.4 billion.1 Of the total, $9.7 billion will go toward "operations," which includes $7.6 billion for air traffic control operations, $1.3 billion for safety regulation and certification, and $0.8 billion for other functions. In addition, the FAA will spend $3.3 billion in 2011 on capital investments in ATC facilities, equipment, and research. Most of the rest of FAA's budget, about $3.4 billion, will go toward grants to state and local governments for airport investments. Many experts are predicting major problems with U.S. aviation infrastructure in coming years as large demand growth outstrips the capacity of available facilities. In addition to a rising number of airline passengers, the average size of planes has fallen, which increases the number of planes in the sky that the ATC system needs to handle. On the supply side of the aviation equation, the FAA has long had problems with capital funding, high labor costs, and an inability to efficiently implement new technologies. Major changes are needed because the increased air traffic will soon bump up against the limits of the current air traffic control system. The United States should embrace the types of reforms adopted around the world to privatize airports and commercialize air traffic control services. Investor-owned airports and commercialized ATC companies can better respond to changing market conditions, and they can freely tap debt and equity markets for capital expansion to meet rising demand. Such enterprises also have greater management flexibility to deal with workforce issues and complex technology implementation. There is vast foreign experience that can be drawn on in pursuing U.S. reforms, such as European airport privatization and Canadian air traffic control commercialization. The next section provides a brief history of federal involvement in airport funding and air traffic control. The subsequent sections describe the global trend toward airport privatization, the brewing crisis in air traffic control, and ways to reform the ATC system. A Brief History of Federal Funding Federal involvement in air traffic control has a long history. The 1926 Air Commerce Act tasked the Department of Commerce with issuing and enforcing air traffic rules, licensing pilots, certifying aircraft, establishing airways, and operating aids for air navigation.2 In the mid-1930s, the federal Bureau of Air Commerce took over the initial air traffic control centers for en route tracking created by the airlines, which complemented the operation of local control towers by municipal authorities. During the 1940s, the federal government began taking over the operation of local control towers, and following World War II all aspects of air traffic control became federal. Airport development took a different path. In the early years of commercial aviation, some private airports (e.g., Burbank, California) existed alongside those established by state and local governments. Today, virtually all U.S. commercial airports are owned by state and local governments. The federal government's role has been to regulate and subsidize those facilities. Federal financial aid to airports began with work relief programs in the 1930s, and was followed by the Federal Airport Act of 1946, which provided $500 million in airport grants to state and local governments over seven years. The coming of jet aircraft and the large number of aviation accidents spurred Congress to pass the Federal Aviation Act of 1958, which created the Federal Aviation Administration. The new administration replaced previous federal agencies involved in air traffic control and airport development. Congress started taxing the commercial aviation industry soon after it was established. It passed an excise tax on gasoline and aviation fuels in 1932 and an excise on airline passenger tickets in 1941. The revenue from these levies went into the federal government's general fund. That changed in 1970 when Congress passed legislation creating an Airport and Airway Trust Fund, which had dedicated streams of revenue to be used for air traffic control and federal aid to airports. Trust Fund revenue sources included ticket taxes on domestic and international flights, taxes on fuels, and various fees. The Airport and Airway Trust Fund currently raises more than $12 billion annually from a 7.5 percent tax on domestic airline tickets, a tax on each segment flown, taxes on gasoline and jet fuel, international departure and arrival taxes, and half a dozen other fees. Trust Fund revenues pay for almost four-fifths of the FAA's $16.4 billion budget, with the balance coming from general federal funds covering the FAA's safety regulatory and miscellaneous other activities. While air traffic control is an increasingly technology-intensive industry, labor union issues have long played an important role in the ATC system. A period of labor unrest began in the late 1960s as FAA controllers pushed for job improvements and official status as an employee union. In 1969, about 500 members of the Professional Air Traffic Controllers Organization stayed home "sick" causing air service interruptions. The following year, 3,000 PATCO members took part in another "sickout" or illegal strike, which caused chaos for the nation's air traffic.3 Labor problems continued during the 1970s, with various work slowdowns and union protests over contract issues. Then in 1981, PATCO declared a major system-wide illegal strike after negotiations on a new contract broke down. That prompted President Ronald Reagan to order controllers to return to work within 48 hours or else face termination. More than 11,000 controllers refused to return to work and were fired by Reagan and initially banned from federal service. PATCO was dissolved and a new controllers union was created in 1987, the National Air Traffic Controllers Association. Today, an important aspect of the federal ATC system is the high labor costs. In 2010, the operations portion of FAA had about 43,000 workers who earned a total of $6.5 billion in wages and benefits, or about $151,000 per worker.4 Just looking at controllers, a 2005 FAA study found that compensation packages averaged $166,000 annually.5 Labor costs account for two-thirds of the cost of FAA operations.6 While organized labor has created management challenges for the FAA, so has the implementation of new technologies. Delays and cost overruns on major technology projects have been common. For example, the Advanced Automation System project was launched in the early 1980s and was originally expected to cost $2.5 billion and be completed by 1996. But by 1994, estimated project costs had soared to $7.6 billion and the project was seven years behind schedule.7 The FAA terminated some parts of the AAS program and restructured others, but $1.5 billion of spending ended up being completely wasted. More recently, a 2005 study by the Department of Transportation's Office of Inspector General looked at 16 major air traffic control upgrade projects and found that the combined costs had risen from $8.9 billion to $14.5 billion.8 The cost of the Standard Terminal Automation Replacement System project had jumped 194 percent to $2.7 billion and was seven years behind schedule. The OIG said that the STARS project was "facing obsolescence" even before it was completed.9 Meanwhile, the cost of the Wide Area Augmentation System project had jumped 274 percent to $3.3 billion and was 12 years behind schedule. A Government Accountability Office analysis in 2005 found similar cost overruns and delays in these projects.10 Delays and cost overruns have not been uncommon in federally subsidized airport projects either. For example, Denver's new international airport finally opened in 1995 after many delays and huge cost overruns. The project was originally supposed to cost $1.7 billion but ended up costing almost three times as much at $4.9 billion, with $685 million coming from federal taxpayers.11 In sum, federal funding of airports and the operation of the nation's ATC system have not been models of efficiency over the decades. There is large room for improvement in the management of the nation's aviation infrastructure, and the following sections consider some major structural reforms. Privatizing Airports Virtually all commercial airports in the United States are owned by state and local governments.12 But around the world, airports are becoming viewed more as business enterprises, and less as monopoly public services. Governments in both developed and developing countries are turning to the private sector for airport management and development. The benefits of a more entrepreneurial approach to running airports include increased operating efficiency, improved amenities, and more rapid and efficient expansion in capacity to reduce congestion. Airlines, passengers, private-plane owners, and taxpayers can all benefit from this new commercial approach to airport management. For existing state and local airports, the simplest form of privatization is to contract out management of the airport on a short-term basis. But long-term leases can shift much greater responsibility and entrepreneurial incentive to the airport company, while liberating much of the city's previous investment in the airport. To create new airport facilities, the private sector can be brought in as a partner and granted either a long-term or perpetual franchise to finance, design, own, and operate the new facility. Full private ownership and management of airports is also possible and is becoming fairly common in Europe. Airports have been fully or partly privatized in many foreign cities, including Amsterdam, Athens, Auckland, Brussels, Copenhagen, Frankfurt, London, Melbourne, Naples, Rome, Sydney, and Vienna. Britain led the way with the 1987 privatization of British Airports Authority, which owns Heathrow and other airports. Other countries followed with a wide range of commercialization reforms under which private firms own or operate various aspects of airport facilities. Since 1987, more than 100 airports have been partly or fully privatized worldwide. A recent survey found that there are about 100 companies around the world that own and operate airports, finance airport privatization, or participate in projects to finance, design, build and operate new airports or airport terminals.13 Here are some examples of airport privatization reforms in recent years: France's Aeroports de Paris, which owns Charles de Gaulle and Orly airports, was partially privatized in 2006. Most of Italy's larger airports have been privatized, including those in Rome, Florence, Naples, Parma, Pisa, and Venice. Greece plans to sell part of the remaining share of the Athens airport that it retains, and it may privatize some of its larger regional airports. Spain's government announced in 2008 that it will sell major stakes in the 47 airports operated by state agency AENA. Mexico has privatized numerous airports, and the country boosts three successful airport operators that plan to expand abroad. Brazil is planning to privatize Galeao International Airport in Rio de Janeiro. Most of Australia's major airports have been either privatized or contracted out to private operators under long-term leases.14 Why has the United States resisted these types of airport reforms occurring around the world?15 One reason is that U.S. state and local airports have for decades received federal aid for development and construction. Federal law generally provides that governments that have received federal aid for an infrastructure facility have to repay previous federal grants if the facility is privatized. Moreover, the FAA has interpreted a legal provision requiring that all "airport revenues" be used solely for airport purposes to apply to any lease or sale proceeds, which prevents a city from selling its airport and using the proceeds for its general fund. Another important factor is that state and local governments can issue tax-exempt bonds to finance airports because they are government-owned facilities. Thus, borrowing can be done at a lower cost than borrowing by private airport owners issuing taxable debt. However, this bias against private ownership can be overcome. The federal government could pursue tax reforms to reduce or eliminate the tax exemption on municipal bond interest. Alternatively, the government could permit private airport operators to make use of tax-exempt revenue bonds ("private activity bonds"), as it has done for companies involved in the toll road business. A final hurdle to airport privatization in the United States has often been the airlines. For various structural reasons, they worry that their costs may be higher or they may face more airline competition if airports were privatized. Typically, major airlines are like an anchor tenant in a shopping mall. At U.S. airports, major airlines generally have long-term lease-and-use agreements, which often give them control over terminals or concourses and the right to approve or veto capital spending plans. That gives them the power to oppose airport expansion if it would mean more airline competition in that location. In the 1990s, numerous state and local officials saw what Margaret Thatcher had done in Britain and were inspired to sell or lease their own airports. But the airlines and federal administrators objected for the reasons cited. So privatization proponents went to Congress, and it passed the very modest reform in 1996: the Airport Privatization Pilot Program. This program allows exemptions from the most onerous provisions of airport grant agreements for up to five U.S. airports. Cities whose airports are accepted for the pilot program do not have to repay previous grants and they are allowed to keep any airport sale or lease proceeds.16 However, the airlines lobbied hard to include a provision specifying that to keep sale or lease proceeds a city had to get the approval of 65 percent of the airlines serving an airport, which created a substantial hurdle to reform. As a result, progress toward privatization has been very slow over the last decade. The only airport privatized under the 1996 Pilot Program—Stewart International Airport north of New York City—did not get the local airline's approval. Therefore, New York State was required to use its lease revenues for improvements to Stewart and other state-owned airports. The airport operated under a 99-year lease to the U.S. subsidiary of the U.K.-based National Express Group.17 But that lease was later terminated by mutual consent due to National Express's change in corporate strategy to focus on its intercity bus and rail business. The Port Authority of New York and New Jersey, a government agency, took over the remaining years of the lease. This change freed up that slot in the Pilot Program, making all five available as of 2010. Some other airports where local officials have recently considered applying to the Pilot Program are Austin, Hartford, Jacksonville, Kansas City, Long Beach, Milwaukee, New Orleans, Ontario (California), and San Juan. Chicago has been close to a deal on privatizing Midway airport, but the financial crisis has put that plan on hold for now.18 One positive development is that a small but growing number of U.S. airports have management contracts with private companies. Indianapolis International Airport did a successful medium-term management contract with BAA Indianapolis LLC, a wholly owned subsidiary of the British BAA plc. Other contract-managed airports include Albany, Burbank, and White Plains/Westchester. Another bright spot is that an entirely privately financed, built, and operated commercial airport opened near Branson, Missouri, in 2009.19 A group of entrepreneurs created Branson Airport LLC, acquired a parcel of land, received airspace approvals from the FAA, and set about raising money. With $140 million in hand, they have created a one-runway airport with a contractor-operated control tower and a modest terminal building for commercial flights by Airtran and other carriers. One more reason to privatize airports can be found by looking at the effects of airline deregulation. In 1978, President Jimmy Carter signed into law the Airline Deregulation Act, which removed government controls over airline fares, routes, entry, and mergers. Under deregulation, prices fell and the volume of air travel dramatically increased. Airlines reconfigured their routes and equipment and improved their capacity utilization. Many new airlines opened for business.20 Consumers continue to save tens of billions of dollars a year from these reforms. However, it is also true that today's airline service often leaves much to be desired, with frequent delays, overcrowded planes, and other inconveniences. If service by some airlines is so bad, why haven't airline entrepreneurs broken into such markets to offer better alternatives? It turns out that many are trying, but they often have difficulty obtaining gates at such airports. The reality is that airline deregulation is an unfinished revolution until it includes airport deregulation and privatization. All too many U.S. airports are still run in an old-fashioned and bureaucratic manner typical of the pre-deregulation era. Their management style is more passive and risk-averse than that of the world's privatized airports. Investor-owned airports are run as businesses, trying to make profits by tailoring their services to meet the needs of different groups of customers, not just airlines. Detailed research by scholars at Oxford University has shown that the management approach of privatized airports is significantly more "passenger friendly" than that of traditional airports.21 Private airport managers are also more willing to take on the risks of new investments, such as the creation of new terminal space to provide gates for new airlines. By contrast, under typical U.S. airport management practice, the major incumbent airlines have signed long-term exclusive-use gate-lease agreements. From the standpoint of risk-averse airport managers, these long-term agreements give them a guaranteed revenue stream. In exchange for this security, they give up substantial control to the major airlines. Usually, the long-term agreements give airlines what amounts to veto power over terminal expansions. That means that when new-entrant airlines want to start service to such an airport, there are often no gates available, which reduces competition. By contrast, experience has shown that privatized airports generally do not cede de-facto control over their facilities to the large airlines. At most such airports, the gates remain under the control of the airport company, and they are allocated hour by hour to individual airlines, as needed. That is why at many European airports, and the more commercially run airports in Canada, you will observe that the airline signage at each gate is electronic, so that it can be changed in moments from one airline's name to another's. In sum, airline competition would be expanded and consumers would benefit if we reformed the outmoded ownership and management structures of U.S. airports. Much of the world is moving to a new paradigm—the airport as a for-profit enterprise—that is more consistent with a dynamic, competitive airline market. In the end, all groups—airlines, passengers, and cities—would benefit from airports that were self-funded, more efficient, and more innovative than current U.S. airports following an old-fashioned bureaucratic approach. The Crisis in Air Traffic Control Many aviation experts predict serious trouble in coming years as air travel demand grows faster than the ability of the U.S. air traffic control system to expand capacity.22 In the 2003 reauthorization of the FAA, Congress acknowledged the seriousness of the problem by creating the Joint Planning and Development Office to coordinate the transition to a Next Generation Air Transportation System (NextGen). NextGen will be a major redesign of the ATC infrastructure, as described by the Congressional Budget Office: The new system is designed to accommodate up to three times the volume of current air traffic by making more efficient use of both the national airspace and airport facilities. The new air traffic control system would be more decentralized than the one currently in place in the United States. Guidance systems on planes would work in conjunction with satellites of the Global Positioning System (GPS) to supplement direct supervision by ground-based controllers and radar stations. As a result, each plane would depend less on instructions from an air traffic controller and more on its own resources for maintaining a safe flight pattern and would be better able to adjust to the particular air traffic conditions in its vicinity.23 The JPDO has estimated that not expanding the ATC system's capacity will be costing the U.S. economy $40 billion per year by 2020 because the overburdened system will force significant rationing of flights. That rationing would increase prices and eliminate some trips entirely. To avoid this crisis, JPDO has called for restructuring the ATC system to safely and efficiently handle the heavier demand. One problem is the mismatch between the growth in air traffic and the projected growth in FAA revenue. The FAA will need about $1 billion more per year over the next 20 years just to implement NextGen. In 2007 the FAA proposed a user-fee-based funding reform that could provide a more efficient and growing revenue source. The idea was to make each air transportation user's burden on the ATC system more closely match that entity's cost for using the system. That approach has thus far been ignored by Congress. However, the challenge ahead for the ATC system is more complex than just financial. NextGen will be a major paradigm shift—from 20th-century (manual) air traffic control to 21st-century (semi-automated) air traffic management—and it will be more complex and riskier than any other challenge the FAA has previously attempted. Given the FAA's management and cost overrun problems in the past, simply fixing the funding problem for the ATC system without dramatically reforming its governance poses risks of larger and more dramatic failures and greater congestion down the road. Here are three key problems with the current government-owned and operated system of air traffic control: Inflexible Funding. Government funding sources tend to be static and subject to political considerations, and they are decoupled from changing market demands. Changes in aviation over the past decade have hurt the FAA's funding base. A large part of the FAA budget comes from aviation excise taxes, especially the 7.5 percent tax on airline tickets. As average ticket prices have fallen over time, ATC funding has been squeezed. Payroll costs of the current labor-intensive ATC system consume most of the available budget, leaving less funding for capital investment. Making the transition to NextGen will require billions of dollars of new investments in advanced technologies. The FAA's capital budget is still focused mostly on patching up the existing system, such as replacing antiquated display consoles. Such investments are needed in the short-term, but won't add very much capacity to the system. But that is nearly all the FAA can afford under the current funding structure. Some people argue that Congress could solve the funding problem by appropriating a larger amount of general federal revenue for the ATC system. But given the giant federal budget deficit, federal discretionary spending is going to be severely squeezed in coming years. The solution, as discussed below, is to create a commercialized ATC system that can flexibly respond to changing conditions and access private capital markets for investment. Technology Implementation Risks. The FAA has been attempting to modernize its system, expand capacity, and increase its productivity for decades. But dozens of reports over the years from the Government Accountability Office and the Office of Inspector General in the Department of Transportation have faulted the FAA for poor management of major projects, which are often delayed and over budget.24 The Advanced Automation System, Wide Area Augmentation System, and other major projects have had large cost overruns and been years behind schedule or cancelled, as discussed above. In 2005 two OIG researchers presented an overview of the FAA's failed efforts over the years to modernization the National Airspace System.25 In reviewing what went wrong, they concluded that FAA modernization efforts had neither reduced costs nor increased productivity: NAS modernization plans have been consistently subverted by requirements growth, development delays, cost escalations, and inadequate benefits management. All these things were symptomatic of the fact that FAA didn't think it needed to reduce operating costs.26 Many experts are greatly concerned that the FAA's institutional culture is poorly suited to implementing anything as dramatic as NextGen. In 2004, the National Academy of Sciences convened an expert panel to assist the GAO in understanding the cultural and technical factors that have impeded previous ATC modernization efforts. It found that "the key cultural factor impeding modernization has been resistance to change... [which is] characteristic of FAA personnel at all levels" and that "the key technical factor affecting modernization... has been a shortfall in the technical expertise needed to design, develop, or manage complex air traffic systems."27 As a government agency, the FAA is not designed to judge risks, aim at the most efficient investments, manage people to produce results, reward excellence, or punish incompetence. It is therefore not equipped to fundamentally reform the ATC system. Thus, major institutional change is probably a prerequisite for implementing the advanced ATC system the nation needs to meet rising aviation demand. Political Constraints. A third impediment to ATC reform is political. The redesign of the ATC system foreseen in NextGen could potentially deliver major cost savings and greatly expand ATC capacity. However, realizing those gains would require retirement of large numbers of costly radars and other ground-based navigation aids and the consolidation of ATC facilities. One current proposal would replace 21 en route centers and 171 terminal radar approach control (TRACON) facilities with just 35 air traffic service hubs in a redesign of U.S. airspace.28 Physical control towers located at many smaller airports would gradually be phased out as "virtual tower" functions are built into the new super-hubs. However, Congress tends to resist consolidating ATC facilities because of concerns about job losses and the like, which is similar to the political resistance to closing post offices and military bases. A major 1982 proposal for consolidating ATC facilities was quietly dropped after it became clear that getting it through Congress would be very difficult. Similarly, Congress came extremely close to forbidding the FAA's recent success in outsourcing its Flight Service Station system, which involved reducing the system from 58 facilities to 20. The prohibition was defeated only by a credible veto threat from the White House. In sum, as long as ATC remains government-owned and controlled, making the needed reforms to improve efficiency and implement NextGen will be very difficult. Commercializing Air Traffic Control The way to address all three of these organizational problems is to take the ATC system out of the federal budget process and make it a self-supporting entity, funded directly by its customers. Variants of this commercialization approach have been recommended by a series of federal studies and commissions over the past 15 years. As part of Vice President Al Gore's efforts at "reinventing government" in the 1990s, for example, the Clinton administration proposed turning the ATC system into a separate, self-funded, nonprofit government corporation within the Department of Transportation. The 1997 National Civil Aviation Review Commission, which was chaired by Norman Mineta, similarly proposed moving toward a self-supporting air traffic control organization.29 Commercialization would entail shifting from aviation-related taxes paid to the U.S. Treasury to fees for ATC services paid directly by customers to a new self-supporting Air Traffic Organization. This change would allow fees to grow in proportion to the growth of flight activity, rather than being tied to a less-stable variable, such as fuel prices or airline ticket prices. Moreover, a predictable revenue stream that was not subject to the federal budget process would provide the basis for the ATO to issue long-term bonds for funding capital investments. Commercialization would also address the management problems that have plagued the FAA's efforts to modernize. A non-civil-service ATO could attract the best private-sector managers and engineers skilled at implementing complex technology projects. Such an ATO could hire, fire, and compensate its employees as other high-tech businesses do. Private sector managers would have an incentive to ask tough questions about whether new investments offered real value for the money, a process that often doesn't occur at the FAA or in Congress.  In addition, a separate, self-supporting ATO—no longer part of the FAA—would be overseen at arm's length for aviation safety by the remaining FAA. Numerous studies have pointed out that the FAA's air-safety role is compromised when it comes to the ATC system, since that system is operated "in-house" by a different branch of the same FAA. All other players in aviation—pilots, mechanics, aircraft manufacturers, airlines, and so forth—are regulated at arm's length for safety by the FAA. This separation of ATC operations from safety regulation is especially critical given the major changes entailed by shifting to the semi-automated NextGen, where numerous safety versus capacity questions will need to be addressed in a rigorous and transparent manner. Finally, a self-supporting ATO would address the political obstacles to improving system efficiency, such as making decisions to close facilities. By passing the enabling legislation for ATC reform, Congress would delegate such contentious issues to the customer-oriented ATO organization. During the past two decades, nearly 50 governments have commercialized their air traffic control systems. That means they have separated their ATC activities from their transport ministries, removed them from the civil service, and made them self-supporting from fees charged to aircraft operators. These new air navigation service providers (ANSPs) are usually regulated at arm's length by their government's aviation safety agency. Britain's ATC system has been commercialized by means of a "public-private partnership." National Air Traffic Services is a jointly owned company, with British airlines owning 42 percent, airport company BAA owning 4 percent, employees owning 5 percent, and the government owning the remaining minority stake. NATS is operated on a not-for-profit basis. Canada's ATC system has been fully commercialized.30 In 1996, Canada set up a private, nonprofit ATC corporation, Nav Canada, which is self-supporting from charges on aviation users. The Canadian system has been widely praised for its sound finances, solid management, and its investment in new technologies.31 The Canadian system is a very good reform model for the United States to consider. Nav Canada's corporate board is composed largely of aviation stakeholders.32 It has 4 seats for the airlines, 3 for the government, 2 for employees, and 1 for the non-commercial aviation industry. Those 10 stakeholders select 4 directors from outside aviation, and then those 14 select the company president, who becomes the 15th board member. To further strengthen governance, neither elected officials nor anyone connected with suppliers to Nav Canada can serve on the board. Nav Canada also has a 20-member outside Advisory Committee. A number of studies have found that ATC commercialization has generally resulted in improvements to service quality, better management, and reduced costs.33 At the same time, air safety has remained the same or improved in the countries that have pursued reforms to set up independent ANSP organizations. A thorough 2009 report by Glen McDougall and Alasdair Roberts compared the performance of 10 commercialized ATC systems and the FAA during the 1997 to 2004 period.34 They looked at large amounts of performance and safety data from the systems in the various countries and conducted over 200 interviews with managers, workers, and users of the different systems. The researchers found: ANSP commercialization has generally achieved its objectives. Service quality has improved in most cases. Several ANSPs have successfully modernized workplace technologies. The safety records of ANSPs are not adversely affected by commercialization, and in some cases safety is improved. Costs are generally reduced, sometimes significantly. Other risks of commercialization—such as erosion of accountability to government, deterioration of labor relations, or worsened relationships between civil and military air traffic controllers—have not materialized.35 For the United States, a commercialized ATC organization would be more likely than the FAA to efficiently implement the major aviation infrastructure advances that the nation desperately needs. Air traffic control is more complex and dynamic than ever, and it needs to be managed in the sort of efficient and flexible manner that only a commercialized environment can offer. Countries like Canada have shown the way forward for air traffic control, and U.S. policymakers should adopt the proven organizational reforms that have been implemented abroad.

Privatizing Air traffic control results in more time and cost effective implementation, improved safety, and innovation. 

Edwards and DeHaven, 10—*director of transportation policy and Searle Freedom Trust Transportation Fellow at Reason Foundation, engineer from MIT AND **budget analyst on federal budget issues for the Cato Institute (Chris and Tad, “Privatize Transportation Spending”, Cato Institute, 6/17, http://www.cato.org/publications/commentary/privatize-transportation-spending)//EM
Air traffic control (ATC) can also be privatized. The DOT's Federal Aviation Administration has a terrible record in implementing new technologies in a timely and cost-effective manner. Many nations have moved toward a commercialized ATC structure, and the results have been very positive. Canada privatized its ATC system in 1996 in the form of a nonprofit corporation. The company, NavCanada, has a very good record on both safety and innovation. Moving to a Canadian-style ATC system would help solve the FAA's chronic management and funding problems, and allow our aviation infrastructure to meet rising aviation demand. 
Government infrastructure fails and should be privatized -- politics, budgets and mismanagement all block. This is specifically true of air traffic control.

Edwards 9 director of tax policy studies at Cato, top expert on federal and state tax and budget issues (Chris, “Privatization,” February 2009, http://www.downsizinggovernment.org/privatization)//AM 

Any service that can be supported by consumer fees can be privatized. A big advantage of privatized airports, air traffic control, highways, and other activities is that private companies can freely tap debt and equity markets for capital expansion to meet rising demand. By contrast, modernization of government infrastructure is subject to the politics and uncertainties of government budgeting processes. As a consequence, government infrastructure is often old, congested, and poorly maintained. Air Traffic Control. The Federal Aviation Administration has been mismanaged for decades and provides Americans with second-rate air traffic control. The FAA has struggled to expand capacity and modernize its technology, and its upgrade efforts have often fallen behind schedule and gone over budget. For example, the Government Accountability Office found one FAA technology upgrade project that was started in 1983 and was to be completed by 1996 for $2.5 billion, but the project was years late and ended up costing $7.6 billion. The GAO has had the FAA on its watch list of wasteful "high-risk" agencies for years. Air traffic control (ATC) is far too important for such government mismanagement and should be privatized. The good news is that a number of countries have privatized their ATC and provide good models for U.S. reforms. Canada privatized its ATC system in 1996. It set up a private, nonprofit ATC corporation, Nav Canada, which is self-supporting from charges on aviation users. The Canadian system has received high marks for sound finances, solid management, and investment in new technologies. Highways. A number of states are moving ahead with privately financed and operated highways. The Dulles Greenway in Northern Virginia is a 14-mile private highway opened in 1995 that was financed by private bond and equity issues. In the same region, Fluor-Transurban is building and mainly funding high-occupancy toll lanes on a 14-mile stretch of the Capital Beltway. Drivers will pay to use the lanes with electronic tolling, which will recoup the company's roughly $1 billion investment. Fluor-Transurban is also financing and building toll lanes running south from Washington along Interstate 95. Similar private highway projects have been completed, or are being pursued, in California, Maryland, Minnesota, North Carolina, South Carolina, and Texas. Private-sector highway funding and operation can help pave the way toward reducing the nation's traffic congestion. Airports. Nearly all major U.S. airports are owned by state and local governments, with the federal government subsidizing airport renovation and expansion. By contrast, airports have been fully or partly privatized in many foreign cities, including Athens, Auckland, Brussels, Copenhagen, Frankfurt, London, Melbourne, Naples, Rome, Sydney, and Vienna. Britain led the way with the 1987 privatization of British Airports Authority, which owns Heathrow and other airports. To proceed with reforms in the United States, Congress should take the lead because numerous federal roadblocks make cities hesitant to privatize. For example, government-owned airports can issue tax-exempt debt, which gives them a financial advantage over potential private airports.
Exts – CP Solves (Foreign Ownership) 

Allowing foreign airlines into the US saves the US industry and creates growth. 
Elliot, 2 – MA in Journalism from Berkeley, Founded the Internet’s first business travel website in 1994, travel columnist for Washington Post (Chris, “Let foreign airlines fly in U.S.” Elliot.org, 12/18, www.elliott.org/commentary/let-foreign-airlines-fly-in-us/) //RI
Whenever business takes him overseas, Seung Oh prefers to fly on carriers such as Korean Air or Singapore Airlines. “The service is much better than you find on an American airline,” says Oh, the vice president for a technology investment company in Fairfield, Conn. “Too bad they don’t fly domestic routes.” Well, why not? The short answer: The government won’t let them. Under current rules, the right of a foreign airline to carry passengers from one point to another within the United States is usually entirely denied or severely limited. The restrictions are meant to protect our transportation infrastructure and keep us safe. Maybe the time has come to rethink these laws. On Dec. 9, United Airlines made the largest bankruptcy filing in aviation history. It joined US Airways, which also is flying under Chapter 11 protection. Overall, the airline industry will lose billions of dollars this year. United attorney James Sprayregen said his company will hemorrhage between $20 million and $22 million a day this month. The U.S. airline industry’s massive losses are forcing carriers to cut costs deeply, which will affect workers, routes, service and maybe even safety. United, which has already negotiated some worker concessions, says it will require even more slashing to emerge from bankruptcy. Given these cutbacks, allowing foreign carriers into the domestic market could improve life for American travelers. “The foreign carriers would almost certainly make the incumbents the U.S. airlines offer better service, lower prices and, most important, they would behave better,” said Dan Alger, an associate professor of economics and an expert on deregulation at Lawrence University in Appleton, Wis. Is there a market for foreign carriers stateside? Absolutely. For example, Oh said he would be willing to pay extra to fly a foreign airline domestically because he wouldn’t have to endure the inconsistent service levels he finds on the American carriers. Unlike U.S. air carriers, foreign airlines such as Lufthansa are turning a tidy profit (Lufthansa’s profits are up 172% over last year), allowing them to maintain high levels of service not offered on U.S. airlines. While its U.S. competitors cut back on amenities, meals and flight schedules, Lufthansa this summer added an acclaimed all-business-class service between Newark, N.J., and Dusseldorf, Germany. A good analogy for allowing foreign airline companies into the U.S. market is what happened in the auto industry. In the 1970s, an influx of foreign-made autos revved up competition and the quality of American automobiles. Similarly, the lowering of trade barriers in the natural gas market, particularly between Canada and the United States, led to lower prices and more reliable service in the mid-1990s. Sure, there are barriers to changing these rules. But they’re not insurmountable. The country whose carrier wanted to serve a U.S. destination would have to reciprocate, allowing our airlines to compete on its domestic routes. Letting foreign carriers in might raise questions about security. Fortunately, the U.S. government has a new federal agency, the Transportation Security Administration, to make sure such questions are resolved. Labor unions would put up a fight, because they view any loosening of these rules as a threat to their members’ job security. That’s shortsighted. What if JetBlue or Midwest Express two U.S. airlines with reputations for offering excellent customer service could fly to cities within the European Union? What if Southwest Airlines could export its low-cost structure and no-nonsense attitude to Asian markets? Certainly, the United States’ airline industry would benefit substantially from that kind of arrangement. The U.S. government, however, insists on fighting a losing battle. Congress last year allocated $15 billion in loans and grants to the domestic airline industry in an effort to jump-start the business. Rather than relax foreign airline restrictions, the government is rigorously enforcing them. In October, it fined Asiana Airlines, the South Korean carrier, a record $750,000 for unauthorized service between Guam and Saipan, part of a U.S. commonwealth. That’s definitely a move in the wrong direction. If the U.S. government really wants a customer-friendly, competitive airline industry in this country, it should overhaul the protectionist laws that promote mediocrity and stifle true competition among all carriers.

More evidence --  allowing foreign ownership bolsters the US industry and creates sustainable growth. 

Furlan, 6 – MBA in business U of Miami , BS, Aviation Business - Embry-Riddle Aeronautical University

, J.D. Law U of Miami, Counsel and Financial Professional to Jet Trading & Leasing  (Christopher, “Air Cargo Foreign Ownership Restrictions in the United States”,  University of Miami School of Law, 5/13, http://www.tiaca.org/images/tiaca/PDF/Air%20Cargo%20Foreign%20Ownership%20Restrictions%20in%20the%20United%20State.pdf)//RI
4) Greater Stability and Competition Through Global Diversification and Expansion If airline ownership restrictions are removed, stability to the system will be enhanced due to the ability to expand into markets and regions not currently available. As U.S. and other cargo airlines expand operations into new markets through either acquisition or expansion, they will diversify their customer base, country political risks, currency risk, economic risk and other risks associated with the confinement of operating out of only one nation. The reduced reliance on a single home market for the vast majority of revenues would serve to better insulate airlines to economic shocks and downturns in their home markets creating more stable and reliable revenue streams. Similarly, global diversification would allow for a better allocation of costs and the ability to improve cost performance through taking advantage of lower cost structure regions of the world, and provide a greater degree of currency diversification both on the cost and revenue sides. Allowing airlines to branch out and operate in other nations by removing foreign ownership restrictions would provide the industry with greater stability and diversification currently available to most other global industries.

Regulations are outdated by 85 years -- prevents massive industrial capital gains. 

Furlan, 6 – MBA in business U of Miami , BS, Aviation Business - Embry-Riddle Aeronautical University

, J.D. Law U of Miami, Counsel and Financial Professional to Jet Trading & Leasing  (Christopher, “Air Cargo Foreign Ownership Restrictions in the United States”,  University of Miami School of Law, 5/13, http://www.tiaca.org/images/tiaca/PDF/Air%20Cargo%20Foreign%20Ownership%20Restrictions%20in%20the%20United%20State.pdf)//RI
3) Access to Equity and Merger Capital Probably the greatest benefit to the airline industry that would occur from the removal of ownership and control clauses is improved access to global capital. The airline industry is legally restricted from seeking significant levels of overseas capital or vertically integrating with aircraft manufacturers. As airline industry fortunes often move up and down in tandem, when a horizontal merger with another airline would be most likely is also the time when the airlines can least afford the cost of merging. Boxed in as such, allowing the industry to tap the huge market of foreign capital would greatly benefit the financial needs of this capital-intensive industry. Being one of the most international of industries, it is especially anachronistic that its financial requirements should be restricted based on a rationale established in the law dating back to the Air Commerce Act of 1926.

Status quo restrictions prevent industry growth. 

Furlan, 6 – MBA in business U of Miami , BS, Aviation Business - Embry-Riddle Aeronautical University

, J.D. Law U of Miami, Counsel and Financial Professional to Jet Trading & Leasing  (Christopher, “Air Cargo Foreign Ownership Restrictions in the United States”,  University of Miami School of Law, 5/13, http://www.tiaca.org/images/tiaca/PDF/Air%20Cargo%20Foreign%20Ownership%20Restrictions%20in%20the%20United%20State.pdf)//RI
The airline industry, though highly deregulated remains politicized. If an airline wishes to commence service to a non-open skies bilateral country it must seek approval from the DOT and may be awarded the service if unutilized flights are available in the agreement. Most often unutilized flights are unavailable, so the airline needs to petition the DOT to negotiate with the other nation for changes to the bilateral, which may happen in years or not at all. This is an unnecessary restriction on commerce and an administrative burden. Should ownership and control restrictions be eliminated, airlines would be free to increase operations in markets that are promising and profitable with little delay in timing. Conversely, when a market declines, airlines would be in a position to reduce capacity without fear of loosing their right to resume service, as is the case with existing bilateral agreements. Airlines from all participating countries would be in a better position to match capacity with existing cargo demands. This increased flexibility and efficiency is achievable by depoliticizing the international flight allocation process and allowing the free market to determine adequate capacity levels for each market. Similarly, cost savings would accrue to the airlines from the removal of these costly administrative burdens.

Exts – CP Solves (Security) 

Privatizing airport security leads to efficiency gains and creates more localized solutions. 
Johnson, 6 – Ludvig von Mises Institution, Scholar @ Austrian Student Scholar Conference 2005 (Abby, “Can the Free Market Secure Airlines?”, Ludvig von Mises Institution, 2/8, http://mises.org/daily/2011/)//RI
By mandating government enforcement and regulating the details of security in airports, government monopolization results in less efficient production. Unlike private companies, the government is not working for a profit. Hence, the government has less incentive than the industry to weigh the benefits against the costs. According to a government website, "the [airline] industry argues that the impact of federal security mandates and foregone revenue totals $3.8 billion per year." The government does not fully consider these costs, but instead legislates whatever x-ray lines and nail clipper confiscation routines seem appropriate to assure the public it is taking action. This disregard for the cost efficiency of security measures hurts the airline industry and the passengers. On the employee level, civil service protection of federal employees' job security mitigates their incentive for high job performance. Because of the unique position of the government in the market, companies cannot compete for the jobs of federal screeners, airports cannot fire their federal security personnel, and the profit incentive does not exist for government security to provide passenger-friendly service. Government control of airline security minimizes the benefits of competition. In the free market, competing companies create pressure for innovation in security methods and technology and for low prices. The lack of competition in the airline industry removes this incentive because the government's survival in the security market does not depend on its service. Considering the negative effects of government monopoly, privatization makes sense. Privatization opens the doors for innovation. Airports compete with other airports and other means of transportation to attract passengers. The better security and check-in an airport can provide, the more likely it is to survive and make a profit. Ideas for better security abound, and with the pressure created by competition in the free market, airports would be forced to consider innovations to improve security. If airports decided what security measures to implement, security could be individualized for each airport. Each airport could decide what is necessary for its security based on factors like its size and location. Smaller airports do not need the strenuous regulations and enforcement that may be necessary at larger airports. Tailoring security to individual airports is more cost-efficient. As private companies consider security, they weigh the risks against the costs. The incentive to make a profit discourages airports from wasting money on ineffective security measures.

Privatization of airports creates economic growth and better security. 

Johnson, 6 – Ludvig von Mises Institution, Scholar @ Austrian Student Scholar Conference 2005 (Abby, “Can the Free Market Secure Airlines?”, Ludvig von Mises Institution, 2/8, http://mises.org/daily/2011/)//RI
Opponents offer many arguments against privatizing airport security. One is that government enforcement of security in airports boosts public confidence. Proponents of government control argue that the public needs to know there is a guaranteed level of security and the government is generally believed to be the most reliable provider of that standard. Nevertheless, even if a show of force does boost public confidence, the private sector is better equipped to evaluate the costs of visible security. The airlines' very survival necessitates pleasing their passengers. Airlines must realistically evaluate the costs and benefits of a show of security. If no one would fly without bag screening and security personnel on every plane, airlines would screen bags and hire security personnel for every plane. Private companies have a stronger incentive than the government to ensure consumer confidence. Another argument supporting government involvement is that the airline industry represents an important national interest. Airlines are an important part of American infrastructure, but national importance does not necessitate government regulation. Airlines are no more vital to America than electricity, waste disposal, water plants, or food. National interests are the same as government interests only in the view of those who believe the government is the economy's keeper. However, even those who believe that must recognize that government security of all important American industries is impossible. Even the subway system, known to be a terrorist target, does not merit federal screeners. An extension of this argument claims the airline industry is particularly vulnerable as a terrorist target and represents a risk so large that the government must intervene. Planes are big. They carry large amounts of fuel, and because of their speed and size, they can produce tremendous damage. The attacks on September 11, 2001 are the "proof" trumpeted by those who say we need Uncle Sam to keep our airports safe. The risk is undeniable, but remember the weeks after 9/11. Speculations about the next terrorist target ranged from reservoirs to football stadiums. These other industries are also vulnerable, yet football fans are not subject to federal screening and wand-waving before entering the stadium. One hundred percent security is impossible. Risk is always present because it is impossible to take every available measure to prevent attack. Private companies have an incentive to gamble wisely, because their own livelihood depends on their passengers. Security failures never lack attention, but success is largely ignored. There was a failure on 9/11 — whether the government failed in its intelligence or immigration agencies or whether the airports failed in their security measures is still a matter of debate. It would be naïve to attribute the lack of subsequent attacks to government security measures in airports. The passengers on 9/11 did not expect a suicidal hijacking — most hijackings end with a landing on the runway. Now passenger awareness acts as a deterrent because terrorists know that passengers themselves will fight back. The airline industry feels the pressure of terrorist threats. They do not want to risk an attack because of lax security. Federal screeners may wave wands in airports, but they aren't magic. Despite stepped-up government regulations and enforcement of security measures, curious journalists and investigators have proved smuggling weapons is possible in America's airports. The show of government force against security is anything but consistent across the country, yet the American public clamors for more government intervention, and policymakers continue to oblige. Despite the need for security, there is no guarantee that the government is the best one to provide it. On the contrary, the risk merits the best security, which is provided by the free market. The government cannot stop all terrorists from smuggling weapons onto a plane, but because they have a monopoly on security, there is no competition to force them to innovate. As a result, airlines pay more and passengers are less safe than ever. Another argument against privatization is that without a uniform standard of security, airports cannot trust the security of incoming flights. Securing airports in the free market would require cooperation, but airports would have economic incentives to cooperate. If an airport questioned the security of incoming flights, it could restrict those flights. In some cases it would be more economically feasible to screen incoming passengers and luggage rather than ban the flights. Liability for security failure would also motivate individual airports to maintain a high standard of security. Each airport's desire for security would pressure other airports to raise their standards to achieve higher levels of security. Because security is a marketable service, these companies have an economic incentive to provide and maintain a high level of security. The same desire for security that makes Disney World a safe place for the whole family motivates the airline industry to make America's flights as safe as possible. The government's desire for passenger safety is no greater than the desire of the managers in the airline industry. In fact, in the private market scenario, the industry would have the added incentives of competition and profits. Just because the industry doesn't want to waste money does not mean the government must intervene; market forces merely motivate the industry to find the best way to provide good security. Privatization would result in airline security that would be more convenient, more cost-efficient, and ultimately more secure.
Airport security should be privatized. 

Matthews 12 staff reporter for The Baltimore Sun (Mark, “Mica claims progress in privatizing airport screeners,” 5/22/12, http://articles.orlandosentinel.com/2012-05-22/news/os-mica-tsa-privatization-20120522_1_private-screeners-private-security-tsa)//AM
WASHINGTON — In the decade since U.S. Rep. John Mica helped create the Transportation Security Administration, the veteran Republican has gone from reluctant father to outright critic. Few areas of TSA have dodged Mica's scorn; he has attacked the $7.8 billion agency on issues ranging from wasteful spending to the intrusive pat-downs of passengers by airport-security workers. But only recently has the Winter Park legislator made progress on his top goal: eliminating the roughly 52,000 TSA screeners nationwide in favor of those hired by private security companies. An airline law passed earlier this year included language — inserted by Mica — that makes it easier for airports to make the switch by removing barriers that give TSA broad power to deny privatization efforts. "Hopefully we can get most of the airports into that model," said Mica, who admitted progress has been "tough." Only 16 of the nation's roughly 450 airports use private screeners, and TSA has strongly resisted any change. However, Mica said he expects more airports to apply for permission to privatize, and one in Central Florida — Orlando Sanford International Airport — has already done so. That Mica was able to turn his privatization provision into law is a testament to his position as head of the powerful House transportation committee — and a persistence that dates to the TSA's formation in the aftermath of the Sept. 11, 2001, terrorist attacks. "He's kind of like a dog with a bone with this stuff; he keeps going after it. He's tenacious," said Todd Hauptli, a top official with the American Association of Airport Executives, which supports Mica's efforts. Larry Dale, president of Orlando Sanford International Airport, said his facility recently resubmitted an application with TSA that would allow his two-terminal facility to hire private screeners. "The competitiveness of business is what drives this country and makes it great," said Dale, who has been a frequent campaign contributor to Mica. Dale said his airport is looking to partner with a private security firm — likely Covenant, which has an office in Casselberry — as it applies for a private-screener contract that he estimated to be worth millions of dollars, though Dale did not cite exact figures. But he said making money was secondary to having more control. "We want to do it ourselves so we know it's done right," Dale said. Officials at Orlando International Airport, the region's largest, said the facility is considering a change to private screeners — though no decision has been made. Their counterparts at Fort Lauderdale-Hollywood and Miami International airports said there were no current plans to switch from TSA. Opponents of the push to privatize warn that a return to that model — utilized before the Sept. 11 attacks — would again expose the nation's skyways to a terrorist attack and that estimated cost savings were overblown. At a congressional hearing in February, TSA chief John Pistole said an internal study conducted by the agency found that private screening costs 3 percent to 9 percent more than federal screening. He said he saw no "clear and substantial advantage" to increasing the number of airports with private screeners. Mica, meanwhile, has countered with his own study that estimated the nation's 35 busiest airports would save $1 billion over five years if they made the switch. "It's a bloated bureaucracy that is mostly security theater," said Mica, who argues that putting the nation's army of security screeners in private hands would make it more responsive while cutting administrative costs. Doug Laird, a former Secret Service agent and airport-security expert, said he expected that private and federal screeners would offer roughly the same level of protection. And he said switching to private screeners and generating competition could save money — as long as TSA retained an oversight role to ensure safety. That's the position advocated by Mica.

Private airport screeners perform better than public screeners.

Poole, 12 (Robert W., “Annual Privatization Report 2011: Air Transportation”, Reason Foundation, April, http://reason.org/files/aviation_annual_privatization_report_2011.pdf)//EM
Several studies, by the Government Accountability Office and others, found the performance of TSA screening contractors to be as good as or better than that of TSA’s own screeners. A 2008 report called the “Catapult study” was commissioned by TSA. It found that contract screeners performed somewhat better than TSA screeners and probably did so at no higher cost than TSA screeners. The company recommended that TSA reduce its administrative costs at the airports with contract screeners (those costs unfairly inflate the cost of contract screening) and that it take the initiative to expand contract screening to several types of airports: those with low-performing TSA screeners, those with large seasonal swings in passenger throughput, and those where TSA finds it difficult to hire and retain screeners. It also suggested giving screening contractors additional “degrees of freedom” to foster innovation, superior performance and cost controls. Instead of taking these findings and recommendations seriously, TSA did not release the Catapult study and instead did a quick study of its own downplaying the performance comparison and portraying the contract firms’ cost in a less-positive light. Late in 2010, as public outrage over TSA’s introduction of body scanners and aggressive patdowns became a political issue, Rep. John Mica (R, FL), who had chaired the House Aviation Subcommittee that drafted the 2001 House bill, urged airports nationwide to take advantage of the outsourcing option in order to have more passenger-friendly screening. A number of large and medium-sized airports expressed interest in doing so—including Albuquerque, Charlotte, Indianapolis, Minneapolis/St. Paul, and both Orlando International and Orlando Sanford.
Private screening is 42% cheaper and more effective than public screening.

Poole, 12 (Robert W., “Annual Privatization Report 2011: Air Transportation”, Reason Foundation, April, http://reason.org/files/aviation_annual_privatization_report_2011.pdf)//EM
But in January 2011, new TSA Administrator John Pistole rejected all pending applications for the Security Screening Partnership (SSP) program and announced that no more airports could participate (other than the original five plus the dozen other small ones already in the program). This decision appears to be contrary to the language of the ATSA legislation that supposedly permits all airports that wish to opt out of TSA-provided screening to take part in the SSP program. The Senate reacted in February, unanimously enacting a bill in support of SSP. The measure is an amendment to the FAA reauthorization bill that later passed the full Senate. It mandates that TSA act on SSP applications within 30 days and to approve the six applications that were pending when Pistole announced his January decision. And it requires the TSA administrator to report back to Congress on any applications it rejects, giving the reason for such rejection. In the House, where Mica now chairs the Transportation & Infrastructure Committee, that body released a major report on June 3rd, “TSA Ignores More Cost-Effective Screening Model.” It Annual Privatization Report 2011: Air Transportation | 13 presents the result of a detailed comparison of screening costs and effectiveness at two major airports: San Francisco (SFO) with outsourced screening and Los Angeles (LAX) with TSA screening. Based on large differences in cost, driven by higher productivity and lower turnover and training at SFO, the study estimates that the cost of screening at LAX would be 42% lower if its screening were outsourced ($52 million per year instead of nearly $91 million per year). The report also notes the conflict of interest in TSA’s dual roles as both the aviation security regulator and as the provider of most airport screening.

Privatization increases the effectiveness of airport security. 
Poole, 94 [Robert W. Jr., Director of Transportation Policy, Reason Foundation, http://www.policyarchive.org/handle/10207/bitstreams/5983.pdf, “Guidelines for Airport Privatization”, Accessed Jun 25, //SH] 

Some have raised the question of whether privatized airports would be as safe as publicly owned airports. It is important to remember that, regardless of the form of privatization, the FAA would remain as the airport's safety regulator and operator of its control tower and landing aids. In addition, as Payson and Steckler have pointed out, the incentives facing a private airport owner or lessee would promote greater concern for safety, for several reasons.11 First, compared to a municipal entity, an airport firm would have less protection against full legal liability, which would provide strong incentives to go the extra mile on safety (e.g., possibly spending its own funds to add a ground collision-avoidance radar rather than waiting years for the FAA to procure one). Second, any public perception of safety laxness would tend to drive business away to alternate airports. Third, the franchise or lease agreement could include specific provisions regarding safety, over and above meeting the FAA's minimum requirements, which, if breached, would be grounds for penalties or termination. 
Exts – Federal Control Fails 

Publically owned aviation fails and distorts the market -- privatization is a superior option. 
Button 12- professor at George Mason University, past professor of Applied Economics and Transport at Loughborough. (Kenneth, “ONGOING GOVERNMENT FAILURES IN AIR TRANSPORTATION” MERCATUS CENTER, May 17 http://mercatus.org/sites/default/files/Ongoing-Government-Failures-In-Air-Transportation.pdf)//EL

The enactment of the 1978 Airline Deregulation Act saw the first dismantling of a comprehensive system of government control in the United States since 1935: the sun-setting of the Civil Aeronautics Board (CAB). It freed interstate passenger airlines from most economic regulation of market entry and price setting. Freight carriers had been freed in 1977. The overall results have been generally lower fares, more services, and more diverse types of service. Moves to deregulate U.S. international airlines began with the initiation of Open Skies policies in 1979, but only really gained momentum in the early 1990s, again with significant consumer benefits. The large transatlantic market was largely deregulated in 2007. Despite these changes, and the significant economic and social benefits that have come with them, there are still pockets of powerful government intervention in the air transportation sector. Some of these relate to the nature and growth of what is often generically called social regulation and pertains to such things as the environment, safety, security, consumer protection, and the provision of social services. These are not, however, the main concern here, although some comments will be made with a particular focus on issues of consumer protection, the environment, and security in terms of their implications for the airline industry’s performance. There are also generic economic regulations governing things such as minimum wages and working age that extend across the entire American economy; these non- specific interventions are not reviewed here. Our concern is thus with situations where the involvement of government through the use of regulation and public ownership stymies the full potential benefits air transportation can generate. We focus primarily on a number of areas where direct economic regulation still exists and is detrimental to the efficient workings of the air transportation sector. For example, competition within the U.S. airline market, so-called cabotage, is confined to that between national carriers, limiting the potentially beneficial effects of more efficient foreign carriers entering the market. Restrictions on the ownership of U.S. airlines also prevent the potential gains from free factor mobility—in this case, foreign capital being injected into U.S. carriers—from being realized. In addition to the residual economic regulation of airlines, there are government failures in the provision of aviation infrastructure. All the major airports in the United States, save one, are municipal entities or are owned by quasi-public bodies like the New York Port Authority. They are not run on a commercial basis and are not subject to the full rigors of the market. Air navigation services that provide air traffic control come under the auspices of the state-controlled Federal Aviation Administration (FAA), financed through taxation rather than user fees. Basically, the prices charged by the infrastructure providers have little to do with market principles, and the largely political mechanisms for financing infrastucture are almost arbitrary, often depending on the outcome of pork-barrel decision-making. The aim of this work is not to collect a vast amount of new data, but to focus on the nature of some remaining distortions in the provision of air transportation services in the United States and to offer some very general quantification for what this may mean, appreciating that, by definition, the free-market counterfactual cannot be accurately determined. Also, international experiences can be drawn upon to highlight what has happened elsewhere. We make no attempt here to place hard figures on the costs of the distortions that exist: by definition, we have no real idea of what the market outcomes would be. If we did, we could simply regulate for them. Where possible, we offer some quantification of orders of magnitude. The reforms to the U.S. air transportation market since the late 1970s have clearly brought about economic improvements, including lower average prices for users, and greater choice among suppliers, and service attributes more in line with what customers seek. However, the market remains far from perfect, with a range of residual economic regulations stymieing the full potential of the sector. Although many of these continuing regulations relate to infrastructure, a number of serious constraints remain on the direct market for airline services. Indeed, there are some additional constraints that have been added in recent years. These are in addition to imperfections associated with policies related to the environment, security, and safety. The deregulation of the airlines in the 1970s, though influenced by academic work showing some of the costs of the regulatory regime, was largely a reaction to the macroeconomic stagflation of the day and the belief that inflation was a cost-push phenomenon. In many ways, it was also an easy quick fix. The regulatory structure that replaced it focused, initially through social subsidies and later through supposed measures of consumer protection, on meeting the concerns of vocal but relatively small groups. The remainder of the U.S. air transportation system has not seen significant changes in its institutional structure: public ownership in one form or another is the norm, and economic pricing and commercial investing is largely absent. This is despite mounting evidence from other countries that there are more efficient options.
Federal airport control creates monopoly pricing -- guarantees inefficiency. 
Gillen and Cooper 99- Ph.D. (University of Toronto) Director, Centre for Transportation Studies YVR Professor of Transportation Policy Professor and Chair AND** post-graduate researcher at the Institute of Transportation Studies, University of California, Berkeley (David and Douglas, “Public Versus Private Ownership and Operation of Airports and Seaports in Canada” Oct 20, 1999, The Fraser Institute http://oldfraser.lexi.net/publications/books/essays/chapter1.html)//EL
There is clear evidence that efficient prices are more likely with privatization. The prices are not monopoly prices and an airport does not have unfettered control over prices for a number of reasons. An airport provides services to a broad range of customers with differences in their demand elasticities. Just as airlines practice yield management, the practice of segmenting the market by placing restrictions on fare classes and being able to vary fares with the number and type of restrictions, so too could and would airports. They have to spread their costs, traceable and non-traceable, across all user groups. Second, airport services are a derived demand by carriers and other commercial aviation interests. Their demand is contingent on the demand for their product. To the extent they operate in competitive markets, which airlines do, the ability of airports to increase prices is limited. At a practical level, airports face competition from other airports and other modes, in the short to intermediate term. In the longer run, communications is a substitute. Third, there is inter-airport competition for many of the airports in Canada: for example, Vancouver and Seattle, Edmonton and Calgary, and Toronto and Buffalo and/or Pittsburgh. The ability of an airport to increase its prices will be constrained by an airline's ability to move to another airport and simply feed from the previous centre. It is the case that inefficient, and some monopoly pricing, is more likely with public ownership. Having a common price for all users underprices some and overprices others. The higher price will, in some cases, approximate the monopoly price. Airports also tend to focus more on costs than on (monopoly) prices. This is the opposite from most industries.Note Airports essentially have three sources of revenue. Land rental for industrial use on or adjacent to the airport is relatively stable from year to year. Similarly, concession revenue, generally a percentage of sales, does not vary significantly from year to year. Airport/terminal revenue does vary with the volume of traffic. At most major airports this does not vary much. Therefore, revenue in aggregate is relatively stable over time. Hence, since airports cannot affect revenue except over the longer term, they must focus on costs as a means to increase profits. 
Federal control results in delays, dissatisfaction -- privatization of airports would result in more efficiency and needed improvements. 
Keith,1 [Alexander, Issues and Controversies, http://www.2facts.com.proxy.lib.umich.edu/icof_story.aspx?PIN=i0601700&term=privatization, “Air-Travel Delays”, Accessed Jun 20, //SH]
Although unexpected delays have long been an unfortunate component of air travel, they have grown increasingly common in recent years. The skies above the U.S. are more crowded than ever before, resulting in longer and more frequent delays. In the wake of growing public dissatisfaction, many public officials and aviation experts are now considering several proposals to reduce air-travel delays. For more than 40 years, the Federal Aviation Administration (FAA) has been responsible for monitoring aviation safety. A primary component of that task is management of the nation's air-traffic control system--the network of radar, computers and control centers that directs airplane traffic and monitors weather conditions. While most observers say that the FAA does an excellent job maintaining air safety, many also contend that the agency has failed in its role as air-traffic operator. Although the demand for air travel has continued to rise in recent years, the U.S. has failed to increase its capacity to handle the extra traffic. Due to that failure, air-travel delays have become increasingly common. Between 1995 and 2000, flight delays increased 90% and flight cancellations doubled. By 2000, gridlock in the air had grown widespread--more than one in four flights was either delayed, canceled or diverted. And the problem is expected to grow worse as the number of air travelers continues to rise. Many observers attribute those delays to the failure of the FAA to modernize the nation's air-traffic control system. By all accounts, that system is woefully outdated. Although the FAA attempted to modernize the system during the 1980s, spending more than $2 billion in the process, the effort resulted in few improvements. Due to that failure and the recent increase in delays, some policy makers now want to end FAA authority over air-traffic control. They argue that the FAA should focus solely on regulating air safety, and allow a private company to manage air traffic. Proponents of a privatized system, which has already been instituted in Canada, Germany and Australia, contend that private companies are more efficient and consumer-friendly than government agencies. The needed improvements in the nation's air-traffic control system will be made more quickly, cheaply and effectively under independent management, supporters argue.

More evidence -- federal control ensures failure. 
Keith,1 [Alexander, Issues and Controversies, http://www.2facts.com.proxy.lib.umich.edu/icof_story.aspx?PIN=i0601700&term=privatization, “Air-Travel Delays”, Accessed Jun 20, //SH]
Supporters of privatization claim that the FAA is inefficient and poorly managed. They say that FAA administrators have proven themselves incapable of making the necessary upgrades to the air-traffic control system, despite spending billions of federal dollars. "This has been a disaster, particularly in procurement," says Poole. "The FAA has been trying to modernize for 20 years, and they've spent billions, without having a lot to show for it." Moreover, some analysts question whether the FAA will ever be able to oversee the necessary improvements to the nation's air-traffic control system. While government organizations such as the FAA can be effective regulators, they tend not to be effective managers or producers, analysts say. "I am not sure that we gave the FAA a task that is accomplishable," says Daryl Jenkins, director of the Aviation Institute at George Washington University in Washington, D.C. "Everything that we need to do in terms of capacity requires governmental action at some level," says Jenkins. "That's scary when you think about it." A private, independent company, on the other hand, would be much more efficient, supporters of privatized air-traffic control argue. They contend that a business, unlike a government agency, does not have to worry about politics or bureaucracy and can instead focus on the bottom line. "Once taxpayers aren't picking up the tab and political interests are removed, people start thinking differently about how to run things," says former Canadian Transportation Minister Michael Young, who led the transition to a privatized system.

Exts – Regulations Fail 

Eliminating the federal role in airports creates massive growth, reduces costs and is key to competiveness -- empirically proven. 

Oum et al, 10 – Chair Professor of Transport and Logistics @ Sauder Business School, Ph.D. in Inter-Disciplinary Studies (Tae Hoon, “Air transport liberalization and its impacts on airline competition and air passenger traffic”,  JSTOR, 2010, http://www.stl.polyu.edu.hk/Papers/IFSPA09-Papers/9_A013.pdf) //RI **Omit Table 1
Most liberalization efforts have brought in significant traffic growth. Such traffic growth was mainly driven by two factors: First, liberalization removes constraints on pricing, route entry, service capacity and cooperative arrangements among alliance members. This allows airlines to compete more effectively and operate more efficiently, which reduces price and increases service quality in terms of flight frequency, frequent flier programs, etc. As a result, passenger traffic can be stimulated substantially. Secondly, liberalization allows airlines to optimize their network configuration. The implementation of hub-and-spoke networks enabled carriers to link small markets with their hub airports, expanding air services to new destinations. Maillebiau and Hansen (1995) developed a translog air travel demand function in a single aviation market in order to forecast the passenger increase between U.S. and five European countries: UK, France, West Germany, Netherlands and Italy. They estimated that the traffic growth from liberalization is 56% with an average benefit of $585 per passenger. Their results also found a decrease in airline yield of 35% and a 44% increase in accessibility. This is not a surprising result. Button (1998) found that following the U.S. deregulation, during 1978- 1988, passenger traffic increased by 55 percent while scheduled revenue passenger-miles grew by over 60 percent. The real costs of travel fell by about 17 percent on major routes.1 Morrison and Winston (1986) estimated that the U.S. deregulation yield welfare gains of $6 billion to passengers and profit gains about $2.5 billion to stakeholders of carriers (including various labor unions). Table 1 compares the changes in prices of air travel vs. other goods and services in the United States during the 1978-2006 period. It shows that both domestic and international air services are two of the four items with the lowest nominal price increases during the 28-year period: 1.5-1.6 times the price of 1978 for air travel while college tuitions (private and public) increased by the factor of 7.5-8.5 times the 1978 levels. 2.2.2. Productive Efficiency Improvement Liberalization has improves the productive efficiency of the airlines industry via several ways: First, liberalization allows airlines to optimize their network and pricing strategy. This improves airlines’ operation efficiency and average load factor. As a result, average costs have been reduced steadily. Secondly, the increased competition following liberalization forces airlines to relentlessly improve their productive efficiency. Less efficient airlines are either merged or bankrupted, while new business models and innovations (e.g., low cost carriers, e-tickets and self service check-in) are nurtured when firms drive to achieve competitive edge. Oum and Yu (1998), Oum, Fu and Yu (2005) found that after deregulation, many remaining U.S. carriers have achieved global leadership in cost competitiveness. Fethi et al. (2000) found that the EU liberalization have improved airlines’ efficiency significantly. 2.2.3. Effects on Employment in the Aviation Industry As one would expect, the rapid growth brought by liberalization must lead to additional jobs in the aviation sector. Button (1998) estimated that with the substantial growth following the U.S. deregulation, the employment in the air transport industry increased by 32 percent during the 1978- 1988 period. InterVISTAS (2006) estimated that the creation of the Single European Aviation Market in 1993 produced about 1.4 million new jobs in aviation and related industries; the 1998 UK – UAE (United Arab Emirates) liberalization created over 18,700 full-time equivalent positions in the UK side; and the 1986 Germany – UAE liberalization created 745 new full time positions in UAE and 2,600 new jobs in Germany. It should be noted that the job creation process sometimes is accompanied with job relocation, when firms outsource certain functions to more cost effective regions. For example, with the liberalization / formation of European single aviation market, Lufthansa (LH) began to outsource certain functions to Eastern European countries. In 2005, LH built a new shared customer services center in the Czech Republic, and set up maintenance facilities for heavy checks in Hungary. The airline also plans to move most of its accounting and purchasing operations to Poland. In addition to cost cutting, outsourcing strategies are likely driven by the company’s desire to explore overseas opportunities. Outsourcing operations abroad will reduce domestic production. However, a more competitive airline in the global market will achieve more service export for the country (e.g., Clougherty and Zhang, 2008).

Regulations hurt airline industry, only de-regulation can solve. 

Oum et al, 10 – Chair Professor of Transport and Logistics @ Sauder Business School, Ph.D. in Inter-Disciplinary Studies (Tae Hoon, “Air transport liberalization and its impacts on airline competition and air passenger traffic”, JSTOR, 2010, http://www.stl.polyu.edu.hk/Papers/IFSPA09-Papers/9_A013.pdf) //RI
In markets not yet liberalized, there can be many constraints on airlines’ network configuration. Bilateral air services agreements (ASAs) between two countries limit airports and route access, flight frequency and seat capacity. These regulations prevent carriers from optimizing their overall networks. The limitations imposed with a third country (i.e., limitations on beyond rights such as 5th freedom) will further constrain a carrier’s network structure in a region. As many theoretical and empirical studies found, when these constraints are removed, airlines often choose to reconfigure their networks to achieve various objectives: to improve cost efficiency by exploiting “economies of traffic density”5, to enhance service quality by initiating direct flights and/or by increasing flight frequency6, to price more aggressively or to compete more strategically7. Many of these objectives are achieved by streamlining a carrier’s multi-hub network.

Deregulation is key to creativity and harnessing the potential of market forces. 
Bailey, 8 - John C. Hower Professor of Business and Public Policy @ The Wharton School (Elizabeth, “AIR TRANSPORTATION DEREGULATION”, The American Economic Association, 3/15, http://www.aeaweb.org/annual_mtg_papers/2008/2008_264.pdf)//RI

Air carriers are no longer in the same straightjacket that they were in during the days of economic regulation. But deregulation has not moved the air transportation industry quickly into a new equilibrium configuration. Instead, deregulation has enabled a plethora of creative destruction. Consumers have gained enormously from lower fares. Innovation has been rampant. New industries and firms have been born and reconfigured. Operations have been redesigned. Deregulation has enabled a dynamic, not a static, marketplace.

Deregulation lowers costs. 

Robson 1999 (John E, John E. Robson is a distinguished visiting fellow at the Hoover Institution. As chairman of the Civil Aeronautics Board under President Gerald Ford he initiated airline deregulation. “Flying Friendlier Skies,” Hoover Digest No.2, 4/30/99, http://www.hoover.org/publications/hoover-digest/article/6573//Mkoo)
Airline pricing is a complex and dynamic process based on the ever-changing supply and demand for seats. Commented retired American Airlines chairman Robert Crandall, “One of the many aspirations of every airline executive is rubber airplanes—which could be stretched for Friday afternoon flights and shrunk for midweek and early-morning flights.” Absent rubber planes, the airlines offer a variety of fares on the same flight, balancing a fixed supply of seats with the demand different passengers put on those seats, meaning that the vacationer in 10A probably paid less than the business traveler in 10B. The airline rewards the vacation flier with a discounted fare in exchange for making the reservation well in advance, forgoing the right to change the ticket, staying over a Saturday night, or traveling on a lower-demand midweek flight. Today, an estimated 90 percent of all passengers fly on some type of discounted ticket, with 70 percent of them enjoying price discounts of 50 percent or more. What’s in this arrangement for the airlines? The assurance that a significant number of seats on every flight will be occupied. In 1997, the average flight was 70 percent full, a post–World War II high. But the airlines also keep a supply of seats available for a highly valued group of travelers that tends to make plans at the last minute—the business fliers, who pay for the flexibility to make and change plans right up until flight time. The higher dollar value on those seats partly reflects the airlines’ gamble in holding them open for as long as possible. If the seat is still empty at takeoff, the airlines lose. When the economy is strong, as it is today, however, the demand for those business seats skyrockets, sending their price up. If there were rubber airplanes today, the carriers would be stretching them to accommodate more business travelers. In their absence, it’s the fares that are elastic. With the advent of the Internet, airlines ensure that all seats on certain flights will be full by offering cut-rate, last-minute fares on-line to travelers with flexible schedules. For example, every Tuesday TWA lists on its web site bargain round-trip rates on specific flights, usually leaving on the upcoming Saturday and returning on the next Monday or Tuesday. U.S. travelers thus might take a long weekend in Milan, Italy, or Lisbon, Portugal, for only a few hundred dollars. Prices and services are also helped by growing competition in metropolitan regions between carriers at different airports. For example, Southwest Airlines, which does not want to compete with major airlines flying out of Chicago’s hub, O’Hare Airport, uses nearby Midway Airport for its low-fare service. In the Washington, D.C., area, Reagan National Airport, which mainly carries domestic travelers, and Dulles International Airport in Virginia are now facing stiff competition from carriers using Baltimore-Washington International in Maryland. Other regions have similar competition: Logan in Boston faces competition from Providence, Rhode Island; the three major New York City area airports compete with one another; Los Angeles International faces several competitors; and different airports serve numerous cities in Florida, most within a few hours’ drive of one another. That is how a highly dynamic, competitive, and notoriously cyclic marketplace is supposed to work.
Deregulation saves tons of money for airlines and customers -- empirics prove. 

McQuillan 2000 (Lawrence J, Lawrence J. McQuillan was a research fellow at the Hoover Institution. “An Electrifying Proposal,” Hoover Digest No.1, http://www.hoover.org/publications/hoover-digest/article/7902//Mkoo)
Before the Airline Deregulation Act of 1978, airfares were set according to a fare formula administered by the U.S. Civil Aeronautics Board (CAB). In a 1986 study, Steven Morrison of Northeastern University and Clifford Winston of the Brookings Institution calculated what airfares would have been in 1977 if airlines had been allowed to engage in price competition rather than abide by the CAB fare formula. After controlling for factors that influence fares, such as fuel prices, wage rates, flight distances, and service quality, Morrison and Winston report that deregulation would have lowered 1977 airfares by 29 percent. In a more recent study, Morrison and Winston used a different statistical approach to examine data over a longer time period. They concluded that airfares were 22 percent lower, on average, between 1978 and 1993 (i.e., following deregulation and price competition) than they would have been under continued CAB control. Despite occasional complaints (mostly about crowded planes as a result of the lower fares) consumers have benefited greatly from the competitive air travel market.
Dergeulation solves airlines -- competition increases major industry. 
Poole 2012 (Robert Poole is director of transportation policy and Searle Freedom Trust Transportation Fellow at Reason Foundation. Poole, an MIT-trained engineer, has advised the Ronald Reagan, the George H.W. Bush, the Clinton, and the George W. Bush administrations. “Airport Policy and Security Newsletter #78,” Reason Foundation, 4/3/12 http://reason.org/news/show/airport-policy-and-security-news-78//Mkoo)
About every five years or so, America is treated to another attack on airline deregulation, usually offering nostalgic pleas for the good old days when 40% of the seats were empty, fares were affordable only to the affluent, and plane trips were a rare occurrence for average Americans. The Airline Deregulation Act of 1978, enacted under the Carter Administration thanks largely to CAB chairman Alfred Kahn and Sen. Ted Kennedy, transformed a relatively static cartel into a dynamic, competitive industry that democratized air travel in this country and inspired a subsequent transformation of the airline sector in Europe. The latest deregulation critique appears in the March/April issue of Washington Monthly. In “Terminal Sickness,” Phillip Longman and Lina Khan of the New America Foundation advance the thesis that the real victims of deregulation are medium and small airports and the cities they serve. They tell sad tales of the dismantling of fortress hubs at Cincinnati (Delta), St. Louis (TWA), Memphis (Northwest), and Pittsburgh (US Airways). With significantly fewer non-stop flights (including international flights), all four cities are now less attractive as a business headquarters location and as a convention destination. There is no doubt truth to that claim, but the underlying premise seems to be that those airports, once having attained fortress hub status, were entitled to retain it indefinitely, regardless of what else was happening in the larger U.S. or global economy. But the fact is that hubs at those four medium-size airports were an artifact of the over-exuberant second decade of deregulation, when airlines built up far more hubs than were economically viable. The major, successful hubs are in large urbanized areas that have ample origin-and-destination (O&D) business on which to add a large amount of transfer traffic. Consider the eminently successful (and sustainable) hubs in such urbanized areas as Atlanta (4.5 million pop.), Chicago (8.6 million), Dallas/Ft. Worth (5.1 million), Houston (4.9 million), Miami (5.5 million), and New York/Newark (18.4 million). By contrast, the base generating O&D traffic at the medium-size airports is much smaller: St. Louis (2.2 million pop.), Pittsburgh (1.7 million), Cincinnati (1.6 million), and Memphis (1.1 million). Essentially, those four airports that have lost their artificial hub status are now back to a level of airline service consistent with the size of their O&D market. Their attempt to turn themselves into “wayports”—supported largely by transfer traffic—was, not surprisingly, unsuccessful. Longman and Khan even drag in the “outrage” of state capitals like Olympia, WA; Dover, DE; and Salem, OR losing all scheduled airline service in recent years. I testified at the Capitol in Olympia last year, and I can tell you it’s less than an hour’s drive from SEA-TAC, not exactly inaccessible. Salem is just 47 miles from Portland (though Dover is kind of isolated, but then again, so is most of Delaware). I guess in Longman and Khan’s centrally planned airline world, all state capitals would have mandated airline service. And a centrally planned airline world is apparently what they do have in mind. Though woefully short on specifics, their closing paragraphs tout the legal monopoly of the Postal Service and the provision of a single system of water and sewer works in each municipality, after which they state that “transportation in all its forms is not much different.” Competition, apparently, is the fatal flaw in today’s commercial aviation world. As one who grew up in the pre-deregulation era, I must disagree. Sure, it was nice (as a child who didn’t have to pay the high fares) having free meals, empty seats, and room to stretch out. But the cost of that cartelized system was very high—especially in making air travel unaffordable to the majority of families. (My family and I flew on Eastern employee passes.) I’m not surprised that the legacy carriers are still, 34 years after deregulation, figuring out viable business models for competitive markets. Many start-ups have tried and failed, but the survivors seem to have figured out models that work. With the last of the legacy carriers now being restructured in Chapter 11 proceedings, we may finally be finishing up this painful learning process.
Regulations fail -- makes the air travel industry ineffective -- empirically proven. 

Oum et al, 10 – Chair Professor of Transport and Logistics @ Sauder Business School, Ph.D. in Inter-Disciplinary Studies (Tae Hoon, “Air transport liberalization and its impacts on airline competition and air passenger traffic”, JSTOR, 2010, http://www.stl.polyu.edu.hk/Papers/IFSPA09-Papers/9_A013.pdf) //RI
After the World War I, some state-owned enterprises and private airlines began to offer commercial air transport services to the public. However, with low demand and high risk of operation, commercial air transport would not have been sustainable without government support. As a result, the Kelly Air Mail Act of 1925 was passed in the U.S., allowing the Post Office to subsidize private air mail carriage by awarding contracts with payment exceeding air mail revenue on the routes. To oversee such a system, the Civil Aeronautics Board (CAB) was created as a regulator by the Civil Aeronautical Act of 1938. Charged with “the promotion, encouragement and development of civil aeronautics”, the CAB aims to eliminate “unfair or destructive competitive practice” by regulating entry, rate levels and structures, subsidies and merger decisions (Caves 1962, Levine 1965, Borentein and Rose 2007). Quite a few studies (Levine 1965, Jordan 1970 and Keeler 1972) found that the regulations imposed by CAB resulted in limited competition and high fares. Levine (1987) pointed out that fares in unregulated intra-state routes tend to have relatively high service level and load factors with remarkably lower fares. High fares maintained by regulation did not, however, lead to high industry profit. Airlines engaged in non-price competition with inefficiently high service quality (e.g., flight frequency, in-flight amenities) and newer, larger aircraft. This reduced airlines’ load factor while increased average costs. In the years just prior to deregulation, the industry average load factors fell below 50% (Borentein and Rose 2007). Similar pattern has been observed in the international market. The regulatory system on international air transport was formalized in the 1944 Chicago Convention. The United States, which was effectively the only country with sufficient financial resources, a large aircraft fleet and expertise after the World War II, attempted to promote competition on a multilateral basis. However, such an effort was not successful. Following the precedent of the first US-UK bilateral agreement in 1946 (“Bermuda I”), ASAs generally regulate services (passenger, cargo) and routes to be operated, and stipulate fare-setting mechanisms and capacity limit. In one sense, this bilateral system was an interesting solution to a competition issue: that is, countries at the time feared unilateral application of monopoly power by a trading partner. However, it introduced another set of competition problems by constraining entry, especially to routes between countries (Warren and Findlay, 1998). All these regulations have greatly hindered the growth of international travel. Such a situation only began to change gradually with the passage of the 1979 US International Air Transportation Competition Promotion Act (IATCPA), after which the U.S. began to explicitly promote liberalized bilateral ASAs with foreign countries. As evidenced by the outcomes in both domestic and international markets, regulations were introduced with good intentions and objectives. Over time, however, policy makers found themselves drifting away from these original targets, with more and more regulations imposed to correct the undesirable effects. Many governments have realized that a better solution is to deregulate / liberalize the market, which have brought very positive economic effects to the air transport industry as well as the overall economy.
Airlines should be deregulated -- laundry list of empirical success. 

Robson 1999 (John E, John E. Robson is a distinguished visiting fellow at the Hoover Institution. As chairman of the Civil Aeronautics Board under President Gerald Ford he initiated airline deregulation. “Flying Friendlier Skies,” Hoover Digest No.2, 4/30/99, http://www.hoover.org/publications/hoover-digest/article/6573//Mkoo)
On October 24, 1978—a red-letter day for the hundreds of millions of people who fly in the United States each year—President Jimmy Carter signed the Airline Deregulation Act. The act, which began as an initiative in the Ford administration, jettisoned a system that had Washington bureaucrats telling each airline exactly where it could fly and exactly how much—or how little—it could charge. In its place came a robust, competitive system that relies on market forces to set the price, quantity, and quality of air service in the United States. Thanks in large part to that deregulation, America’s airlines provide more service, to more people, to more cities, at lower prices than ever before. Twenty years after that historic transportation policy milestone, however, the federal government is trying to poke its regulatory fingers back in the airline business. The unfortunate efforts to reimpose government guidance come despite overwhelming evidence that airline deregulation has worked well for two decades and, most important, continues to work well today. THE ORIGINS OF DEREGULATION From 1938 to 1978, decisions regarding airline service and fares were made by five presidential appointees on the now-abolished Civil Aeronautics Board (CAB). Created to protect the public and maintain order in the rapidly growing field of commercial aviation, the CAB was launched with the blessing of the existing carriers that, in the immortal 1938 comment to Congress of one airline executive, wanted protection from “destructive competition.” As airline regulation evolved, the carriers were treated like regulated utilities, protected from competition at the expense of consumers and competitors. The CAB held extensive and elaborately staged hearings on nearly every single request regarding routes or prices, including requests by existing and new carriers to start additional service between two given cities. Those hearings were often predictably scripted in their outcome. More often than not, requests to establish new routes were denied or approved with restrictions. Further, the process was expensive and time consuming; it took the CAB eight years to give Continental Airlines permission to fly between San Diego and Denver. That bureaucratic process was more subject to internal regulatory politics than to market forces. A carrier’s per-mile cost is much higher for short trips than for long trips, but the CAB set short-haul fares artificially low so as to be competitive with other modes of transportation such as trains and automobiles. The cost of that subsidy was passed along to long-distance travelers, who paid fares that were artificially high. Moreover, there was no price competition, making air travel an unaffordable luxury for most Americans. In one notorious case before deregulation, it took regulators eight years to allow Continental Airlines to fly between San Diego and Denver. Over time, the tangled and cumbersome regulatory process began to seem inappropriate for the type of economic decisions the CAB was making. The CAB worked to preserve the belief that the regulatory process was scientific, nonpolitical, and judicial in character, resting on the CAB’s mystique of expertise and specialized knowledge. But many decisions in fact were arbitrary. The staff would often struggle to present a plausible rationale for some position the board had reached for reasons—including precedent or politics—that had nothing to do with economic or regulatory theory. Regulators and airline executives spent time and energy on hundreds of penny-ante issues, such as whether the CAB would allow the employees of two affiliated airlines to wear similar uniforms, leaving little time for reflection by the regulators or the airlines about the basic merits of regulation. Shielded from competition, airline executives spent their energy and resources mastering the regulatory process rather than the marketplace. Civil aviation in the United States grew in spite of the CAB, especially after World War II, because, as the country grew more affluent, demands for travel services grew as well. Further, improved technology made air travel faster, safer, and more efficient. By the time President Gerald Ford appointed me CAB chairman in 1975, the CAB was the sole determiner of airline costs allowable for calculating fare levels and, therefore, fare levels themselves. And it seemed to me that if CAB cost controls were to continue to grow stricter and tighter to keep fares down, the airlines would become full-fledged public utilities. The alternative was to look to market forces to become the regulator of commercial aviation. In April 1976 the CAB unanimously announced its support for deregulation, becoming the first regulatory agency to acknowledge the fundamental deficiencies of the system it administered, thereby triggering its own abolition. The CAB’s embrace of deregulation made a politically powerful statement. In a 180-degree turnaround, policymakers and Congress came to agree that the airlines could serve consumers better if the intrusive regulatory structure were replaced by market forces. EVALUATING DEREGULATION Two decades ago, supporters of the status quo predicted that deregulation would result in higher airfares, poorer service, and lower safety standards. Supporters of deregulation understood that a deregulated environment would likely produce new carriers while some established airlines failed. Some communities would gain air service and some would lose it. Prices would go up in some markets and down in others. Those predictions proved correct, but, by the following critical measures, deregulation has been a success. Lower fares. Measured in a variety of ways, airfares have consistently fallen. Economists calculate that fares are lower today than they would have been if the industry had stayed under government control by significant percentages. For example, in April 1998 Northeastern University economist Steven Morrison, a leading authority on the economics of the airline industry, testified before the Senate Judiciary Committee that 1997 airfares, adjusted for inflation, were 40 percent lower than before deregulation. Morrison and Brookings Institution economist Clifford Winston have pegged the annual savings to air travelers at $12.4 billion. More passengers and service. Airline tickets are now an economical, competitive value within reach of most American pocketbooks, as indicated by the increased number of air travelers. In 1978, 275 million people flew on domestic carriers. In 1997, that number had more than doubled, to 600 million passengers. According to Federal Aviation Administration estimates, 740 million people will fly domestic airlines in 2002, and nearly 900 million by 2005—if the nation invests enough money in its aviation infrastructure to accommodate that type of growth. A 1996 General Accounting Office (GAO) report found that departures in 1995, compared with 1978, were up by 50 percent for small airports, 57 percent for midsized ones, and 68 percent for large ones. More competition and jobs. Despite a number of mergers and some highly publicized bankruptcies, competition is keener. According to Morrison’s Senate testimony, the average number of carriers per route has jumped 30 percent since 1977. More than twenty new airlines have been launched in the last six years, and, in 1997, airlines established after deregulation held an 18 percent share of the market. In 1979, fewer than 30 percent of the nation’s airline passengers lived in markets served by three or more competitors; in 1996, that number shot up to 70 percent. There is also somewhat less concentration in market share. Today, for example, the five largest airlines have a 68 percent share of the market, slightly less than they had in the days of regulation, while the next five have increased their market share from 20 to 23 percent. The growth of the airline industry has also created new jobs. According to the Air Transport Association, 530,000 Americans are directly employed today by U.S. airlines, a 50 percent increase since 1978. More service for smaller communities. During their last decade under government regulation, the airlines abandoned—with CAB approval—routes serving many small and midsized communities. In the twenty years since then, competition—primarily small, economical turboprop planes—has brought greater frequency of service to many of those markets. Since 1978, the number of flights to smaller communities has gone up more than 50 percent. The 1996 GAO study looked at eighty-seven small to midsized markets and found that sixty-five enjoyed a combination of lower fares and better service under deregulation. THE HUB-AND-SPOKE NETWORK The industry’s success over the past twenty years is partly the result of the development of hub-and-spoke networks, an efficient and cost-effective way to transport people quickly to a large number of destinations. Under the CAB, carriers were assigned linear routes, forcing them to fly turnaround service between City A and City B, usually with intermediate stops. Unless your destination was City B or one of the few stops along the way, you had no reason to be on the plane. That fact, along with high fares, explains why in 1977 the average flight took off with only 55 percent of its seats filled. After deregulation, market competition forced the airlines to compete for customers on the basis of low-cost, convenient, and attractive service. Their answer was a network of spokes feeding flights into and out of hub airports such as New York, Saint Louis, Minneapolis, Chicago, and Atlanta. Under that system, planes carry passengers bound not only for hub cities but for the hundreds of other destinations reachable from the hub, multiplying the services that airlines are able to offer consumers. For example, an airline that uses twenty-five planes to connect twenty-five City As to twenty-five City Bs will only serve twenty-five pairs of cities. In a hub-and-spoke system, those same planes can be flown from twenty-five places on one side of the hub to twenty-five on the other—providing one-stop transportation between 675 cities (twenty-five cities times twenty-five cities, plus direct flights from fifty cities to the hub). EBB AND FLOW OF ENTRANTS The history of deregulation has seen the fortunes of both established and new carriers alike ebb and flow. In the days immediately after deregulation, the newcomers—the “can’t miss” wave of the future—were leaner, smarter, and more innovative (for example, People Express) than their older rivals. By 1985, new carriers had already jumped to a 17 percent market share. But some of these new, smaller entrants left the market, including Air Florida (opened in 1979, closed in 1983), New York Air (opened in 1980, merged in 1986), and People Express (opened in 1981, merged in 1986). Was the battle over? Not by a long shot. A second wave of new entrants, including Air South, Frontier, Kiwi, and Valujet, by 1996 had rebuilt its share of the market to 18 percent. United Airlines chairman and CEO Gerald Greenwald likened new airlines to newborn sea turtles trying to make their way to the sea: Some will make it and some will not. New entrants fail for a variety of reasons, which include inexperienced management, unrealistic business plans, lack of solid financial backing, public doubts about their reliability, and a poorly conceived pricing structure. Some of the industry’s oldest and proudest names were also unable to survive. Both Eastern Airlines and Braniff closed in 1989, and Pan American shut down in 1990. But other established airlines took difficult steps that enabled them to regain much of their lost market share.
A2 CP Fails – Noise Pollution 
Privatization doesn’t affect noise mitigation. 

Gillen and Cooper 99- Ph.D. (University of Toronto) Director, Centre for Transportation Studies YVR Professor of Transportation Policy Professor and Chair AND** post-graduate researcher at the Institute of Transportation Studies, University of California, Berkeley (David and Douglas, “Public Versus Private Ownership and Operation of Airports and Seaports in Canada” Oct 20, 1999, The Fraser Institute http://oldfraser.lexi.net/publications/books/essays/chapter1.html)//EL
Proponents of public ownership for airports argue that private owners will pollute more. In the case of airports, public sector airports, it is argued, cope better with noise issues than do or would private sector airports. Poole (1992) provides evidence to the contrary. He reports that BAA, Burbank Airport, and Palm Beach County Airport have been successful and innovative in dealing with noise mitigation. The (noise) externality issue, however, has little to do with ownership type. In the United States, the federal government and, in some cases, state or local governments establish noise ordinances that apply to all airfields in their jurisdictions. Transport Canada performs this function in Canada. For a full discussion of noise issues and international comparison see Gillen, D. and T. Levesque (1990), The Management of Airport Noise, Final Report to Transportation Development Centre (July), and Gillen, D. and T. Levesque (1989) Noise Management Strategies: A Survey, Technical Report 89-01 to Transportation Development Centre, Montreal, 1989.Note These regulations apply equally, regardless of whether ownership or management is public or private. Do private airports and seaports have a greater incentive to ignore standards or undertake investments and operations that exceed standards or place extraordinary pressures on the environment? Poole (1992) provides evidence that private airports do as well as public airports in mitigating noise. In Canada, there is little evidence one way or the other, since almost all major airports are owned by Transport Canada. One can, however, look at locally owned or municipal airports such as Oshawa, Edmonton Municipal, and Toronto Island airports for some evidence that local ownership provides an incentive for airports to respond to the demands of the local population and airport environs. Some of the most innovative noise management strategies have been put in place by Edmonton Municipal Airport (Gillen and Levesque 1989 and 1990). A network externality refers to a situation in which the addition of one more node (airport) to a network adds value to the network that exceeds the value of the node operating independently. The reason is that not only can a new airport link with all other airports but those other airports can also link with the new airport. The value of all previously existing airports is therefore higher because they can generate higher utility and/or profits, hence the externality. Network externalities are said to provide a strong argument for having some public control of airports. The reasoning is that an airport that links with other airports will, by monopoly pricing, reduce traffic to itself as well as to many other airports in the system. This externality results from the fact that the airport ignores the impact of its pricing decisions on other airports. There are a number of issues to be considered. First, it assumes that public owners or operators would price to take into account the "system effect" and this has never been shown to be the case. Second, although there is complementarity between origin and destination airports, there are also substitutes. This substitution can offset the need to take into account the positive cross-elasticity between one airport and another. Essentially, the complementarity and substitutability offset each other. It would only be the case in which there is perfect complementarity between two airports that externality pricing creates problems. Third, there is the argument (above) that no airport has an incentive to restrict output. They would engage in some form of yield management. Fourth, there is the evidence from the U.S. where airports are owned and operated by independent authorities that make decisions in their own best interests. The U.S. aviation system has not broken down from a failure on the part of airports to recognize that they are part of a system. Airports are not unlike most other markets, there are substitutes and complements. The minor interdependencies between airports do not provide a strong argument for having Federal control. 

A2 CP Fails – No Investment/Profit Motive

Private sector wants to invest in airports -- lots of reasons. 

Frost & Sullivan 6- an American firm which provides customer-dependent market research & analysis, growth strategy consulting and corporate training services.(“Airport Privatisation” April 2006 http://www.researchandmarkets.com/reports/358103/airport_privatisation.pdf)//EL 

Currently, only two per cent of the worlds commercial airports are managed or owned by the private sector. However, the success achieved by private investors so far is encouraging others to enter the market. Various factors that make the industry attractive for investors are listed below in their order of relevance: - Strong growth trend observed in air traffic during the last several years together with the optimistic forecasts provided - Growth in passenger traffic leading to improved profit margins resulting from economies of scale (the upward traffic trend is also expected to have a positive impact) - Strong commercial opportunities that still remain to be exploited in this business - Significant barriers of entry for newer companies that allows existing participants to improve their earnings - Reduced risk related to exchange rate fluctuations due to the fact that airports generate substantial revenues in hard currencies and both travel and tourism industries are dominated either by the dollar or the euro. 

As the private sector gets involved and starts seeing profits, others will jump on the bandwagon too.

Poole, 12 (Robert W., “Annual Privatization Report 2011: Air Transportation”, Reason Foundation, April, http://reason.org/files/aviation_annual_privatization_report_2011.pdf)//EM
Reflecting on the fiscal pressures facing U.S. local governments, the president of the Airports Council International-North America, Greg Principato, was quoted in Aviation Daily as predicting a new wave of airport privatization. “Once a mayor cashes a $2 billion check” from such a transaction, he said, political attitudes will shift to favor privatization. And airport managers are starting to realize that they could gain more freedom for entrepreneurial management under privatization. And former ACI-NA Executive Vice President Steve Van Beek told HNTB’s Aviation Insight magazine (spring 2010) that “As funding sources decline, airports will increasingly consider other options for financing capital improvements, including privatization.”
Privatization of airports solves -- the private sector wants to invest. 
Conner, 8 [Ralph, Local Government Relations Manager, The Heartland Institute, http://heartland.org/policy-documents/how-privatize-airports-and-why, “How to Privatize Airports…. And Why”, Accessed Jun 24, //SH]

Among the more compelling reasons for American airports to consider privatization: Large commercial airports generate revenues of more than $100 million annually, making them attractive to investors looking for substantial returns. Well-capitalized investment firms--including foreign firms like the one invested in the lease of the Chicago Skyway--are interested in American markets. Funding levels for federal airport grants have diminished and funds for infrastructure improvements are lacking. Eliminating the political dimensions to hiring and management can result in major savings.
A2 Perm

Government fails at airlines -- any bit of intervention damages the industry. 

Robson 1999 (John E, John E. Robson is a distinguished visiting fellow at the Hoover Institution. As chairman of the Civil Aeronautics Board under President Gerald Ford he initiated airline deregulation. “Flying Friendlier Skies,” Hoover Digest No.2, 4/30/99, http://www.hoover.org/publications/hoover-digest/article/6573//Mkoo)
During the past twenty years, the aviation free market reflected advances in technology, changing customer demand, and the cyclic nature of the United States and global economies. Unwarranted action by the Department of Transportation (DOT) and Congress would disrupt that market system, replacing dynamic forces with legislative or regulatory edicts. No legislation, no matter how well crafted, can guarantee an airline experienced management, smart business plans, adequate capital, or a strong economy. Yet the list of legislative proposals keeps growing. One Senate bill, for example, would create a new government subsidy program to help finance jet service to small and medium-sized communities. A House bill would create a new commission to review airline pricing strategies. Such a body has the potential to become either a meddlesome kibitzer in the affairs of the airline industry or a Trojan horse for airline reregulation. Neither is a welcome prospect.

Mass Transit CP

1NC – CP 

TEXT: The United States federal government should phase out its transit infrastructure investment, and repeal the Urban Mass Transit Act of 1964. 

Repeal solves inefficiencies and incentivizes private involvement. 

Van Doren, 3--PhD from Yale, editor of the quarterly journal Regulation, has taught at Princeton, Yale and the University of North Carolina at Chapel Hill, former postdoctoral fellow in political economy at Carnegie Mellon University (Peter, “HANDBOOK FOR CONGRESS”, Cato Institute, 2003, http://www.cato.org/pubs/handbook/hb108/hb108-36.pdf)//EM

The Urban Mass Transit Act of 1964 should be repealed. Transit accounted for fewer than 2.0 percent of total daily trips in 1995 and 3.2 percent of work trips. Average transit load (passenger-miles divided by available seat-miles) is only 16 percent. Only New York City rail transit has more passenger-miles per route-mile (approximately 40,000) than average urban freeway passenger-miles per lane-mile (approximately 25,000). And light rail transit is only 18 percent as productive (4,523/ 25,385) as urban freeways. Most of the time, buses and subways are running empty. The net result is that even though government spent $70 billion on new mass transit projects in the 1990s, the number of people using transit to go to work actually decreased slightly from 1990 to 2000 according to the 2000 census. Yet the outdated transit act provides incentives to local governments to build urban rail and subway systems by providing up to 75 percent of construction funds.
Ending infrastructure subsidies incentivizes state and local governments to privatize -- current infrastructure problems exist because of government control. 
Edwards and DeHaven, 10 – budget experts at the Cato Institute (Chris and Tad, “Privatize Transportation Spending,” 6/17,  http://www.cato.org/publications/commentary/privatize-transportation-spending

If the president ever gets serious about eliminating programs, the $91 billion Department of Transportation would be a good place to start. The DOT should be radically chopped. America's mobile citizens would be better off for it. Rising federal control over transportation has resulted in the political misallocation of funds, bureaucratic mismanagement and costly one-size-fits-all regulations of the states. The solution is to devolve most of DOT's activities back to state governments and the private sector. We should follow the lead of other nations that have turned to the private sector to fund their highways, airports, air traffic control and other infrastructure. The first reform is to abolish federal highway aid to the states and related gasoline taxes. Highway aid is tilted toward states with powerful politicians, not necessarily to the states that are most in need. It also often goes to boondoggle projects like Alaska's "Bridge to Nowhere." Furthermore, federal highway aid comes with costly regulations like the Davis-Bacon labor rules, which raise state highway costs. For their part, the states should seek out private funding for their highways. Virginia is adding toll lanes on the Capitol Beltway that are partly privately financed, and Virginia is also home to the Dulles Greenway, a 14-mile private highway in operation since 1995. Ending federal subsidies would accelerate the trend toward such innovative projects. Another DOT reform is to end subsidies to urban transit systems. Federal aid favors light rail and subways, which are much more expensive than city buses. Rail systems are sexy, but they eat up funds that could be used for more flexible and efficient bus services. Ending federal aid would prompt local governments to make more cost-effective transit decisions. There is no reason why, for example, that cities couldn't reintroduce private-sector transit, which was the norm in U.S. cities before the 1960s. To government planners, intercity high-speed rail is even sexier than urban rail systems. The DOT is currently dishing out $8 billion for high-speed rail projects across the country, as authorized in the 2009 stimulus bill. Most people think that the French and Japanese fast trains are cool, but they don't realize that the price tag is enormous. For us to build a nationwide system of bullet-style trains would cost up to $1 trillion. The truth about high-speed trains is that even in densely-populated Japan and Europe, they are money losers, while carrying few passengers compared to cars, airlines and buses. The fantasy of high-speed rail in America should be killed before it becomes a huge financial drain on our already broke government. Through its ownership of Amtrak, the federal government also subsidizes slow trains. The government has dumped almost $40 billion into the company since it was created in 1971. Amtrak has a poor on-time record, its infrastructure is in bad shape, and it carries only a tiny fraction of intercity passengers. Politicians prevent Amtrak from making cost-effective decisions regarding its routes, workforce polices, capital investment and other aspects of business. Amtrak should be privatized to save taxpayer money and give the firm the flexibility it needs to operate efficiently. A final area in DOT to make budget savings is aviation. Federal aid to airports should be ended and local governments encouraged to privatize their airports and operate without subsidies. In recent decades, dozens of airports have been privatized in major cities such as Amsterdam, Auckland, Frankfurt, London, Melbourne, Sydney and Vienna. Air traffic control (ATC) can also be privatized. The DOT's Federal Aviation Administration has a terrible record in implementing new technologies in a timely and cost-effective manner. Many nations have moved toward a commercialized ATC structure, and the results have been very positive. Canada privatized its ATC system in 1996 in the form of a nonprofit corporation. The company, NavCanada, has a very good record on both safety and innovation. Moving to a Canadian-style ATC system would help solve the FAA's chronic management and funding problems, and allow our aviation infrastructure to meet rising aviation demand. There are few advantages in funding transportation infrastructure from Washington, but many disadvantages. America should study the market-based transportation reforms of other countries and use the best ideas to revitalize our infrastructure while ending taxpayer subsidies.
Publicly owned mass transit is financially unsustainable, decreases ridership, and undermines innovation in transit -- the CP solves the case better and maximizes individual freedom

O’Toole, 10 - senior fellow at the Cato Institute (Randal, “Fixing Transit The Case for Privatization”, 11/10, http://www.cato.org/pubs/pas/PA670.pdf)
All the problems identified in this report are a direct result of public ownership of transit systems: • Transit productivity has declined because transit managers are no longer obligated to ensure that revenues cover costs. In fact, in the world of government, agency managers are respected for having larger budgets, which leads transit managers to use tools and techniques that actually reduce productivity. • Transit’s tax traumas during the recession are typical of government agencies that create new programs during boom periods that are not financially sustainable in the long run. Private businesses do the same thing, but are able to slough off marginal operations during recessions. Public agencies have a difficult time doing so because each program and each transit line has a built-in political constituency demanding continued subsidies. • Public agencies are also more likely to run up debt because political time horizons are so short: what an agency provides today is much more important than what that service will cost tomorrow. This is especially true when it comes to pensions and other worker benefits whose true costs can be postponed to the politically distant future. • The tendency to build expensive infrastructure whose maintenance cannot be supported by available revenues is a particular government trait. As one official at the U.S. Department of Transportation says, politicians “like ribbons, not brooms.” In other words, they like funding highly visible capital projects, but they gain little from funding the maintenance of those projects. • The failure to innovate and the tendency to turn to social engineering when people will not behave the way planners want are inconsistent with the values of a free society. Ironically, the real problem with public transit is that it has too much money. The addition of tax dollars to transit operations led transit agencies to buy buses and other equipment that are bigger than they need, to build rail lines and other high-cost forms of transit when lower-cost systems would work as well, to extend service to remote areas where there is little demand for transit, and to offer overly generous contracts to politically powerful unions. Privatizing transit would solve these problems. Private transit operators would have powerful incentives to increase productivity, maintain transit equipment, and avoid transit systems that require expensive infrastructure and heavy debts. While private transit systems would not be immune to recessions, they would respond to recessions by cutting the least-necessary expenses. In contrast, public agencies often employ the “Washington Monument Syndrome” strategy: they threaten to cut highly visible programs as a tactic to persuade legislators to increase appropriations or dedicate more taxes to the agency, such as New York MTA’s proposal to eliminate discounted fares for students. Despite the almost complete socialization of America’s transit industry, there remain a few examples of private transit. Though most states have made public transit agencies legal monopolies, there have also been a few new private start-ups in places where private transit is permitted.

Exts – CP Solves (General) 
The counterplan ends subsidies for mass transit and incentivizes transit agencies to privatize. 
O’Toole, 10 - senior fellow at the Cato Institute (Randal, “Fixing Transit The Case for Privatization”, 11/10, http://www.cato.org/pubs/pas/PA670.pdf)
Instead of the “complex and nebulous” goals identified by Lave in 1994, urban transit should have a single goal: to efficiently move people who are willing to pay for that transportation. As illustrated by the large differences in costs between buses that are contracted out and buses that are directly operated by public agencies, private businesses are more efficient than publicly owned transit systems. To achieve this goal, federal, state, and local governments should take the following steps: 1. State and local governments should stop subsidizing highways. In the decade ending in 2008, some $444 billion in general funds were spent on roads (after adjusting for inflation to 2008 dollars). This was partly offset by $234 billion in diversions from highway user fees to transit and other nonhighway programs. Even if this offset is not counted, ending the $444 billion in subsidies will not pose a hardship on drivers, as the subsidies amount to just 1.5 cents for each of the 29 trillion vehicle miles driven in those years. At the same time, ending the subsidies will provide an important object lesson for the transit industry: transportation can and should pay for itself. Ending highway subsidies will also take away the argument of transit advocates that, since highway users receive subsidies of less than a penny per passenger mile, transit users should receive subsidies of more than 70 cents per passenger mile. The best way to end the subsidies would be to switch from gasoline taxes to vehicle-mile fees as the basis for paying for highways. As noted by Jim Whitty of the Oregon Department of Transportation at a recent conference on mileage-based fees, electronic fees can be collected for every road, with funds going to the government agency that owns or manages that road; they can vary by the level of traffic in order to minimize congestion; and they can be charged without invading driver privacy. 113 Mileage fees will be more politically palatable to drivers provided, first, that the vehicle-mile fee is a replacement for—not an addition to—existing gasoline taxes and, second, that the collected fees are spent only on highways, roads, and streets, and not diverted to other activities. 2. Congress should phase out subsidies to transit and all other forms of transportation. To the extent that transportation is interstate in nature, Congress should ensure that transportation programs are fiscally prudent. This means that, whenever possible, they should be privately operated and always funded out of user fees, not taxes. If there is a special need to federally fund some program, such as a program aimed at reducing air pollution, federal funds should be spent on projects that directly address that problem. The idea that funding indirect programs such as transit to reduce congestion, save energy, clean the air, and solve other problems simply leads to wasteful spending on projects that do not really address any of those problems. 3. Congress should eliminate New Starts, Small Starts, the Congestion Mitigation/Air Quality fund, and other nonformula funds. These funds have become “open buckets” that encourage transit agencies to plan wasteful projects in order to get larger shares of federal funds. “Formula funds”—federal funds that are distributed on the basis of such factors as population, land area, and/or actual use—are much better because they are fairly fixed and thus state and local transportation agencies have little incentive to spend on inappropriate projects because more spending will not lead to more federal grants. 4. Congress should include user fees in the formula funds. Funds distributed on the basis of the user fees collected will give transit and other transportation agencies incentives to focus on better service to users rather than on pleasing politicians. For example, a formula that distributes funds to states based 50 percent on user fees, 45 percent on population, and 5 percent on land area initially results in a distribution similar to today’s distribution of highway funds, but in the long run rewards states (and transit agencies within each state) that increase the share of their transportation systems paid out of user fees. Once transit agencies are more focused on user fees, it will be easier for them to privatize transit operations. 5. States should end diversions of gas taxes and other highway fees to transit. In 2008, California diverted more than $800 million, Pennsylvania diverted more than $600 million, and other states diverted nearly $3.7 billion in gas taxes to transit. California also diverted $1.2 billion, and other states diverted $2.6 billion, in motor vehicle registration fees to transit. New York diverted almost $500 million, and other states diverted $200 million more, in road tolls to transit. 114 This unearned money gives transit agencies a license to spend on programs that have no economic or financial justification. They also reduce the public faith in highway user fees, making it difficult for state and local agencies to raise the fees they need to maintain and improve roads. 6. States should end other transit subsidies. In addition to highway user fees, states dedicated more than $5 billion in income, sales, property, and other taxes to transit operations. Phasing out this money would encourage transit agencies to privatize their operations. 7. States may want to provide mobility assistance to low-income, disabled, and other people who lack automobility. Instead of giving transit agencies billions of dollars and hoping they will use it to help people who cannot drive, states could give mobility vouchers to such people. These vouchers could be applied to any common carrier form of transportation: airlines, Amtrak, intercity buses, urban transit, or taxis. 8. Transit agencies should privatize their systems in ways that promote efficient services to people in their cities or districts. Where possible, privatization should encourage, or at least allow for, competition. But transit agencies should consider a variety of options (such as franchises, curb rights, and unrestricted competition) to determine what might be best for their particular urban areas. Conclusion Public ownership of transit is one of the least defensible government programs in the United States. It has led to a huge decline in transit productivity, a large increase in costs, and only minor increases in outputs. In addition, a powerful lobby of groups now feel entitled to government support—groups that do not include transit riders, for the most part, but instead are mainly rail construction companies and railcar manufacturers, transit contractors, transit employee unions, and the transit agencies themselves. Privatization will make transit responsive to users, not politicians, and will actually lead to better services for many transit users.

Privatization solves better than the aff -- creates major cost reductions. 
O’Toole, 10 - senior fellow at the Cato Institute (Randal, “Fixing Transit The Case for Privatization”, 11/10, http://www.cato.org/pubs/pas/PA670.pdf)
Private transit providers will focus on reducing costs and focusing scheduled transit services on high-demand areas where they can fill a high percentage of seats. To reduce costs, they would employ transit technologies that have minimal infrastructure requirements, use the appropriate size of vehicle for each area served, and economize on labor. Privatization would probably improve transit service in the inner cities, where most transit patrons live, while it would reduce service in many suburbs, where most people have access to cars. Privatization would also greatly alter the nature of transit services in many cities. Private investors would be unlikely to expand or upgrade high-cost forms of transit such as light rail, streetcars, and automated guideways. Private operators might continue to run existing rail lines until the existing infrastructure is worn out, which tends to be after about 30 years of service. Rather than rebuild the lines, private operators would probably then replace the railways with lowcost, flexible bus service. Private operators might find it worthwhile to maintain a few heavy-rail (subways and elevateds) and commuter-rail lines in the long run. Fares cover more than 60 percent of the operating costs of subways/elevateds in New York, San Francisco, and Washington; more than half the operating costs of commuter trains in Boston, Los Angeles, New Jersey, New York, and Philadelphia; and more than half the operating costs of subways/elevateds in Boston and Philadelphia. It is possible that private operation could save enough money to cover operating costs, with enough left over to keep infrastructure in a state of good repair in many of these cities. Most other rail lines, including virtually all of the ones being planned or built today, would not pass a market test, mainly because buses can attract as many riders at a far lower cost. Bus services would change as well under private operation. In heavily used corridors, private transit services would offer both local bus services (that stop several times per mile) as well as bus rapid transit services that connect major urban centers and rarely stop between those centers. In low-demand areas, private operators would likely substitute 13- to 20-passenger vans for the 40-seat buses currently used by most public agencies. In even lower-demand areas, private companies may elect to focus on SuperShuttle-like demandresponsive services that pick anyone—not just disabled passengers—up at their doors and drop them off at their destinations.

Empirically, privatization decreases costs and leads to faster delivery of infrastructure. 
Plumer, 12 - reporter focusing on energy and environmental issues for the Washington Post (Brad, Washington Post, “More states privatizing their infrastructure. Are they making a mistake?,” 4/1, http://www.washingtonpost.com/blogs/ezra-klein/post/more-states-privatizing-their-infrastructure-are-they-making-a-mistake/2012/03/31/gIQARtAhnS_blog.html)

The other way to privatize infrastructure is to have a private firm take charge of building a road, bridge, or transit system from the start. From a global perspective, this isn’t a radical idea. Countries like France, Spain, and Australia have long harnessed these public-private partnerships to build their highways and rail lines. “Compared to other countries, we’re way behind on this,” says Schank. (Indeed, that’s why the large firms that handle these public-private contracts are often European — foreign companies have all the expertise.) Here’s how this setup would work. Say a state wants to build or upgrade a highway. Various private companies will bid for the project, and the winning bidder has to raise enough money from outside investors to design, operate, build, and maintain the highway for a fixed number of years. The firm is allowed to recoup its costs through tolls and the like over that span. Because the private company is on the hook for the whole thing, it has an incentive to keep costs as low as possible and finish the road on time. “The idea here,” says Robert Poole of the Reason Foundation, “is that the government is only commissioning projects where the private sector is willing to put its skin in the game.” There’s some evidence that privately operated infrastructure projects can get built more quickly — and for less money — than projects wholly overseen by the government. One 2007 study (pdf) from Allen Consulting and the University of Melbourne looked at 54 large infrastructure projects in Australia and found that the privately financed ones had smaller cost overruns and were more likely to be finished on schedule than those financed through traditional public-sector methods.

Ending government control allows entrepreneurial competition to ensure the success of mass transit. 
Klein 2k- Professor of economics at Santa Clara University (Daniel, "Planning and the Two Coordinations, With Illustration in Urban Transit." Department of economics, Santa Lara University. 2000www-pam.usc.edu/volume1/v1i1a1print.html)//TD

Let us suppose that the governments of Los Angeles closed down all its transit services and declared a free competition policy for all bus, shuttle, and taxi services. Also, private entrepreneurs would be welcome to construct heavy or light rail lines, though it is unlikely that any would. All relevant levels of government sanctify this sudden transit tabula rasa. Entrepreneurs both large and small would begin offering their services, just as entrepreneurs do in many cities today (sometimes even in defiance of law). We would expect the vehicles of most route-based services to be owner-operated vans, often operating under fleet brand-names or associations. The variations and peculiarities of transit markets are many, and the multiplicity of vehicles, modes, and service options are impossible to predict, especially in a free-enterprise context. I will posit some general features of what might take place. First consider door-to-door services. Taxis, shared-ride taxis, carpools, van pools, and subscription commuter shuttles would compete in the open market. The parties involved would coordinate directly. Many services would use fancy dispatching or external display boards to aid on-the-spot coordination. Then there is line-haul service on busy boulevards. One might envision a fairly steady flow of vehicles plying the boulevard, perhaps according to a fixed scheduled, perhaps not. Finally, for secondary routes off the main boulevard or in the suburbs, let us imagine scheduled fixed-route service, every 45 minutes or so.

The CP solves -- deregulation in other sectors proves it’ll be effective. 
Winston, 2k-- fellow at the AEI-Brookings Joint Center for Regulatory Studies and a

senior fellow at the Brookings Institution (Clifford, “Government Failure in Urban Transportation.”, AEI-Brookings Joint Center for Regulatory Studies, November, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=259788)//EM
Deregulation of intercity transportation revealed that regulation had substantially raised carriers’ costs and inhibited marketing and service innovations (Winston (1998), Morrison and Winston (1999)). Given the freedom and incentive to use the latest technologies to improve routing, scheduling, and vehicle design, private transit companies could substantially raise load factors and improve productivity. Greater 14 competition would put downward pressure on labor and capital costs. Such influences drove deregulated railroads’, airlines’ and truckers’ real operating costs more than a third lower than they had been under regulation. It is likely that transit operating costs would decline similarly if bus and rail companies were privatized.28 Under deregulation, airlines accelerated development of hub-and-spoke route structures to increase flight frequencies, railroads introduced double stack trains and made greater use of intermodal (truck-rail) systems to improve service times, and truckers developed high-service megacarriers. Railroads and truckers also contracted with shippers for special services, such as expedited pick-up and delivery to facilitate just-intime inventory policies. Similar service innovations by privatized bus and rail transit companies would also benefit travelers. Possibilities include new non-stop express van and bus services, specialized scheduled and non-scheduled van services, and door-to-door services.29 Private bus and rail companies might also find it profitable to offer premium higher fare service with seat and schedule guarantees. Transit service innovations could also generate improvements in land use, something rarely achieved by public transit (Pickrell (1999)). These innovations go beyond what John R. Meyer characterizes as “transit’s streetcar mentality”—scheduled stops by large buses or rail cars along a fixed route under all travel conditions. Transit operators, for example, might improve efficiency and service to travelers by providing looped express bus operations—turning some buses short instead of running all buses the full length of the route—and running minibus operations on the outer (lower density) parts of the route (see Kerin (1990)). Indeed, as I discuss later, intensive minibus operations have been a beneficial outcome of British bus privatization.
Market forces solve the case best.  

Winston, 2k-- fellow at the AEI-Brookings Joint Center for Regulatory Studies and a

senior fellow at the Brookings Institution (Clifford, “Government Failure in Urban Transportation.”, AEI-Brookings Joint Center for Regulatory Studies, November, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=259788)//EM
Privatization and deregulation could transform the U.S. urban transportation system in the same way that deregulation has transformed U.S. intercity transport. Starting in the mid-1970s, deregulation of the railroad, trucking, and airline industries gave each the incentive and ability to become more efficient, innovative, and responsive to customers, generating more than $50 billion in annual net benefits to consumers (Winston (1998)). Given deregulation’s bipartisan political support, it is puzzling that privatization conjures up ideological connotations among some policymakers instead of hope that it, combined with deregulation, can solve government failures. In fact, there is ample evidence that market forces in urban transit could accomplish a great deal of what 26 Similarly, policymakers have only addressed road damage by repairing roads. They have not pursued efficient road wear taxes that would encourage truckers to shift to trucks that do less damage to the roads. 27 Peter Behr, “Area Leaders Hit Traffic Roadblock: Political Obstacles Hamper Solutions to Driving Woes,” Washington Post, September 28, 1997, p.A1. 13 public officials have been unable or unwilling to do. A conceptual case for privatizing roads can be made, but it needs empirical analysis.
Exts – CP Solves (UMTA) 

UMTA is emblematic of federal planning failures -- allowing private sector control of mass transit solves best. 
Love and Cox, 91--Illinois-based consultants who specialize in transportation, privatization, and the economics of the public sector. (Jean and Wendell, “False Dreams and Broken Promises: The Wasteful Federal Investment in Urban Mass Transit”, 10/17, http://www.cato.org/pubs/pas/pa-162.html)//EM
Public transit has suffered declining labor productivity over the past two decades. Productivity as measured by hours of bus service produced per constant dollar fell an average of 43 percent from 1964 to 1985; the productivity decline for large transit agencies was 55 percent. About one-third of the cost increases over inflation in urban transit since 1970 can be attributed directly to the decline in productivity.(39) Let us put the dismal record of transit worker productivity and performance into perspective. The unsubsidized private taxi industry employs about the same number of workers as transit but provides three times as many vehicle miles of service.(40) Yet transit is heavily subsidized by government and taxis receive virtually no public assistance. One explanation for transit's steep productivity decline is that transit employees are working less. Average annual service hours worked by each public transit employee (for buses) fell from 1,228 in 1964 to 1,028 in 1985. The decrease in productivity was worse for the largest transit agencies--from 1,205 hours in 1964 to 929 hours per employee in 1985.(41) Meanwhile, public transit driver absenteeism, which is epidemic in the industry, averaged 34 days a year in Miami, 32 days in Los Angeles, and 27 days in Pittsburgh, exclusive of vacations and holidays.(42) Another cause of the anemic productivity levels in the transit industry is a provision of the Urban Mass Transportation Act of 1964, section 13(c),(43) which is administered by the U.S. Department of Labor. That provision has secured for transit workers a degree of bargaining power that is not shared by employees or labor unions in other U.S. industries.(44) It sounds innocent enough, requiring that adequate labor arrangements be made to ensure that employees are not harmed as a result of federal funding. In practice, however, section 13(c) has been interpreted to require negotiation of generous labor agreements between transit agencies and their unions. Failure of a transit agency to make concessions to labor can result in loss of federal funding, thus giving transit labor unions de facto veto power over the coveted capital (and operating) grants.(45) Section 13(c) has impeded efforts to improve productivity and efficiency in the transit industry. It requires up to six years' pay for an employee whose job is eliminated as a result of economies or efficiencies. Assuming the 1988 annual compensation level of $41,000 for the average public transit bus driver, legally mandated severance pay could be as much as $250,000 per worker, compared with mandated severance pay (unemployment insurance benefits) of less than $5,000 for typical American workers. Section 13(c) also has so skewed collective bargaining in favor of transit unions that they have negotiated not only higher-than-market compensation in the industry but absurd work rules that extract pay for not working. For example, the use of part-time labor is severely restricted or prohibited outright, even though part-time labor is ideal for public transit, because a large percentage of public transit service is consumed during rush hour periods in the morning and evening. Under current operating practices, to cover both morning and evening rush hours, drivers are paid for time not worked during midday. Most public transit labor contracts also require the full-time employment of substitute drivers. Sometimes substitute drivers operate buses and are paid for driving; other times substitute drivers are paid to sit and wait. Substitute public transit drivers, who have skills that can be learned in a month or less, are paid whether or not they work; substitute public school teachers, who must have at least four years of college, are paid only when they work. The net effect of those restrictive work rules is that public transit bus drivers work as few as 36 minutes of each hour for which they are paid on some services, and the average is less than 50 minutes of work for each hour's pay. Practices such as those would bankrupt a company in the competitive marketplace. The combination of federal subsidies, excessive pay rates, routine cost overruns, and archaic work rules in the transit industry has prevented implementation of economical investment and operating procedures in public bus and rail service. That combination has been a major factor in transit's cost escalation. The annual excess of transit costs over inflation (from 1970) is now more than four times the total amount of federal operating subsidies. Pumping billions of additional federal tax dollars into such a system does not contribute to the development of America's infrastructure and ultimately makes the nation less, not more, competitive.
Exts – Federal Control Fails

Publicly owned transit substantially increases costs. 
O’Toole, 10 - senior fellow at the Cato Institute (Randal, “Fixing Transit The Case for Privatization”, 11/10, http://www.cato.org/pubs/pas/PA670.pdf)
While worker productivities and energy efficiencies declined, costs rose. From 1965, when the federal government began subsidizing transit, through 2008, the latest year for which data are available, adjusting for inflation using the consumer price index (CPI), fares collected per trip declined by nearly 24 percent, while operating costs per trip rose by 125 percent. When adjusting for inflation using gross domestic product deflators, fares per trip declined only 4 percent but costs per trip rose 184 percent. Total operating subsidies have grown from $0.6 billion in 1965 to $24.5 billion in 2008 (adjusted using GDP deflators). 20 One reason for the rise in costs is that Congress required transit agencies whose employees were represented by labor unions—meaning most of them—to obtain union support to be eligible for federal grants. As Charles Lave noted, the unions used this as leverage to win generous pay and benefit contracts. 21 The New York Times reports that more than 8,000 of the New York Metropolitan Transportation Authority’s 70,000 employees earned more than $100,000 in 2009, with one commuter-train conductor collecting nearly $240,000. One locomotive engineer earned a $75,000 base salary, $52,000 in overtime, and $94,600 in “penalty payments,” extra pay for driving a locomotive outside of the yard in which he worked. Engineers would earn two days pay for driving two different kinds of locomotives—electric and diesel—in one day. 22 Overtime alone costs the MTA $560 million a year. 23 That includes $34 million in “phantom” overtime paid to workers while they were on vacation. 24 When Los Angeles’ transit agency attempted in 2000 to save money by, among other things, hiring more employees to reduce overtime costs, union workers went on strike for 32 days until the agency backed down. 25 The MTA is not alone; tales of bus drivers earning more than $100,000 per year can be found throughout the United States. The highest-paid city employee in Madison, Wisconsin, is a bus driver who earned nearly $160,000 in 2009. 26 San Francisco Muni paid nearly 20 percent of its employees more than $100,000 (including benefits) in 2009. 27 Another reason costs have increased is that transit agencies have invested heavily in high-cost transit systems when lower-cost systems would work as well. Between 1992 and 2008, more than 35 percent of transit capital investments have been spent on commuter- and light-rail systems. In 2008 these modes accounted for more than 15 percent of operating costs, yet carried only 9 percent of transit riders. 28 Since 1965, federal, state, and local taxpayers have provided more than $500 billion (inflation-adjusted) in operating subsidies to transit. Complete data on capital funding are not available before 1988, but evidence suggests that capital subsidies typically equal about 60 percent of operating subsidies. 29 Thus, it is likely that taxpayers have provided more than $800 billion (inflation-adjusted) in subsidies to transit since 1965.
This increases debt of transit agencies and will force service cutbacks -- turns the case. 

O’Toole, 10 - senior fellow at the Cato Institute (Randal, “Fixing Transit The Case for Privatization”, 11/10, http://www.cato.org/pubs/pas/PA670.pdf)
Transit agencies that have invested heavily in rail transit are especially vulnerable to economic downturns because of their debt load. Bus-only agencies rarely need to borrow money, partly because buses are inexpensive compared with trains and partly because federal grants provide much of the funding for bus purchases. But agencies that build new rail lines, or need to rehabilitate old ones, almost always go heavily into debt to do so, particularly because the federal government usually pays no more than half the cost of the rail lines. For every $3 spent on operations, Boston’s Massachusetts Bay Transportation Authority (MBTA, sometimes known as “the T” for short) spends more than $2 on principal and interest on its debt. 50 According to a recent report published by the MBTA, the agency “is mired in a structural, ongoing deficit that threatens its viability.” Until recently, the agency has maintained service only by refinancing its debt at lower interest rates, but interest rates are not likely to get much lower than they are today. “No amount of reorganization, reform, or efficiencies can generate the $160 million needed to close the FY10 budget gap,” says the report, “let alone the even larger deficits projected in the future. Until the MBTA’s underlying debt and financing weaknesses are addressed, all such changes, at best, will only delay the T’s day of reckoning.” 51 Ironically, the agency reached this condition several years after the Massachusetts legislature first dedicated a share of state sales taxes to transit, thus showing that having a dedicated tax does not insulate transit agencies from financial problems. The MBTA may have the heaviest debt load of any major transit agency, but others are nearly as bad. For every $5 spent on operations, St. Louis Metro spends more than $3 servicing its debt. Salt Lake City’s Utah Transit Authority and San Francisco’s BART spend close to a dollar on debt for every $2 spent on operations. Atlanta’s MARTA, Chicago’s Metra, and Los Angeles County’s Metropolitan Transit Authority each spend about $1 on debt for every $3 on operations. The Chicago Transit Authority and TriMet of Portland have ratios of more than 1 to 4. Transit agencies this heavily in debt are especially vulnerable to downturns because small declines in tax revenues can force them to make proportionately larger cuts in service.

Federal investment exponentially increases costs with no service improvements -- discourages ridership.

Love and Cox, 91--Illinois-based consultants who specialize in transportation, privatization, and the economics of the public sector. (Jean and Wendell, “False Dreams and Broken Promises: The Wasteful Federal Investment in Urban Mass Transit”, 10/17, http://www.cato.org/pubs/pas/pa-162.html)//EM
Federal dollars for urban transit have not bought improvements in service levels for commuters; rather, they have generated rapid inflation of costs in the industry. Between 1970 and 1985 public transit operating costs per vehicle mile increased an incredible 393 percent (Figure 1), or roughly twice the rate of general inflation during the same time period and roughly 2.5 times the operating cost increase for similar service in the private bus industry.(14) Public transit costs have increased at a faster rate than costs in any other sector of the economy--even health care (Figure 2). From 1970 to 1989 public transit costs per vehicle mile increased approximately 20 percent more than health care costs.(15) The cost inflation in the public transit industry has corresponded almost precisely with mushrooming levels of federal assistance. Annual subsidies rose from less than $300 million in 1970 to more than $12 billion in 1989(16)--a 10-fold increase after adjusting for inflation. Those subsidies represented 14 percent of transit revenues in 1970 and nearly two-thirds of transit revenues in 1989 (Figure 3). Public transit has consumed more than $100 billion in public aid in the last two decades. Although federal funding for public transit declined in the 1980s, state and local assistance has more than made up for the loss so that aid to public transit continues to grow faster than inflation.(17) Regrettably, service has improved little in response to the increased federal commitment to local transit. For each new inflation-adjusted dollar of revenue, transit has produced less than 25 cents of new service--75 cents of each dollar has financed cost increases that exceed the rate of inflation. A 1986 study by UMTA found that of the $8 billion spent by the federal government on operating subsidies, $2 billion went for higher real wages, $1.5 billion went for lower employee productivity, and $1 billion went to reduce real fares. Only $1 billion went to extend or improve transit service.(18) As a result, today it costs an estimated $4.20 to generate a dollar's worth of new transit service.(19) In sum, federal subsidies to urban transit have not purchased additional or improved levels of service. The funds have contributed to a largely inefficient and overcompensated industry that is failing consumers.
Public ownership of infrastructure fails -- creates massive waste and is subject to special interest capture. 

Utt, 11 - Ronald D. Utt, Ph.D., is Herbert and Joyce Morgan Senior Research Fellow in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation (“Using Market Processes to Reform Government Transportation Programs: Report No. 1,” 6/6, http://www.heritage.org/research/reports/2011/06/using-market-processes-to-reform-government-transportation-programs-report-no-1)//DH
The Basic Problem with Public Ownership Among the several reasons the public sector has difficulty in adequately responding to modern transportation needs, there are two chief ones. 1. Politicization of Transportation. Created in 1956 to build the interstate highway system, the federal highway program achieved that goal in the early 1980s and was expected to go out of business and turn responsibility back to the states. But the huge annual inflow of revenues from the federal fuel tax tempted Congress to expand the program’s mission to justify its existence. Today, only about 65 percent of trust fund spending goes back to serve the motorists and truckers who fund the system, as lobbyists and stakeholders have succeed in expanding trust fund responsibilities to transit, truck parking lots, covered bridges, sidewalks, the National Forest Service, transit on Indian reservations, historic preservation, Appalachian and Mississippi Delta redevelopment, roadside beautification, bicycles, hiking paths, university research, earmarks, and commuter rail—to name just a few—plus a vast federal bureaucracy that costs more than $425 million to operate each year. Every one of these diversions reflects some passing fashion or lobbyist effort from the distant past that managed to achieve a perpetual claim on the trust fund. With the trust fund going insolvent in 2008 and now subsidized by general revenues at a time of yawning budget deficits, these many whimsical, costly, and unproductive diversions represent a worsening burden on the government and the nation’s economy. 2. Transportation Ranked Low on Budget Priorities. As part of the federal budget, transportation programs must—in practice and in theory—compete with other federal programs for available resources. Until 2008, highway and transit spending escaped this constraint by virtue of a dedicated funding source (federal fuel taxes) and a trust fund that protected these revenues from congressional and presidential predation. But after several years of spending more than it earned, the trust fund required its first ever infusion of general revenues in 2008, and many more infusions are predicted unless dedicated revenues are increased or spending is cut. Implications This mode of operation makes little sense from an economic perspective. Transportation services represent a vital commercial activity providing benefits to every American and every American business. Yet the amount of transportation service provided is based on overall budget priorities rather than the needs and desires of transportation users. Such a system is also independent of consumers’ willingness to “buy” more transportation services, since no market exists to accommodate an increase in demand. This results in more congestion and more infrastructure decay.

Empirically, publicly owned transit decreases ridership and is economically unsustainable. 

O’Toole, 10 - senior fellow at the Cato Institute (Randal, “Fixing Transit The Case for Privatization”, 11/10, http://www.cato.org/pubs/pas/PA670.pdf)
While private transit operators had a simple goal—earn a profit by providing transit where people would pay for it—Lave pointed out that public agencies were expected to reach a “complex and nebulous” set of goals, including “solve urban problems, save the central city, provide cheap mobility for the poor, transport the handicapped, and so on.” 14 Perhaps just as important, public agencies cast their tax-collecting nets wide, charging sales, property, or income taxes over as broad an area as possible. But this left them obligated to provide transit service to many areas that had few transit customers. Whether it was to meet nebulous goals or to justify broader taxation, “routes were extended into inherently unprofitable areas,” noted Lave. 15 One result is that the average number of people on board an urban transit bus declined from 12 in 1977 (the earliest year for which data are available) to 9 in 2008, while the number of people boarding a bus, per bus mile, declined by nearly 40 percent from 1964 to 2008. 16 The number of transit riders carried per transit worker declined even more. Figure 1 shows the number of annual trips carried by America’s transit systems for every operating employee for the years 1931 (the earliest year for which data are available) through 2008. The figure shows that transit carried about 60,000 people per employee during the 1930s, surging to more than 90,000 during the war years when gas rationing forced many people to take transit instead of driving, then falling back to around 60,000 trips per worker after the war. While worker productivity then remained constant for a decade, once government took over it declined by more than 50 percent. 17

Public transit is more expensive and don’t work right -- private sector solves.

Smith, 10 (Stephen, “The problem with “public” transportation”, Market Urbanism, 12/16, http://marketurbanism.com/2010/12/16/the-problem-with-public-transportation/)

[The biggest problem here is the conflation of “public transit” with “mass transit.” When New York’s rail lines were first built, they were private enterprises, not public ones. And Benjamin Kabak doesn’t explicitly say it, but when people talk about a city’s “forefathers,” they’re almost always talking about lawmakers. And in the late 19th and early 20th century, when New York’s massive transit networks were being built, lawmakers did pretty much everything they could to stifle the budding transit market – the idea that any of them had any “forethought” is absurd. But secondly, Benjamin Kabak’s reverence for New York City’s subway system ignores the far more important contributions to the city made by streetcar and elevated train lines. As I’m learning in Robert Fogelson’s Downtown, NYC’s publicly-built subways paled in comparison to the privately-constructed elevated trains and streetcar networks that crisscrossed the five boroughs. Even today, NYC buses, which mainly run along the old streetcar routes, have twice the ridership of the Subway. And although the Subway was heavily subsidized by the government, the truth is that it was a very expensive and ineffective replacement for elevated trains, which are just as fast as subways, and far cheaper to build. The els were quite profitable and transit companies were eager to build them, but the NIMBY interests didn’t like the noise they made and the city resented the limited role that it had in the lines. In fact, it was the city holding out for a subway and the massive spending binge it took to finally build it that contributed to mass transit’s insolvency – a trend which continues unabated today. If the city hadn’t insisted on the unsustainable luxury of forcing all rapid transit underground (a theme I hope to explore more deeply in the future), then Second Avenue, and a whole bunch of other streets, would have gotten rapid transit a century ago. (And I won’t even get into the fact that much of the NYC “Subway” is actually repurposed old private elevated lines.) So, in sum, there are very good reasons for even the staunchest transit advocates to have a “love-hate relationship with [...] public transit.” Back around the turn-of-the-century, during transit’s heyday, it was widely acknowledged that municipal ownership would be a disaster. Now that these predictions have panned out, it’s time for liberals to acknowledge the truth: public transportation sucks, and the only reason it’s still halfway decent today is because of the investments made by private companies a century ago.
Econ NB

Transit subsidies destroy the economy -- central planners can’t make appropriate investment decisions. 

Semmens, 94 – research fellow at the Independent Institute, research project manager in the Arizona Department of Transportation Research Center, economist with the Laissez Faire Institute (John, “Federal Transit Subsidies: How Government Investment Harms the U.S. Economy,” The Freeman, February, http://www.thefreemanonline.org/columns/federal-transit-subsidies-how-government-investment-harms-the-us-economy/)
These impacts of three and five to one certainly sound impressive. It is easy to see how some people could become enthusiastic about this seeming fount of prosperity. However, it is important to remember that all expenditures of money generate similar ripple effects through the economy. Whether putting our money into public transit is a good or a bad investment depends upon the return we get on the investment. Before we rush to plow more billions into transit it might be wise to compare this particular investment to alternative ways the same money could have been invested. [Table omitted by dheidt] Looking at Investment Alternatives The figures shown in Table 1 indicate the potential returns the U.S. economy might have experienced if the tax dollars that went into public transit had been invested differently. For this analysis, I have assumed that the $61.5 billion that the federal government has invested in public transit between 1965 and 1992 would have been put into any of several obvious alternatives. The annual federal cash flow into transit over this time period is assumed to have been directed instead into each of the four alternatives portrayed in the table. The “amount invested” is the same $61.5 billion for each alternative. The “current value” is the estimated current value of the assets for each investment alternative as of the end of 1992. The “impact on GNP” is the estimated 1992 amount of economic activity that has been (or would have been) added to GNP by each investment alternative. The “# jobs” is the estimated number of employment opportunities that could be supported by the economic activity generated by each investment alternative in 1992. The “federal taxes” are the estimated additional tax revenues accruing to the federal government during 1992 as a result of the economic activity generated by each investment alternative. The “public transit” investment option is, of course, the actual government investment made during this time period. The “corporate tax cut” investment option assumes that the amount spent on transit would have been “spent” on corporate tax relief (for example: an investment tax credit or a cut in corporate income taxes) and that this money would have been invested in business assets earning average rates of return. The “capital gains tax cut” investment option assumes that the amounts spent on transit subsidies would have been “spent” on reducing the capital gains tax and that this money would have been invested in the stocks comprising the Standard & Poor’s 500 stock index. Dividends were not assumed to be reinvested. The “IRA: treasury bills” investment option assumes that the amount spent on transit would have been “spent” by allowing tax-free investing by individuals and that these individuals selected a very conservative investment strategy of buying three-month treasury bills. The “IRA: S&P 500 stocks” investment option assumes the same tax-free investing by individuals, but that they buy stocks. In this case, dividends are assumed to be reinvested. The comparison of these investment alternatives is quite startling. The contributions to the U.S. economy made by public transit are pathetically meager compared to any of the alternatives. Even the least favorable private sector investment alternative could have had an incremental impact on the U.S. economy ten times the size of that the actual public transit investment has had. If any of these alternative paths had been chosen, GNP would have been larger, more people would have jobs, and the federal deficit would have been lower. Recent statistics indicate that there are about 9 million persons classified as unemployed. The implication of our analysis of hypothetical investment alternatives is that unemployment problems would have been greatly reduced had the government made different investment decisions. The more lucrative returns of the alternative investments would have created more job opportunities. More people would have been attracted into the workforce. Wages would likely have risen. The additional capital that would have been available would likely have improved labor productivity. So, even if it does seem improbable that the economy could sustain an additional 20 million jobs, as the “IRA: S&P 500 stocks” option implies, it is obvious that the employment environment would be far more favorable than it now is. The projection of a lower federal deficit is predicated on the assumption that all other expenditures remain the same. This probably tends to understate the favorable impact that a different investment decision would have had. Surely, the more robust employment environment that could have existed would be expected to reduce government outlays for unemployment compensation and welfare. Likewise, the higher tax revenues that the government would have received would also have reduced borrowing costs. These factors could have lowered the deficit even more than the additional tax revenues projected in Table 1 would imply. Profits Instead of Deficits The reason why each of the prospective investment alternatives would have produced much better results for the U.S. economy than the transit investment that was made is that each alternative would have earned a profit. Public transit does not earn a profit. As a whole, it cannot even cover its operating costs from passenger revenues. A glance at a graph of the aggregate public transit operating results from 1965 to 1992 (see Figure 1) shows a trend of deepening annual deficits. The losses suffered by public transit mean that the value of the outputs of the investment are worth less than the cost of the inputs. What this means is that the money invested in public transit is consumed. The investment cannot sustain itself independent of continual infusions of new capital. [table omitted by dheidt] The superior performance of the alternatives comes from the compounding of profits made on the capital invested. These profits mean that the value of the outputs of the investment exceed the cost of the inputs. Consequently, the money invested grows with each increment of profit. The process of making a profit on an investment enables one to end up with more wealth than he had when he started. Greater wealth, of course, would make the U.S. economy stronger and better able to meet the material needs of more people. The last gasp of a defense on behalf of money-losing government investments like public transit is that a needed service is provided. Unfortunately, the fact that public transit is subsidized makes it impossible to determine the need for the service. The fact that we do not ask the consumers of public transit to pay what it costs to provide the service denies us any objective measure of need. It is probable that a substantial portion of the so-called need for transit would dissipate if taxpayers were not paying over 60 percent of the cost of every transit ride. While the need for money-losing transit has been undemonstrated and exaggerated, the need for the products and services that would have been provided by the forgone alternatives is easily overlooked. The fact that consumers of unsubsidized products and services produced by the private sector do pay the full costs is proof that a need has been fulfilled. The voluntary payment by willing consumers is an objective measure of need. So, not only has the federal government’s 27-year investment in public transit lost money, it has also prevented trillions of dollars worth of needs from being ful filled. The federal government’s investment in public transit currently amounts to around $3 billion per year. This is a relatively small amount of spending. But as we have seen, the cumulative economic cost of annually pouring a small amount of money into profitless transit operations in the past has had a huge opportunity cost for the U.S. economy. To place the total negative impact of excessive government spending in perspective, consider that the Grace Commission estimated that there was $140 billion per year in unnecessary federal spending. As this process of waste continues year after year the compound effect on the U.S. economy has to be devastating. The inability of the federal government to contain its appetite for bad investments has been a disaster of major proportions. The competitiveness of U.S. businesses, the standard of living of the population, even the health, safety, and welfare of the American people have been enormously harmed by the inferior investment choices policymakers have made over the last generation. When we see what could have been and compare it to what is, we are observing a government performance worthy of shame, not repetition. Unless we want to repeat and intensify this shame, it is clear that more government investment is exactly what we don’t need.

Warming NB 

Public transit generates more emissions than private transit. 

O’Toole, 9 - senior fellow at the Cato Institute  (Randal, Congressional Testimony, “On Transit and Climate”, http://www.cato.org/testimony/ct-ro-20090707.html)
On a passenger-mile basis, transit buses typically consume as much energy and emit as much CO2 per passenger mile as SUVs. By comparison, private bus companies have an incentive to fill as many seats as possible, so they typically operate half to two-thirds full and consume little more than 10 percent as much energy per passenger mile as public transit buses. Between Boston and Washington, for example, at least 14 bus companies carry more passengers each day than Amtrak and do so using less than half as much energy and emitting about half as much greenhouse gases. To make transit more environmentally friendly, we need to completely redesign our transit systems. This means either privatizing transit systems or, at the least, operating them entirely out of user fees rather than subsidies. If states feel the need to support people who have no access to automobiles, they can give such people transportation vouchers that they can use on any public conveyances.

Government ownership decreases ridership and substantially increases emissions and costs. 

O’Toole, 10 - senior fellow at the Cato Institute (Randal, “Fixing Transit The Case for Privatization”, 11/10, http://www.cato.org/pubs/pas/PA670.pdf)
America’s experiment with government ownership of urban transit systems has proven to be a disaster. Since Congress began giving states and cities incentives to take over private transit systems in 1964, worker productivity—the number of transit riders carried per worker—has declined by more than 50 percent; the amount of energy required to carry one bus rider one mile has increased by more than 75 percent; the inflation-adjusted cost per transit trip has nearly tripled, even as fares per trip slightly declined; and, despite hundreds of billions of dollars of subsidies, the number of transit trips per urban resident declined from more than 60 trips per year in 1964 to 45 in 2008. Largely because of government ownership, the transit industry today is beset by a series of interminable crises. Recent declines in the tax revenues used to support transit have forced major cuts in transit services in the vast majority of urban areas. Transit infrastructure—especially rail infrastructure—is steadily deteriorating, and the money transit agencies spend on maintenance is not even enough to keep it in its current state of poor repair. And transit agencies have agreed to employee pension and health care plans that impose billions of dollars of unfunded liabilities on taxpayers. Transit advocates propose to solve these problems with even more subsidies. A better solution is to privatize transit. Private transit providers will provide efficient transit services that go where people want to go. In order for privatization to take place, Congress and the states must stop giving transit agencies incentives to waste money on high-cost transit technologies.

Private sector solves warming best. 
O’Toole, 9-- senior fellow at the Cato Institute (Randal, “The Citizens’ Guide to

Transportation Reauthorization”, Cato Institute, 12/10, http://www.cato.org/pubs/bp/bp116.pdf)//EM

The same considerations apply to highspeed rail. Amtrak says that its trains are more energy efficient than cars, but it presumes that cars carry an average of 1.6 people, which is 14 only appropriate for urban travel.34 In intercity travel, cars carry an average of 2.4 people.35 Recognizing this, the Department of Energy estimates that intercity autos are already as energy efficient as Amtrak (Figure 19). Boosting trains to higher speeds, the department adds, will require lots of energy and probably reduce the energy efficiency of those trains below that of the average intercity auto.36 If we really want to save energy using mass transportation, it is worth noting that intercity buses use far less energy per passenger mile than trains.37 Intercity buses do much better than urban buses because private bus owners have an incentive to fill seats, while public transit agencies are politically obligated to serve neighborhoods whose residents pay transit taxes but rarely ride transit. The solution is not to subsidize more intercity buses but to make public transit more competitive and customer driven, meaning less reliant on taxes.

Government-run transit fails and turns emissions and oil dependence.

Winston, 2k-- fellow at the AEI-Brookings Joint Center for Regulatory Studies and a senior fellow at the Brookings Institution (Clifford, “Government Failure in Urban Transportation.”, AEI-Brookings Joint Center for Regulatory Studies, November, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=259788)//EM
Government’s failure to set efficient prices and service frequency for bus and rail transit and set optimal tolls for auto travel has generated large social costs, but these are only part of the allocative inefficiencies created by government involvement in urban transportation. Inefficiencies have also arisen because transit’s service offerings are not optimized in other areas such as route coverage and because highway charges do not reflect the pavement damage caused by trucks.20 Public authorities have also failed to keep down the cost of urban transit service. The large share of empty bus and rail seats is one indication that costs are too high.21 This excess capacity also prevents transit from realizing its competitive advantage over auto. Transit’s average operating costs per seat mile are lower than auto’s, but its empty seats drive its operating costs per passenger mile above auto’s (Winston and Shirley (1998)). Other indications of transit inefficiency include excessive wages (the typical Washington, D.C., Metrobus driver, for example, gets paid twice as much as drivers for the handful of private bus companies in the D.C. area) and declining productivity. Charles Lave (1991) estimates that transit productivity has fallen 40 percent since the public takeover in the mid-1960s.
A2 No Investment/Profit Motive

The private sector has hundreds of billions more than the government and wants to invest. 

Gilroy and Kenny, 12 – Leonard Gilroy is the director of government reform and Harris Kenny is a policy analyst at Reason Foundation, a Los Angeles-based think tank ( “States and Cities Going Private With Infrastructure Investment” http://www.realclearmarkets.com/articles/2012/05/17/states_and_cities_going_private_with_infrastructure_investment_99671.html)
States and municipalities across the U.S. continue to grapple with the lingering effects of the Great Recession. City leaders continue to struggle with depressed revenues, and 30 states are expected to close budget deficits totaling $49 billion this year, according to the Center on Budget and Policy Priorities. Further, many government bodies are struggling to maintain their credit ratings in an uncertain economy. As public debts grow, cities and states simultaneously face pressing needs to repair and modernize critical infrastructure assets that can't wait if citizens hope to keep goods and services moving in the economy. For example, many interstate highways, which are owned and maintained by states, are reaching the end of their useful lives and will cost tens of billions of dollars to reconstruct. Yet, projected federal and state fuel tax revenues will come nowhere close to covering the bills. When factoring in similarly large investment needs in water, aviation, schools and other public infrastructure facilities, it becomes abundantly clear that new infrastructure financing models and sources of capital will be the only viable option to support and sustain growth. Enter the private sector, where investors are demonstrating a willingness and capability to partner with governments to modernize and expand infrastructure, according to Reason Foundation's recent Annual Privatization Report 2011. The report finds that the amount of capital available in private infrastructure equity investment funds reached a new all-time high last year. And since 2006, the 30 largest global infrastructure investment funds have raised a total of $183.1 billion dedicated to financing infrastructure projects; the bulk coming from U.S., Australian and Canadian inventors. In fact, eight major privately financed transportation projects were under construction in the U.S. in 2011 totaling over $13 billion. For a preview of the future, just look to Puerto Rico, where innovative infrastructure financing has been a priority of Governor Luis Fortuño's administration. Prior to his tenure, massive budget deficits and weak credit ratings left the territory with a limited ability to finance infrastructure. In fact, public infrastructure investment (as a share of GDP) had been on a steep decline in Puerto Rico since 2000. Put simply, if Puerto Rico was going to maintain-much less expand and modernize-its infrastructure, it was going to need outside help. Policymakers proactively adopted a 2009 law authorizing government agencies to partner with private firms for the design, construction, financing, maintenance and/or operation of public facilities across a wide spectrum that includes transportation, ports, schools and other asset classes. The law also established a Public Private Partnership Authority (PPPA), a new unit of the Government Development Bank, to conduct due diligence on these infrastructure partnerships and take worthy projects to market in competitive procurements. So far it's been a smashing success. Last fall the PPPA finalized its first major highway deal, closing on a 40-year, $1.5 billion lease of two toll highways to a private concessionaire now responsible for operating the facilities and making major capital investments in pavement, signage, lighting and other safety enhancements. Lawmakers are also poised to privatize operations of San Juan's Luis Muñoz Marin International Airport this summer. Two weeks ago PPPA officials selected two consortia eligible to compete for a $1 billion, 50-year lease expected next month. The deal pays off $900 million in public debt, and results in a virtual reconstruction of the entire airport, pursuant to officials' goal of turning the airport into the preeminent gateway to the Caribbean. PPPA is also in the middle of a new K-12 school modernization program whereby officials are contracting with private developers to design, build and maintain a package of approximately 100 schools in 78 municipalities across the territory. This effort will address a severe need to upgrade aging, deteriorating schools and tackle chronic deferred maintenance. Puerto Rico isn't alone though. For example, Chicago Mayor and former Obama chief of staff Rahm Emanuel stood with former President Bill Clinton last month to propose an ambitious $7.2 billion infrastructure program that will rely heavily on public-private partnerships and private financing for a broad spectrum of projects including roads, water, transit and more. To implement this program, city policymakers recently created a new Chicago Infrastructure Trust, a nonprofit infrastructure bank that can package deals and blend public and private financing to advance projects. Early pledges of up to $1 billion in private capital from several financial institutions, including Citibank, Macquarie and JPMorgan suggest the model may be viable. Elsewhere, both Texas and Connecticut enacted broad-ranging laws to authorize private sector financing for state and local assets in 2011. In New York, The Yonkers Public Schools recently hired a team of financial, legal and technical consultants to evaluate the potential to tap private financing to help deliver a $2 billion K-12 school modernization program. Like Puerto Rico, Yonkers has a number of aging facilities over 70 years old that need reconstruction, yet lacks the ability to undertake large-scale renovation through traditional taxes and bonds given current fiscal and financial constraints. Ultimately, policymakers are beginning to realize that the status quo of financing infrastructure through taxes and municipal debt is broken. Fortunately the private sector is poised and ready to invest in infrastructure, with hundreds of billions of dollars in privately sourced capital sitting on the sidelines looking for worthy public infrastructure projects in which to invest. While governments continue to struggle even with the basics of balancing budgets, much less long-term crises like entitlement spending and underfunded public pensions, the question is not if, but when, will more policymakers like Fortuño and Emanuel step up and embrace the private sector? Infrastructure represents the arteries and capillaries of our economy, and if we let those deteriorate, the heart itself will soon follow.

Current stalemate in federal subsidies is driving state interest in privatization. 

Plumer, 12 - reporter focusing on energy and environmental issues for the Washington Post (Brad, Washington Post, “More states privatizing their infrastructure. Are they making a mistake?,” 4/1, http://www.washingtonpost.com/blogs/ezra-klein/post/more-states-privatizing-their-infrastructure-are-they-making-a-mistake/2012/03/31/gIQARtAhnS_blog.html)

Say you’re a state politician. Your local roads, bridges, and transit systems are all in dire need of upgrades. But there’s not much money left. Budgets are crunched. No one wants to raise taxes. And Congress is throttling back on transportation funding. So what’s left? Privatization, of course. Maryland is the latest state looking to join the fray. At the moment, its legislature is mulling a bill that would encourage the government to seek out private companies to build, operate, and maintain the state’s roads, bridges, and public buildings. Virginia adopted this approach nearly a decade ago. And a growing number of states — from California to Florida — have been bringing in private capital to bankroll their transportation needs. But is privatizing infrastructure really such a good idea?

A2 Perm 

The permutation replicates the worst aspects of government control by retaining ownership -- means the final infrastructure project will be inferior quality and higher cost. 

Scribner, 11 - land-use and transportation policy analyst at the Competitive Enterprise Institute’s Center for Economic Freedom (Marc, “The Limitations of Public-Private Partnerships Recent Lessons from the Surface Transportation and Real Estate Sectors,” January, http://cei.org/sites/default/files/Marc%20Scribner%20-%20The%20Limitations%20of%20Public-Private%20Partnerships.pdf
Increasing private sector involvement in transportation is a positive development, but there are right ways to involve private ﬁrms, and then there are wrong ones. Many of the problems associated with transport PPPs concern concession projects 21—those where private ﬁrms hold management and construction responsibilities, but not ownership, and those rights are transferred back to the state after a ﬁxed period of time. For the most part, the problems stem from the fact that merely transferring management fails to shift risk to the appropriate parties. Feasibility studies and trafﬁc forecasts are often overly optimistic, and political factors—such as opposition to tolls out of principle, shifting regulatory frameworks, and cronyism and a lack of competition in procurement and contracting— exacerbate the risk-sharing problems. 22 Unfortunately, concession projects remain the most popular form of public-private partnership in transportation. Government ofﬁcials are more likely to agree to a PPP project if they are able to retain ownership in the long run without taking on the ﬁnancial and construction risks. This is a serious problem. If government is going to engage in concession partnerships with private industry, it must accept that transferring all associated project risk—including inﬂation and exchange rate risk to ﬁnancing—to private ﬁrms will increase the total cost of the project. 23 Likewise, if government retains too much risk (particularly in the construction phase), the resulting moral hazard to the ﬁrm signiﬁcantly diminishes the project’s chances of success and greatly increases the likelihood of cost overruns and construction delays.
Public subsidies destroy quality and efficiency -- leads to a broken system that isn’t used and is unsustainable. 

O’Toole, 9 - senior fellow at the Cato Institute  (Randal, Congressional Testimony, “On Transit and Climate”, http://www.cato.org/testimony/ct-ro-20090707.html)
The fact that more than three out of four transit dollars come from taxpayers instead of transit users has several negative effects on transit programs. For one, transit agencies are more interested in trying to get dollars out of taxpayers, or federal and state appropriators, than in pleasing transit riders. This leads the agencies to focus on highly visible capital improvements, such as rail transit projects, dedicated bus lanes, and supposedly multimodal transit centers, that are not particularly useful to transit riders. Moreover, the agencies neglect to maintain their capital improvements, partly because most of the taxpayers who paid for them never ride transit and so do not know about their deteriorating condition. Further, dependence on tax dollars makes transit agencies especially vulnerable to economic downturns because the sources of most of their operating funds—generally sales or income taxes, but in some cases annual appropriations from state legislatures—are highly sensitive to the state of the economy. Sales and income taxes are particularly volatile, while property taxes are less so. 9 Yet property taxes provide only about 2 percent of transit operating funds, while sales and income taxes provide more than a quarter of operating funds. 10 Privatization of public transit systems would solve all of these problems. Private operators would have incentives to serve customers, not politicians, with cost-effective transport systems. The few examples of private transit operations that can be found show that private operators are more efficient and can offer better service than government agencies.
Any federal subsidies escalate costs by incentivizing unions to increase labor costs -- creates unfunded liabilities that will collapse the transit agency. 

O’Toole, 10 - senior fellow at the Cato Institute (Randal, “Fixing Transit The Case for Privatization”, 11/10, http://www.cato.org/pubs/pas/PA670.pdf)
On top of problems with mounting debt, most transit agencies also offer workers generous health care benefits and pension plans. Transit “subsidies sent the wrong signals to management and labor,” observed Lave. “Labor interpreted the message to mean: management now has a sugar daddy who can pay for improvements in wages and working conditions.” 52 TriMet of Portland agreed to a benefits package that provides 100 percent of health care costs for all employees, their families, and retirees. The package was so generous that TriMet’s board president resigned in protest, calling it the “greatest coup in the history of public employment in our city.” Because of this and other benefits, TriMet employees now receive $1.18 in benefits for every $1 they collect in pay. 53 Few other transit agencies are quite so generous with fringe benefits, but the Chicago Transit Authority, New Jersey Transit, San Francisco BART, and Washington Metro all pay 75 to 85 cents in benefits for every dollar in salary or wages. 54 The big problem is not current benefits but the currently unfunded obligations to pay out pensions and health care costs in the future. New York’s MTA has $15 billion in unfunded liabilities on top of close to $30 billion in debt. Portland’s unfunded liabilities are more than 10 times fare revenues and two times operating costs. Other agencies with particularly heavy unfunded liabilities include the Boston MBTA, Houston Metro, Pittsburgh PATH, St. Louis Metro, and Washington Metro. Agency managers and boards may agree to take on the unfunded liabilities because most of the costs are deferred to the future, but eventually the costs catch up to the agencies. A recent audit of the Chicago Transit Authority found that its “retiree healthcare plan is on the verge of fiscal collapse.” 55

Buses CP Solvency

Bus privatization solves efficiency, costs, and service.

Winston, 2k-- fellow at the AEI-Brookings Joint Center for Regulatory Studies and a

senior fellow at the Brookings Institution (Clifford, “Government Failure in Urban Transportation.”, AEI-Brookings Joint Center for Regulatory Studies, November, http://papers.ssrn.com/sol3/papers.cfm?abstract_id=259788)//EM
The privatized U.K. bus industry has consolidated to a great extent and is currently dominated by large bus companies such as Stagecoach. Nonetheless, the economic effects of the Transport Acts have been broadly consistent with the predictions of bus privatization and deregulation in the United States (Winston and Shirley (1998)). White (1997) found that improvements in labor productivity, lower wages, and lower fuel and maintenance costs for minibuses—a major service innovation—reduced real bus operating costs. Kennedy (1995) found that competitive tendering for bus routes in London also lowered operating costs. As costs have fallen and fares have risen, the government has reduced bus subsidies from £237 million in 1985 to £117 million in 1998. Bus ridership has declined roughly a quarter, but in some areas of the country ridership has increased in response to intensive minibus operations.35 Just three years after privatization, minibuses providing local service outside of London have grown from a few hundred to nearly 7,000 (Gomez-Ibanez and Meyer (1993)). Minibuses operate at higher average speeds and offer greater frequencies than conventional buses and their smaller sizes and maneuverability allow some operators to offer “hail and ride” service in which the minibus will stop at any point on the route to pick up and discharge passengers. White and others (1992) estimate that travelers have benefited substantially from minibus services that have expanded into suburban areas.
NIB CP
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TEXT: The United States federal government should initiate complete privatization of it’s transportation infrastructure by offering to sell all relevant publically-owned transportation infrastructure to interested private-sector entities.  

The USFG should monetize all its existing transportation infrastructure assets -- private sector will pick them up. 
Lord 10 financial journalist, commentator and analyst (Nick, “Privatization: The road to wiping out the US deficit,” April 2012, http://go.galegroup.com.proxy.lib.umich.edu/ps/i.do?action=interpret&id=GALE%7CA225551392&v=2.1&u=lom_umichanna&it=r&p=ITOF&sw=w&authCount=1)//AM 

One idea that financiers are now openly discussing as the government's only way out of the perennial budget crisis is the wholesale privatization of US infrastructure assets. And if a wholesale privatization programme can get under way, it could create one of the biggest new markets in the world, while simultaneously bringing US finances back in order. After all, what US families also do when they are in debt is to sell stuff. Infrastructure privatization in the US has been slow to take off in comparison to continental Europe, the UK, Canada and Australia. The effects of this can be seen in the difference in quality of US infrastructure compared with other developed countries. The immaturity of the market can also be seen in the financial structures that exist in the US and those that are commonplace elsewhere. Public-private partnerships (called P3s in the US and PFI -- the Private Finance Initiative -- in the UK) have come into play in the US only in the past two or three years. "Europeans are 20 years ahead of us in terms of privately financed infrastructure spending," says Andrew Horrocks, a managing director at Moelis & Co investment bank in New York covering the transport and infrastructure sectors. According to Horrocks, from 1950 to 1970 the US spent 3% of its GDP on infrastructure. From 1970 to the present day the figure fell to 2%. This has caused an immense backlog, with an estimated $1 trillion needed just to get existing infrastructure up to scratch. Luckily, there is a perfect mechanism for raising that money: the monetization of existing assets. These assets are extremely valuable. According to the US Department of Commerce's Bureau of Economic Analysis, in 2008 the total value of US government fixed assets (at a federal, state and local level) was $9.3 trillion. Of this $1.9 trillion is owned by the federal government, while $7.4 trillion is held at the state level. If one assumes that the federal government will not be selling the navy or the municipalities their schools, there is still an immense amount of assets that can be sold. For instance, the value of all the highways and roads owned by states and municipalities is $2.4 trillion. There are $550 billion of sewerage assets at state and local levels along with a further $400 billion of water assets. Even at the federal level there is $42 billion-worth of amusement and recreation assets. And in the real estate sector, the federal, state and local governments own assets worth $1.09 trillion. To put these numbers into the context of the budget deficit and the overall debt burden, in 2009 the US government spent $1.4 trillion more than it received in taxes and raised in debt. This year the February 2010 deficit alone is $221 billion and the figure since October 2009 is $650 billion. These assets have not been monetized before because the US did not need to do so. Yet it has never faced the kind of budgetary pressures that it faces today. Secondly, the public, political and perception problems surrounding infrastructure asset sales have kept the issue away from discussion. But conditions have changed. The situation that the US now finds itself in is similar to where the UK and Australia were 20 years ago. Public perception has changed, politicians are willing to think the once unthinkable and private-sector money is lining up looking for the long-term stable cashflows that privatized infrastructure can bring. All of the pieces are in place for the market to explode. Tipping point "This has been the promised land for so long," says Ben Heap, managing director of UBS's infrastructure fund in New York, and one of the many Australians now working in the US infrastructure sector. "Is now the tipping point? At some stage we will look back and see that it is." [TABLE OMITTED] Senior members of the US political establishment are also betting that the time has come for the market to take off. "I expect to see a big increase in infrastructure assets for purchase by folks like us," says Emil Henry, the chief executive of Tiger Infrastructure Fund, a new vehicle set up with the backing of legendary hedge fund investor Julian Robertson. Henry was assistant secretary of the US Department of the Treasury from 2005 to 2007 and is extremely well connected in Republican circles. "If you look at the data, 40 out of 50 states are currently in record deficit," he says. "And the two levers to fund deficits are increases in taxes or increases in debt. But the environment is such that raising debt or taxes is extremely difficult right now. Therefore, many municipalities and states are looking at monetizing their assets." At a state level, senior officials and politicians are fully aware of the budget problems they face. According to Kris Kolluri -- who ran New Jersey's Department of Transportation under governor Jon Corzine before being appointed the head of the New Jersey Schools Development Authority -- the New Jersey Transportation trust fund faces bankruptcy in 18 months and the school system needs $25 billion over the next 10 years. "There are very few options left," says Kolluri, who now runs his own infrastructure and P3 consultancy. "So we will see a gravitation towards new P3 deals." The irony of this situation is that while the three levels of government in the US have never had less money to invest in infrastructure, there has never been more private-sector money looking to get equity participation in infrastructure. In early 2009 a group of banks, infrastructure companies and lawyers working in US infrastructure convened what they called the Working Group. Comprising 18 companies including Abertis, Morgan Stanley, Carlyle, Freshfields and Allen & Overy, the Group released a report called Benefits of private investment in infrastructure. It says there was "over $180 billion available in private capital [that] can be used to build infrastructure projects". It goes on to note that with a 60:40 debt-to-equity ratio, the amount available actually increases to $450 billion. Since that report was put together allocations from US pension funds into US infrastructure funds have increased, not just on an absolute level but also as a percentage of their overall asset allocation. "There is a wall of private sector money that wants to invest in US infrastructure," says Nick Butcher, senior managing director and head of infrastructure and utilities, America, at Macquarie in New York. Henry at Tiger Infrastructure agrees. "There has never been more capital available for these assets," he says.

Infrastrucure bank can’t address the inefficiencies inherent in government control -- privatizing infrastructure is key to effectiveness and innovation. 

Winston, ‘10

[Clifford, senior fellow in the economic studies program at the Brookings Institution, author of “Last Exit: Privatization and Deregulation of the U.S. Transportation System”, “THE PRIVATE SECTOR CAN IMPROVE INFRASTRUCTURE WITH PRIVATIZATION NOT A BANK,” http://www.economics21.org/commentary/private-sector-can-improve-infrastructure-privatization-not-bank]

The notion of an “infrastructure bank” seems to be gathering steam among the cognoscenti as an effective way to put our long-term economic recovery back on track. Creating an infrastructure bank would be a nice coup for the Obama administration because it would reinforce its strategy of massive spending to solve the nation’s economic ills while simultaneously enlisting the participation of Wall Street and the business community. Unfortunately, an infrastructure bank would be compromised by the same political pressures that our current transportation system faces, and it would also fail to address the most glaring problems with the nation’s infrastructure. The Administration could improve the nation’s infrastructure—and also improve its standing with Wall Street and the business community—by selling some roads and airports outright to the private sector. Privatizing infrastructure would also help cut the federal deficit by raising revenues and reducing expenditures. The bank’s funds would consist of private capital and general funds, which would allegedly be allocated by an appointed Board to projects that meet national economic objectives instead of local political objectives. Really? Why would state and local sponsors bring candidate projects to the bank unless they thought they could apply political pressure to get their projects approved? Would Florida stand by while California got funding for a large project and it got nothing? And is it plausible to believe that states and cities would support allocating public funds primarily on the basis of maximizing private investors’ returns? Do governments often think that way? Moreover, even if an infrastructure bank existed, it would not address the public sector’s inefficient pricing, investment, and production policies. Consider highways, airports, and urban transit. Motorists and truckers pay a gasoline tax but they are not charged for delaying other vehicles on the road; truckers are not charged for damaging pavement and stressing bridges; aircrafts pay a weight-based landing fee but they are not charged for delaying other planes that want to takeoff or land; and bus and rail transit users pay fares that only cover a modest fraction of operating costs and no capital costs—in fact, some, like federal employees, obtain subsidies to ride completely free. Prices that are set below costs send the wrong signals for investment by justifying expenditures to expand a crowded road when the problem would be fixed by simply charging peak-period tolls. The bank may try to force states and cities to consider pricing options but politicians have made it clear that they prefer to spend money on their constituents, not to charge them a user fee. The way we waste money on our transportation infrastructure is appalling. Road pavement is not built thickly enough to minimize the sum of maintenance and up-front capital costs. The cost of highway projects is inflated by Davis-Bacon regulations that require labor to be paid at the prevailing union wage rate in a metropolitan area, and by cost overruns that occur because the bidding process selects the firm that is the lowest-cost bidder even though those costs do not tend to end at the bid thanks to renegotiable (mutable-cost) clauses in the contract for underestimated project expenses. Boston’s Big Dig, which came in at a large multiple of the bid price, comes to mind. Airports are a nightmare because they take several years to add runways thanks to opposition from local residents, environmental groups, and regulatory hurdles such as EPA environmental impact standards. And building a new large airport from scratch is basically impossible for the same reasons. Only one has been built over the last 35 years. Mass transit—busses, subways and trains—run too many schedules that make little sense, which is why on average, most buses and subways fill roughly 20% of their seats—and routes don’t change even if population centers shift. At the same time, the cost of providing transit service is inflated by regulations such as “buy American” provisions that mandate that transit agencies first offer contracts to domestic producers instead of seeking the most efficient suppliers of capital equipment. Other perverse incentives include giving extra federal dollars to transit agencies to replace their capital stock prematurely rather than maintaining it efficiently. And it is basically impossible to lay- off or fire a transit employee because to do so could result in severance packages that approach $400,000 per worker. An infrastructure bank would do nothing to address those inefficiencies. And if an infrastructure bank is going to be funded by outside institutional investors, why not allow the private sector to have a greater stake in infrastructure performance by selling them ownership? Privatization of the system would have at least three positive effects. First, private operators would have the incentive to minimize the costs of providing transportation service and can begin the long process of ridding the system of the inefficiencies that have developed from decades of misguided policies. Second, private operators would introduce services and make investments that are responsive to travelers’ preferences. Third, private operators would develop new innovations and expedite implementation of current advances in technology, including on-board computers that can improve highway travel by giving drivers real-time road conditions, satellite-provided information to better inform transit riders and drivers of traffic conditions, and a satellite-based air traffic control system to reduce air travel time and carrier operating costs and improve safety. The technology is there. But it hasn’t been deployed in a timely fashion because government operators have no incentive to do so. The private sector does. The major and legitimate concern with privatization is that private firms would be able to set excessive prices and drastically cut service because they face little competition or that they might experience serious financial difficulties. Thus, experiments are needed to provide evidence on the intensity of various potential sources of competition, firms’ financial performance, and the evolution of capital markets to fund a privatized system. Congressional legislation for airports and highways has included funding and tax breaks to explore privatization, so the idea of experiments is not new (nor is the idea of private infrastructure in most parts of the world). Supporters of an infrastructure bank claim it would treat infrastructure like a long-term investment, not an expense. Yet, unlike privatization, a bank would do little to curb wasteful expenses. The case is not difficult to make: the country would clearly benefit from a policy that has great potential to spur innovation and growth and has the added bonus of budgetary relief. Privatization, instead of a bank, is the real long-term solution to the nation’s transportation infrastructure problems.
Exts – Federal Control Fails  

Private sector control solves better than the NIB -- USFG involvement increases costs, causes delays, and creates regulatory barriers to project success. 
Roth 11 civil engineer and transportation economist. He is currently a research fellow at the Independent Institute (Gabriel, “National Infrastructure Bank: More Bureaucracy and More Red Tape,” testimony before the US House of Representatives Subcommittee on Highways and Transit, 10/12/11)//AM

Mr. ROTH. Good morning. I would like to start by thanking you, sir, and Ranking Member Peter DeFazio, for inviting me to testify before this subcommittee. I would also like to thank the other witnesses for their informative and helpful testimony. Having heard the case against the new infrastructure bank, I am looking forward to hearing the case in support. But, as for myself, I am also against the President's proposed American infrastructure financing authority. This is not because of any objection to an infrastructure bank. My disagreement is with the idea that the Federal Government should finance such a bank. My disagreement is for four principal reasons. First, the Federal Government, having run out of money, should not finance facilities that can be financed by others. Second, because U.S. transportation systems have a long userpays tradition, having been financed over long periods by private investors and by user-funded, dedicated road funds. As you all know, the Federal Highway Trust Fund was set up in 1956 with great care to avoid subsidies from general revenues. And this seems to me to be a precedent worth following. Third, Government involvement can actually delay projects, and even politicize them, so that the most urgently needed projects do not get funded. This point is pertinent, because the executive branch seems to have a problem in identifying viable projects on which to spend taxpayers' money. Job creation does not justify all projects. And the private sector actually tends to be good at finding those with benefits that exceed costs. In my testimony I suggest that priority be given to relieving urban traffic congestion by providing express toll lanes, the tolls being collected electronically and varied to ensure free flow on the lanes at all times. Finally, Federal involvement raises costs, for example, because of numerous regulations, including those arising from the Davis-Bacon and "Buy American" acts. Therefore, for projects that cannot be financed by private investment, it seems to me that financing by individual States seems preferable to Federal financing. 

The CP solves the case -- federally funded NIB guarantees failure. 

The Economist 11-(“America's transport infrastructure, Life in the slow lane” April 28th http://www.economist.com/node/18620944)

Whatever the source of new revenue, America’s Byzantine funding system will remain an obstacle to improved planning. Policymakers are looking for ways around these constraints. Supporters of a National Infrastructure Bank—Mr Obama among them—believe it offers America just such a shortcut. A bank would use strict cost-benefit analyses as a matter of course, and could make interstate investments easier. A European analogue, the European Investment Bank, has turned out to work well. Co-owned by the member states of the European Union, the EIB holds some $300 billion in capital which it uses to provide loans to deserving projects across the continent. EIB funding may provide up to half the cost for projects that satisfy EU objectives and are judged cost-effective by a panel of experts. American leaders hungrily eye the private money the EIB attracts, spying a potential solution to their own fiscal dilemma. But there are no free lunches. To keep project costs down, the bank must offer low rates, which depend in turn upon low capital costs. That may be impossible without government backing, but the spectacular failure of the two government-sponsored housing organisations, Fannie Mae and Freddie Mac, illustrates the dangers of such an arrangement. The EIB mitigates this problem by attempting to maximise public return rather than profit. To earn funding, projects must meet developmental and environmental goals, along with other requirements. But giving the bank a public mission would invite congressional oversight—and tempt legislators to meddle in funding decisions. The right balance of government support and independence may prove elusive. Budget crises could give a boost to public-private partnerships. Partnerships can be a useful way to screen out poorly conceived projects that are unlikely to generate the promised returns. No private firm will bid to build and operate a project that will probably fail to cover its costs through toll or fare revenue. Well-designed contracts can also improve incentives by giving the construction firm a long-run interest in the project. Infrastructure projects built through public-private partnerships in Britain and Chile, where the arrangement is far more common than in America, have sometimes, though not always, been completed more cheaply and quickly than public plans. At the state and local level transport budgets will remain tight while unemployment is high. With luck, this pressure could spark a wave of innovative planning focused on improving the return on infrastructure spending. The question in Washington, apart from how to escape the city on traffic-choked Friday afternoons, is whether political leaders are capable of building on these ideas. The early signs are not encouraging. Mr Obama is thinking big. His 2012 budget proposal contains $556 billion for transport, to be spent over six years. But his administration has declined to explain where the money will come from. Without new funding, some Democratic leaders have warned, a new, six-year transport bill will have to trim annual highway spending by about a third to keep up with falling petrol-tax revenues. But Republicans are increasingly sceptical of any new infrastructure spending. Party leaders have taken to using inverted commas around the word “investment” when Democrats apply it to infrastructure. Roads, bridges and railways used to be neutral ground on which the parties could come together to support the country’s growth. But as politics has become more bitter, public works have been neglected. If the gridlock choking Washington finds its way to America’s statehouses too, then the American economy risks grinding to a standstill.

Federal funding of the NIB fails -- private sector solves much better. 
Roth 11 civil engineer and transportation economist. He is currently a research fellow at the Independent Institute (Gabriel, “National Infrastructure Bank: More Bureaucracy and More Red Tape,” testimony before the US House of Representatives Subcommittee on Highways and Transit, 10/12/11)//AM

Federal financing by means of an "Infrastructure Bank" The objectives of the "Infrastructure Bank" (or the "American Infrastructure Financing Authority" (AIFA)) as proposed by President Obama, are attractive, but I am not convinced that its financing has to be governmental. Why could not private banks put up $10 billion to achieve the same objectives? Because private banks would try to finance only financially viable projects? Government financing - which would be subsidized by taxpayers - could well discourage private financing. The offer of cheap finance could lead to slower spending on infrastructure, because potential borrowers would line up for the bank's loans and put off their own decisions while waiting for the bank's action. Borrowers are likely to be public institutions that would face criticism from their political supervisors if they do not seek loans at lower rates from the government's infrastructure bank. In dealing with applications, a government-backed bank could be concerned about the reactions of politicians. Government rules would invoke "fairness" as a criterion. And loans would have to be distributed "fairly" among political jurisdictions. The regulations governing the proposed AIFA already require that funds be "set aside" for rural areas, and disputes about what is "rural" could result. Those of us who are risk-averse may also be concerned about the proposition (claimed for the BUILD Act) that "After the initial years, the American Infrastructure Financing Authority is set up to be a self-sustaining entity". Was not Amtrak "set up to be a self-financing entity after the initial years"? Why should the Federal Government take risks at potential taxpayer expense? Have the lessons of Solyndra not been absorbed?

A2 Perm
Government-funded NIB fails -- any federal intervention trades off with more effective private sector solutions. 
Roth 11 civil engineer and transportation economist. He is currently a research fellow at the Independent Institute (Gabriel, “National Infrastructure Bank: More Bureaucracy and More Red Tape,” testimony before the US House of Representatives Subcommittee on Highways and Transit, 10/12/11)//AM

I conclude that a federal "Infrastructure Bank", even when called the "American Infrastructure Financing Authority", is not necessary for the provision of roads and transit, and could even be harmful, in that it could discourage private investment while wasting scarce federal resources on unviable projects. If raising fuel taxes to replenish dedicated highway trust funds is considered to be politically unacceptable, private investment could be invited to replace bridges, to expand urban road networks and to improve rural roads.

Ports CP

1NC – CP 

TEXT: The United States federal government should phase out its port infrastructure investment, and repeal the Jones Act. 

Repeal revitalizes the shipping industry and removes market distortions. 
Van Doren, 3--PhD from Yale, editor of the quarterly journal Regulation, has taught at Princeton, Yale and the University of North Carolina at Chapel Hill, former postdoctoral fellow in political economy at Carnegie Mellon University (Peter, “HANDBOOK FOR CONGRESS”, Cato Institute, 2003, http://www.cato.org/pubs/handbook/hb108/hb108-36.pdf)//EM

Unlike the regulations affecting other transportation sectors, maritime regulations and subsidies have been strikingly resistant to reform. A hodgepodge of conflicting and costly policies—subsidization, protectionism, regulation, and taxation—unnecessarily burdens the U.S.-flag fleet, forces U.S. customers to pay inflated prices, and curbs domestic and international trade. The list of rules and regulations governing shipping is too exhaustive to catalog here, but one thing is clear: shipping policies must be thoroughly reviewed and revamped. Congress should pay special attention to deregulation of ocean shipping and other trade- and consumer-oriented reforms. In particular, Congress should repeal the Jones Act (sec. 27 of the Merchant Marine Act of 1920). The Jones Act prohibits shipping merchandise between U.S. ports ‘‘in any other vessel than a vessel built in and documented under the laws of the United States and owned by persons who are citizens of the United States.’’ The act essentially bars foreign shipping companies from competing with American companies. A 1993 International Trade Commission study showed that the loss of economic welfare attributable to America’s cabotage restriction was some $3.1 billion per year. Because the Jones Act inflates prices, many businesses are encouraged to import goods rather than buy domestic products. The primary argument made in support of the Jones Act is that we need an all-American fleet on which to call in time of war. But during the Persian Gulf War, only 6 vessels of the 460 that shipped military supplies came from America’s subsidized merchant fleet. Repealing the Jones Act would allow the domestic maritime industry to be more competitive and would enable American producers to take advantage of lower prices resulting from competition among domestic and foreign suppliers. Ships used in domestic commerce could be built in one country, manned by citizens of another, and flagged by still another. That would result in decreased shipping costs, with savings passed on to American consumers and the U.S. shipping industry. The price of shipping services, now restricted by the act, would decline by an estimated 25 percent.

The private sector should be in control of ports -- empirics prove it solves the case better. 
Edwards 9 director of tax policy studies at Cato, top expert on federal and state tax and budget issues (Chris, “Privatization,” February 2009, http://www.downsizinggovernment.org/privatization)//AM 

Any service that can be supported by consumer fees can be privatized. A big advantage of privatized airports, air traffic control, highways, and other activities is that private companies can freely tap debt and equity markets for capital expansion to meet rising demand. By contrast, modernization of government infrastructure is subject to the politics and uncertainties of government budgeting processes. As a consequence, government infrastructure is often old, congested, and poorly maintained. Air Traffic Control. The Federal Aviation Administration has been mismanaged for decades and provides Americans with second-rate air traffic control. The FAA has struggled to expand capacity and modernize its technology, and its upgrade efforts have often fallen behind schedule and gone over budget. For example, the Government Accountability Office found one FAA technology upgrade project that was started in 1983 and was to be completed by 1996 for $2.5 billion, but the project was years late and ended up costing $7.6 billion. The GAO has had the FAA on its watch list of wasteful "high-risk" agencies for years. Air traffic control (ATC) is far too important for such government mismanagement and should be privatized. The good news is that a number of countries have privatized their ATC and provide good models for U.S. reforms. Canada privatized its ATC system in 1996. It set up a private, nonprofit ATC corporation, Nav Canada, which is self-supporting from charges on aviation users. The Canadian system has received high marks for sound finances, solid management, and investment in new technologies. Highways. A number of states are moving ahead with privately financed and operated highways. The Dulles Greenway in Northern Virginia is a 14-mile private highway opened in 1995 that was financed by private bond and equity issues. In the same region, Fluor-Transurban is building and mainly funding high-occupancy toll lanes on a 14-mile stretch of the Capital Beltway. Drivers will pay to use the lanes with electronic tolling, which will recoup the company's roughly $1 billion investment. Fluor-Transurban is also financing and building toll lanes running south from Washington along Interstate 95. Similar private highway projects have been completed, or are being pursued, in California, Maryland, Minnesota, North Carolina, South Carolina, and Texas. Private-sector highway funding and operation can help pave the way toward reducing the nation's traffic congestion. Seaports. Nearly all U.S. seaports are owned by state and local governments. Many operate below world standards because of inflexible union work rules and other factors. A Maritime Administration report noted that "American ports lag well behind other international transportation gateways such as Singapore and Rotterdam in terms of productivity." Dozens of countries around the world have privatized their seaports. One Hong Kong company, Hutchinson Whampoa, owns 30 ports in 15 countries. In Britain, 19 ports were privatized in 1983 to form Associated British Ports. ABP and a subsidiary, UK Dredging, sell port and dredging services in the private marketplace. They earn a profit, pay taxes, and return dividends to shareholders. Two-thirds of British cargo goes through privatized ports, which are highly efficient. Because of the vital economic role played by seaports in international trade, this should be a high priority reform area in the United States.
Exts – CP Solves 
Port privatization solves the case. 

Ybarra 2009 [Senior transportation policy analyst at Reason Foundation (Shirley, “Port Privatization Trend Growing” April 23rd 2009 http://reason.org/news/show/port-privatization-trend-growi) AMayar]

Efficient trade depends on the capacity of our nation's transportation infrastructure, making ongoing infrastructure maintenance and modernization projects crucial to the long-term success of the economy. With the economy in recession and the nearly every state facing budget deficits, legislators and local officials are being forced to consider better ways to pay for infrastructure improvements. Like America's highways and railroads, ports are an integral part of the nation's transportation system. Today, many ports must update their facilities to accommodate for changing vessel sizes, fluctuating trends in world trade, and escalating global port security standards. According to the American Association of Port Authorities (AAPA), United States ports invested more than $31.2 billion to improve their facilities between 1946 and 2006, nearly a quarter of which was invested after 2001. Between 2007 and 2011, 35 of the 85 ports surveyed by the AAPA are committed to investing approximately $9.4 billion in infrastructure improvements. Unlike highways and the highway trust fund, ports do not have a dedicated source of federal funds. Historically, ports have relied on the revenues generated from operations, bonds supported by those revenues and a few government grants to keep their facilities up to date. Some state and local governments appropriate money from their budgets to support port improvements. Generally, however, ports are left to fund themselves. Recently, more and more ports have been turning to third-party investors to finance infrastructure modernization projects through public-private partnerships (PPPs). This change is due to both a lack of overall funding available given the demand for facility improvements and a growing number of private investors who see great potential for future returns on their investments in the nation's ports. As managing partner of the private infrastructure investment firm Highstar Capital, Christopher Lee puts it: "Ports are going to be one of the first lines of the economy to turn when the environment improves. We want to be ahead of the competition." In my previous commentary, I noted that the Virginia Port Authority received an unsolicited public-private partnership proposal from the investment firm, CenterPoint Properties Trust. Although the proposal was initially met with skepticism from legislators and members of the media, it is now posted on the Port Authority's website and is undergoing review for approval according to the process prescribed by Virginia's Public Private Partnership Act of 1995. This time-tested process has previously been used to bring successful PPPs to fruition in Virginia, such as the High-Occupancy Toll (HOT) lanes now under construction on the Beltway in Northern Virginia and the completed Pocahontas Parkway. Competing proposals for operating Virginia's ports are due in July, and as I previously advised, authorities in the Commonwealth of Virginia should carefully consider the PPP proposals, given Virginia's past success with public-private partnership infrastructure projects. And the trend is continuing. In recent weeks, public-private partnership proposals for ports have appeared in two other states, Maryland and Alabama. Maryland On April 15, 2009, the Maryland Port Authority (MPA) issued a request for a private investor to lease and operate the Port of Baltimore's Seagirt Marine Terminal. The MPA would like to partner with a private investor to fund a new 50-foot berth and increase the capacity of Seagirt Marine Terminal's waterborne containers. According to the terms of the proposed deal, the MPA would lease the 200-acre Seagirt Marine Terminal exclusively to the private investor. The private investor would be required to invest in a new berth, cranes and other necessary infrastructure, while providing a revenue stream to the MPA and meeting a minimum annual cargo guarantee. The government would continue to own the port, but would award the private investor with the port's business that is currently under contract with the MPA/Maryland International Terminals. The full request is available here. The MPA hopes to close a deal on the public-private partnership in 2010. Alabama The Alabama State Port Authority recently solicited a request for a private partner to invest in the development and operation of the 74-acre Garrows Bend Intermodal Container Traffic Facility (ICTF) in Mobile, Alabama. The ICTF would handle both domestic and international traffic for multiple rail carriers and steamship lines and would finance its own operations. According to the ASPA, the facility would benefit the local economy by creating jobs, improving the ASPA's competitive position, and reducing highway congestion in the region. According to Jimmy Lyons, director and CEO of the ASPA, "This is the first step in the process by the Port Authority to initiate efforts to identify a private sector partner for development of the intermodal facility and is a continuation of the Choctaw Point project that started in early 2000. From the beginning, we have envisioned this project as a true public private partnership." Potential private investors must submit a formal expression of interest by May 22, 2009 (more information is available here). Public-private partnerships are becoming increasingly popular because port authorities can no longer rely on just their own revenues and the limited amount of funding available from state and local governments to fill in funding gaps, and because private investors are confident that ports will be at the forefront of the economy when global economic conditions begin to improve. One of the forces driving investor confidence in ports is the opening of the expanded Panama Canal, which is scheduled for 2014 or 2015. Once the Panama Canal is expanded, mega-ships, which cannot fit through the Canal in its current condition, will be able to reduce their transit times by cutting through the canal en route from China to East and Gulf Coast ports in the United States. Private investors that put their money down now are likely to receive generous returns from the lucrative container trade from China, which will be able to arrive on the East Coast faster through the Panama Canal than it could moving inland by cargo or rail from West Coast ports in the U.S. Public-private partnerships are a natural extension of the business model for ports, and we are sure to see more port authorities following the examples of Virginia, Maryland, and Alabama in the future. This is because, unlike traditional highway transportation departments, port authorities have always had to compete with other ports to maintain a customer base. Port authorities that capitalize on the port's natural ability to operate in a business climate by seeking capital from public-private partnerships will be well positioned when the expanded Panama Canal ushers in a new and improved world of shipping.

Empirically, privatization dramatically increases port performance. 
Kessides, 5 [Ioannis N., Lead Economist, World Bank, http://wbro.oxfordjournals.org.proxy.lib.umich.edu/content/20/1/81.full.pdf+html, “Infrastructure Privatization and Regulation: Promises and Perils”, Accessed Jun 21, //SH]
Reforms have also led to significant improvements in the operating performance of ports. Privatization generated significant efficiency gains in the operations of Kelang Port Authority, Malaysia’s largest port (Peters 1995). Crane handling improved from 19.4 containers an hour in 1985 to 27.3 in 1987, bringing Kelang’s performance close to Singapore’s (Tull and Reveley 2001). The return on fixed assets grew at an average annual compound rate of just 1.9 percent in 1981–86 but jumped to 11.6 percent in 1986–90, a result of improvements in productivity and through-put, not higher prices. Workers also benefited from the gains in productivity: By 1990 they were paid 60 percent more an hour in real terms, put in 6 percent more hours, and produced 76 percent more than before privatization (Galal and others 1994). Port reforms in Argentina also show the powerful effects of deregulation and competition. Before reforms, port operations were costly and inefficient because of restrictive labor practices, overregulation by multiple agencies with poorly defined responsibilities, and weak organization. As a result Argentine ports were losing mar-ket share to roads and to more efficient Chilean ports. Deregulation and privatization had dramatic effects on port investment and performance. In the port of Buenos Aires annual container traffic jumped from 300,000 TEUs (20-foot equivalent units) in 1991 to more than 1 million in 1997, the number of cranes increased from 3 to 13, labor productivity almost quadrupled, and the average stay for full containers dropped from 2.5 to 1.3 days (Estache and Carbajo 1996). Privatization and deregulation have produced similar improvements in port performance in other countries (Gaviria 1998). 
Private funding key to improve port infrastructure. 
Dredging Today 12 (Dredging Today, “U.S. Seaports, Private-Sector Partners Make Major Investments in Port Infrastructure,” 6/19/12, http://www.dredgingtoday.com/2012/06/19/u-s-seaports-private-sector-partners-make-major-investments-in-port-infrastructure/, MMarcus)

In a recently completed survey that the American Association of Port Authorities (AAPA) initiated, U.S. seaport agencies and their private-sector partners plan to invest a combined $46 billion over the next five years in wide-ranging capital improvements to their marine operations and other port properties. While port authorities and their business partners are making major investments into port facilities, studies show the intermodal links—such as roads, bridges, tunnels and federal navigation channels—to access these facilities get scant attention by state and federal agencies responsible for their upkeep, resulting in traffic bottlenecks that increase product costs and hamper job growth. To help remedy these problems, AAPA continues to advocate for a national freight infrastructure strategy and for the U.S. Congress to quickly pass a reauthorized multi-year transportation bill that targets federal dollars toward economically strategic freight transportation infrastructure of national and regional significance. “Infrastructure investments in America’s ports and their intermodal connections – both on the land and waterside – are in our nation’s best interest because they provide opportunities to bolster our economic and employment recovery, help sustain long term prosperity, and pay annual dividends through the generation of more than $200 billion in federal, state and local tax revenue and more than $22 billion in Customs duties,” said Kurt Nagle, AAPA president and CEO. “From a jobs standpoint, America’s seaports support the employment of more than 13 million U.S. workers and create 15,000 domestic jobs for every $1 billion in manufactured goods that U.S. businesses export.” According to economist John C. Martin, Ph.D., president of Lancaster, Pa.-based Martin Associates, U.S. Bureau of Economic Analysis formulas show that investing $46 billion in infrastructure at U.S. ports creates more than 500,000 direct, indirect and induced domestic jobs, accounting for more than 1 billion person-hours of work. “Those are really significant job numbers,” emphasized Dr. Martin. “From a dollars-and-cents perspective, it’s hard to over-emphasize the value of investing in ports, particularly when you factor in how much these investments help lower the cost of imports and make our exports more competitive overseas.” Mr. Nagle added that, despite substantial investments by port authorities and their private-sector business partners, inadequate infrastructure connecting ports to landside transportation networks and water-side shipping lanes often creates bottlenecks, resulting in congestion, productivity losses and a global economic disadvantage for America. “These congestion issues and productivity losses have the potential to stymie America’s ability to compete internationally and to create and sustain jobs,” he said. As recently as 2005, the World Economic Forum ranked the U.S. number one in infrastructure economic competitiveness. Today, the U.S. is ranked 16th, while neighboring Canada is ranked 11th and fast-developing China has risen to 44th. This change in ranking is due mostly to the fact that the U.S. spends only 1.7 percent of its gross domestic product on transportation infrastructure while Canada spends 4 percent and China spends 9 percent. Even as the global recession has forced cutbacks in government spending, other countries continue to invest significantly more than the U.S. to expand and update their transportation networks.

Solvency – Competitiveness 

CP solves competitiveness.  

Edwards 2011 [Director of Tax Policies Studies at CATO and editor of www.DownsizingGovernment.org (Chris, “Competitiveness: Let Markets Lead the Way” October 3rd 2011, http://www.downsizinggovernment.org/competitiveness-let-markets-lead-way) AMayar]

At the AEI forum, I noted that America does have to adapt to the realities of globalization, but most of that adaptation can and should occur in the private sector. For example, America needs larger and more efficient seaports to handle rising volumes of international trade. But rather than shoveling more taxpayer money into our government seaports, we should privatize them so that they can expand in response to rising market demands. The World Economic Forum publishes a well-known index of country competitiveness. Kevin and coauthors think the index is dubious, but the WEF report is packed with interesting data. One WEF indicator of competitiveness (page 391) is “quality of seaports.” Hong Kong is ranked #1, and its seaport is privately financed, owned, and operated. American seaports are ranked #22, and they are generally government-owned. The upshot is that when thinking about America’s “competitiveness”—however it is defined—we should think about the proper roles of the public and private sectors. The public sector can pursue tax reform to make us more of a magnet for capital and skilled labor. But when it comes to such things as infrastructure, education, and investing in “industries of the future,” the government should get out of the way and let entrepreneurs and markets drive America’s prosperity in the global economy.

Exts – Federal Control Fails

Public control of ports fails. 
Henderson, 95 [Andre, Governing Magazine, http://heartland.org/sites/all/modules/custom/heartland_migration/files/pdfs/3371.pdf, “The Ports Go Private”, Accessed Jun 24, //SH]
There are some 200 public ports operating today in the United States. They generate more than $200 billion in taxes each year and support more than 15 million jobs. As the conduits through which 95 percent of the nation’s waterborne foreign trade passes, their importance cannot be overstated. As business operations, however, they are not much to look at. Costs are high and profits are scarce. To attract and maintain business, port authorities usually try to undercut other ports’ rates or offer better services than competitors. This makes for a shaky bottom line. In 1992, the most recent year for which figures were available, one-third of the top 57 ports in the country operated at a net loss. Nearly half of the moneymakers posted net incomes of less than $5 million. At a time when capital expenditure levels for public ports are expected to reach $2 billion over the next two years, the financial outlook seems grim. 
Jones Act Repeal Good – Ag 

The CP solves US agriculture -- reduces transaction costs.  

Piggot 02- Professor of Agriculture at the North Carolina State. (Nick, "Department of Agriculture and Resource Economincs." NC State College of Agriculture. July, 2002. www.ag-econ.ncsu.edu/annual0102.pdf)//TD
The United States protects U.S. flagged carriers and shipbuilders from foreign competition in the U.S. domestic maritime market. This legislation has become commonly referred to as the Jones Act. The agricultural sector has a vested interest, and so accordingly has been involved in the debate over repeal of the Jones Act. A key issue for U.S. grain farmers has been that there are no Jones Act vessels that are shipping grain from the mid-West to the Southeast, thus preventing livestock producers in these areas access to waterborne American-grown grain. Recent research in this area focused on what a repeal of the Jones Act would mean for North Carolina soybean producers and the U.S. soybean producers who export soybeans to North Carolina. Specifically, research by Piggott and Goodwin evaluated the price, quantity, and welfare implications for the different regions involved for a reduction in transaction costs stemming from a repeal of the Jones Act. A 22 percent reduction in transaction costs would result in a 0.733 percent14 Agricultural and Resource Economics reduction in the price of soybeans in North Carolina, or $0.05 per bushel, based on the average price of $6.686 per bushel. This lower price induces a reduction in the quantity supplied of 0.687 per cent or about 0.243 million bushels. This amounts to a loss in producer surplus for NC soybean producers of $1.728 million dollars, annually. Exports from the RUS increase an estimated 2.220 percent or 0.792 million bushels. The simulated price increase in the RUS is very small, equaling 0.040 percent (less than $0.01 per bushel) since trade with NC only makes up a small percentage of total demand. There is also a small increase in supply (0.018 percent) and decline in demand (0.013) in response to this slightly higher price. Although the price change is much smaller due to the large quantity supplied in RUS the benefit to producers is $6.583 million.

The Jones Act destroys the ag industry --  repeals key. 
Brackins 09- Senior execiutive for Edelman (Daniel, "The Negative Effects of the Jones Acto on the Economy of Hawaii." Bastian Institute. August 2009.  www.bastiatinstitute.org/wp-content/uploads/2009/08/Jones-Act-Study1.pdf)//TD
The Jones Act is causing Midwest farmers to lose markets for grain. North Carolina poultry and pork farmers have been unable to find Jones Act vessels to ship grain from the Midwest. As a result, some North Carolina farmers are importing foreign grain on foreignflagged and owned ships (The Hidden Costs, n.d.). Another set of shipping laws with an impact on American farmers is the cargo preference laws which require that certain portions of United States government cargo must be shipped on U.S.-flagged vessels. Cargo preference provisions state that at least 75 percent of food aid provided to foreign countries under Titles I, II, and III of the Agricultural Trade Development and Assistance Act of 1954 (also known as P.L. 480 or Food for Peace) or section 416 of the Agricultural Act of 1949 must be shipped on U.S.-flagged ships (The Hidden Costs, n.d.). The United States General Accounting Office (GAO) reports that shipping food assistance on U.S.-flagged ships rather than on the lowest-priced ships costs the U.S. about The Negative 16 $150 million per year. Increasing the costs of shipping food to foreign countries reduces the amount of grain that can be shipped to hungry people under a set budget. In addition, this reduces the amount of grain the government can purchase from Midwest farmers for food aid (The Hidden Costs, n.d.).

Jones Act Repeal Good – Competitiveness

CPs key to boost competitiveness -- American firms and workers are losing out. 
Miller and Carafano 10- Director at the Center for International Trade and Economics, The Kathryn and Shelby Cullom Davis Institute for International Studies and Director. (Terry, James, "Lets Pull the Plug on the Jones Act." The Heritage Foundation. July 3rd 2010. Deputy Director www.heritage.org/research/commentary/2010/07/lets-pull-the-plug-on-the-jones-act)//TD

The real costs of Jones Act protectionism are even higher when you take into account the distortions of trade that cost American firms and workers the ability to compete fairly for American contracts. For example, U.S. scrap iron, a vital ingredient for American steel plants, is shipped from U.S. coastal areas to Turkey, or to Taiwan, or to China rather than to other U.S. ports, because the Jones Act makes such U.S.-to-U.S. shipping prohibitively expensive. The Jacksonville, Fla., electric authority has bought coal from Colombia rather than from U.S. mines because international transportation costs are so much cheaper. American livestock farmers find it cheaper to purchase feed grains from Canada or Argentina rather than from U.S. growers because the Jones Act makes shipping inside the United States so expensive. The salt used to clear frozen roads in Maryland and Virginia has been bought from Chile rather than from a U.S. mine in Ohio because transportation is so much cheaper. On the flip side, these companies find themselves losing American sales to foreign competitors who enjoy cheaper transportation costs — costs that in many cases may be responsible for 50 percent or more of the final price of the product.
Jones Act Repeal Good – Econ

Studies are consistent -- Jones Act repeal strengthens the economy. 

Fritelli 09- researcher for the congressional research service (John, "WikiLeakes Document Release." 2/2/09. Congressional Research Service. stuff.mit.edu/afs/sipb/contrib/wikileaks-crs/wikileaks-crs-reports/RS21566.pdf)//TD

Economic studies have consistently found an aggregate economic cost of the Jones Act. For instance, a recent U.S. International Trade Commission economic study found that repealing the Jones Act would have a annual positive welfare effect on the overall U.S. economy of $656 million. 18 Although this and other studies make an economic case for repeal of the Act, the Act provides a significant degree of protection for U.S. shipyards, domestic carriers, and American merchant sailors. Additionally, the national security implications of the Jones Act are difficult to measure but are considered by many observers as positive for the Nation. 

Jones Act Repeal Good – Shipping Industry

The Jones act is the largest barrier to the US shipping industry -- repeal is critical. 
Perakis and Denisis 08- Professors of Naval Architecture and Marine Engineering at the University of Michigan (Anastassios, Athanasios, "A Survey of Short Sea Shipping and its Prospects in the USA." Routledge. December 2008)//TD Note SSS= Short Sea Shipping

4. Jones Act. In the US, as elsewhere, one of the major impediments to the development of coastal shipping is the restrictions of ‘cabotage’ laws. Certain provisions of the Merchant Marine Act of 1920, also known as Jones Act, which requires that any vessel operating between two US ports must be US-built, US-owned, and manned by US citizens, significantly increases the capital and the operating costs for any short sea operation. Thus, it makes SSS more expensive and less competitive. A study in 1993 suggested that the net cost of the Jones Act to the US economy is $4.4 billion US per year [47]. As the idea of SSS is gaining ground, the debate over the Jones Act has been reignited. Defenders of the Jones Act claim that it is way to revitalize the domestic shipbuilding industry, by providing financial incentives for shipowners to build in the US. Shipyard owners claim that they can be competitive for smaller standardized vessel designs with a shipbuilding program for a series of ships to be constructed over the next 15–20 years. On the other hand, shipowners argue that they can purchase 608 A. N. Perakis and A. Denisis Downloaded By: [University of Michigan] At: 16:17 29 November 2008SSS vessels from the international ship market for a fraction of what they cost in the US. From the previously described benefits and obstacles, we can evaluate the internal and external factors for the successful growth of SSS. Therefore, we performed a strategic planning analysis, known as strengths-weaknesses-opportunities-threats (SWOT) analysis. The strengths and weaknesses are the internal factors, while the opportunities and threats are the external factors that influence SSS. Table 6 summarizes the major positive and negative points of SSS that were addressed above in a SWOT analysis framework.

Only the CP solves shipping costs. 
Moore 95- senior fellow at the Hoover Institution (Thomas, "Clearing the Track. The Remaining Transportation Regulations." Cato. 1995.  www.cato.org/pubs/regulation/regv18n2/v18n2-8.pdf)//TD
Despite the Shipping Act of 1984, the maritime industry remains heavily regulated. Water carri- ers must still file their rates with the Maritime Commission, and inland carriers with the ICC. The ICC licenses all inland water carriers operat- ing within the contiguous 48 states and oversees their rates to ensure that they are nondiscrimina- tory and reasonable. The Jones Act, which pro- hibits foreign carriers from moving freight between U.S. ports, including those in Hawaii, Guam, Alaska, and Puerto Rico, has substantially inflated the cost of moving cargo between non- contiguous regions of the United States. The North Atlantic Free Trade Agreement left in place restrictions barring Canadians and Mexicans from moving goods between U.S. ports. The Shipping Act of 1984 authorized TRANSPORTATION oceanliners to enter into contracts with shippers specifying rates, volumes, and schedules. It also gave antitrust immunity to intermodal rates and conference agreements, including agreements on tariffs. Although Congress gave oceanliners the right to independent action, after a 10-day notice any such rates had to be filed, and the confer- ence was free to match the changes. In effect, the law blessed cartel arrangements and has failed to promote competition. If Congress were to abolish the Jones Act and eliminate prohibitions on existing subsidized car- Although the ICC has been pro-competi- tive and allowed firms carrying passen- gers a great deal of freedom, a new com- mission could restrict competition. riers participating in domestic traffic, freight rates between the U.S. mainland and Hawaii, Guam, Alaska, and Puerto Rico would all drop sharply. The benefits of such a policy change would be substantial, especially for the residents of those outlying territories. Not only would they find that the prices of goods from the contiguous 48 states would be substantially lower, but exports from the islands and Alaska to the rest of the nation would be more competitive. That would increase employment in those outlying areas. The Treasury subsidizes U.S.-flag carriers- ships made in the United States and manned by U.S. sailors; taxpayers fork out about $100,000 annually for every seaman's job. Current regula- tions bar subsidized carriers from the four domestic routes: Hawaii, Alaska, Puerto Rico, and Guam, leaving the market to a handful of highly protected oceanliners. The subsidized car- riers compete in international markets where maritime legislation and foreign governments sanction price-fixing cartels. Prevalent in major overseas markets, such as East Coast-Europe and West Coast-Japan, they keep prices above com- petitive levels and inflate shipping costs. 

A2 Jones Act Good – Econ 
The CP doesn’t hurt the economy -- no reliable study has been done to prove their argument. 
Brackins 09- Senior execiutive for Edelman (Daniel, "The Negative Effects of the Jones Acto on the Economy of Hawaii." Bastian Institute. August 2009.  www.bastiatinstitute.org/wp-content/uploads/2009/08/Jones-Act-Study1.pdf)//TD
No reliable analyses of the economic benefits of U.S. maritime polices have been published. Nor has there been a reliable study as to the benefits of a repeal of the Jones Act. As a result, judgment of these policies must be made by their rationale and their specific impact on certain economic sectors. Unfortunately there is even less information available for the economic impacts on the State of Hawaii. This paper will focus on the implications for the economy of Hawaii. It will demonstrate that costs for moving cargo between U.S. ports is far higher than if such restrictions did not apply, and that this cost is passed on to the consumer. It will also show that the U.S. shipbuilding industry has also suffered as a result of the Jones Act, and this it has prevented U.S. flagged ships from competing in international shipping. In addition a focus will be on the final implications for Hawaii’s consumers who bear the burden of this failed economic policy. Ultimately it will be shown what steps can be taken to reverse the The Negative 3 negative impacts of the Jones Act and make Hawaii a prosperous state. Conclusions will be drawn from the general impact of the cabotage law on the United States and its effects on Hawaii.

A2 Jones Act Good – Heg 
The Jones act is no longer needed for military dominance. 
Fritelli 09- researcher for the congressional research service (John, "WikiLeakes Document Release." 2/2/09. Congressional Research Service. stuff.mit.edu/afs/sipb/contrib/wikileaks-crs/wikileaks-crs-reports/RS21566.pdf)//TD

Two-and-a-quarter centuries later, Adam Smith’s arguments for protecting a domestic fleet are still propounded today. Proponents of the Jones Act argue that the United States needs to maintain a commercial shipbuilding industry, including not only a skilled labor pool of welders and fitters, but also the industrial infrastructure that can behttp://wikileaks.org/wiki/CRS-RS21566 CRS-3 4 “An Assessment of the Marine Transportation System,” Sept. 1999, MARAD. Available at [http://www.marad.dot.gov/publications/pubs.html] 5 “Capstone Paper_Jones Act Repeal?” SUNY Maritime College, April 1, 2001, p.9. [http://www.sunymaritime.edu/ACADEMICS/GRADUATE/forum/_forum_grad/00000019.htm] 6 MARAD ‘99, available at [http://www.dot.marad.gov/] 7 “Shifting Focus,” Journal of Commerce, Jan. 21, 2000. called upon when our national security is threatened. While the overwhelming bulk of U.S. military supplies and equipment is moved overseas by ship, some observers argue that given the long time needed to build new ships, the relatively brief duration of most recent wars, and the expanded inventory of government-owned sealift ships, the wartime importance of the shipbuilding industry has declined. For some observers, the best wartime national security argument for the Jones Act today is that it helps to maintain a pool of U.S. merchant sailors who can be called upon to man government-owned sealift ships that are reactivated to support the wartime sealift effort.

Repealing the Jones act doesn’t harm national security. 
Miller and Carafano 10- Director at the Center for International Trade and Economics, The Kathryn and Shelby Cullom Davis Institute for International Studies and Director. (Terry, James, "Lets Pull the Plug on the Jones Act." The Heritage Foundation. July 3rd 2010. Deputy Director www.heritage.org/research/commentary/2010/07/lets-pull-the-plug-on-the-jones-act)//TD

It's hard to make a national security argument for the Jones Act, either. Because U.S. warships are American made, and since Jones Act has helped gut the U.S. maritime industry, there is little domestic competition. We are left with very few yards, building very expensive ships. According to Robin Laird, a maritime expert, today it costs a third less to build an Aegis combat ship in Spain than in the United States. American industries thrive when they're exposed to the highest levels of competition. By any objective measure, the Jones Act is a failure and should be scuttled.
A2 CP Fails – No Investment/Profit Motive

The private sector wants to invest in ports. 
Orski, 8 [C. Kenneth, Editor and Publisher, Innovation Briefs, http://news.heartland.org/newspaper-article/2008/07/01/private-investment-tolls-will-play-increasing-role-funding-tomorrows-tr, “Private Investment, Tolls Will Play an Increasing Role in Funding Tomorrow's Transportation Infrastructure”, Accessed Jun 19, //SH]
Ports also have come to be recognized as a sound investment by global capital markets. Institutional investors with long-term investment horizons see container port facilities as safe investments offering returns comparable to those from fixed income and real estate. The growing scarcity of deep water port capacity, environmental obstacles to building new "greenfield" ports, and the prospect of Panama Canal expansion have enhanced the value of existing port facilities on the eastern seaboard and raised expectations of higher earning potential.

Rail CPs

1NC – Amtrak CP 

TEXT: The United States federal government should phase out its passenger rail infrastructure investment, completely privatize Amtrak, including repealing the Railway Labor Act of 1926 and the Railroad Retirement Act of 1934, and open up the passenger rail business to new entrants. 

The CP solves the case -- federal action fails -- only private control of Amtrak creates efficiency and successful infrastructure development. 

DeHaven 2010 [Budget analyst on federal and state budget issues for the Cato Institute (Tad “Privatizing Amtrak” June 2010, CATO Institute – downsizing federal government http://www.downsizinggovernment.org/transportation/amtrak/subsidies) AMayar]

Overview The National Railroad Passenger Corporation, or Amtrak, is the federal organization that operates passenger rail service in the United States. It was created by the Rail Passenger Service Act of 1970. Amtrak is structured as a corporation, but its board members are appointed by the president of the United States and virtually all its stock is owned by the federal government.1 Amtrak has about 19,000 employees, and its annual revenues were $2.4 billion in 2009.2 Amtrak has been providing second-rate train service for almost four decades, while consuming almost $40 billion in federal subsidies. The system has never earned a profit and most of its routes lose money. Amtrak's on-time record is very poor, and the system as a whole only accounts for 0.1 percent of America's passenger travel.3 Another problem is that Amtrak's infrastructure is in bad shape. Most of the blame for Amtrak's woes should be pinned on Congress, which insists on supporting an extensive, nationwide system of passenger rail that doesn't make economic sense. The solution is to privatize and deregulate passenger rail. Varying degrees of private involvement in passenger rail have been pursued abroad, such as in Australia, Britain, Germany, Japan, and New Zealand. Privatization would allow Amtrak greater flexibility in its finances, in capital investment, and in the operation of its services—free from costly meddling by Congress. History Private passenger rail service thrived in America between the mid-19th century and the early-20th century. By the 1950s, however, passenger rail was struggling because the rise of automobiles and airlines cut deeply into rail's market share. Railroad companies began running huge losses. Automobiles and buses were generally less expensive and more convenient, and airlines were faster for long-haul routes. The Interstate Commerce Commission wrote in 1958 that the passenger train was destined to "take its place in the transportation museum along with the stagecoach, the side-wheeler and the steam locomotive."4 Decades of taxes and burdensome government regulations sped the demise of private passenger rail. Railway companies pay income taxes and substantial property taxes, costs that are not borne by government-owned highways. And during World War II, the federal government imposed a special 15 percent excise tax on train tickets, which was not repealed until 1962.5 The railroads were rapidly losing customers in the mid-20th century, but government regulators created hurdles to letting them shed services as quickly as demand was falling. Most state governments imposed regulatory restrictions on the discontinuance of train routes. And beginning in 1958, Congress handed the ICC nationwide power to restrict the discontinuance of train routes.6 Attempts by the railroads to eliminate unprofitable passenger routes were met with political resistance in Congress. The ICC's micromanagement of the railroads was damaging. It took the ICC a decade to approve the merger of the struggling Pennsylvania and New York Central railroads into the ill-fated Penn Central.7 By the 1960s, the railroads' crucial freight operations were losing ground to trucks and needed to adjust their shipping rates in order to remain competitive. However, the ICC insisted on maintaining a suffocating regulatory rate structure, which reduced the ability of the railroads to adapt to market conditions.8 The railroads were also burdened with unionized workforces, which raised labor costs and reduced the management flexibility of companies to respond to the rapidly changing marketplace. For example, even though the job of stoking the old steam engines had been eliminated, railroad unions fought for 35 years to keep firemen in diesel locomotives.9 After a number of major railroads, including Penn Central, went bankrupt in the 1960s, Congress and President Richard Nixon stepped in to take unprofitable passenger rail off the hands of the struggling railroads by creating a new federal rail corporation, Amtrak. Pressure from passenger rail advocacy groups and labor unions also led to Amtrak's creation. The railroads leased their passenger trains to Amtrak, which later purchased the leased equipment outright. Amtrak proponents claimed that housing all intercity passenger trains under one organization would be cost effective and would make trains competitive with automobiles and airplanes. Amtrak's first chairman, David W. Kendall, reflected this misplaced optimism: This new system can and will succeed because it unifies for the first time the operation and promotion of the nation's rail passenger service. Now, a single management can devote its energy exclusively to serving this passenger.10 Over the decades, many other government officials have expressed optimism about the future of the government-controlled Amtrak. In 1992, Amtrak president W. Graham Claytor Jr. said, "Amtrak continues to reduce its need for federal operating support and hopes to eliminate it altogether by the end of the decade."11 His successor, Thomas Downs, claimed that Amtrak was "on a glide path to profitability."12 In 1999 Amtrak president George D. Warrington boasted that Amtrak would "be the envy of all transportation providers."13 More recently, Amtrak president Alexander Kummant told the New York Times that "the stars may be aligning" for a renaissance in passenger rail.14 However, Amtrak's stars have not aligned, and some experts who supported Amtrak have changed their views over the years. Anthony Haswell, who in 1967 founded the National Association of Railroad Passengers and is referred to as the "father" of Amtrak, later said, "I feel personally embarrassed over what I helped to create."15 Joseph Vranich, a former Amtrak spokesman and rail expert, also came to recognize that it was a mistake: Amtrak is a massive failure because it's wedded to a failed paradigm. It runs trains that serve political purposes as opposed to being responsive to the marketplace. America needs passenger trains in selected areas, but it doesn't need Amtrak's antiquated route system, poor service and unreasonable operating deficits.16 Amtrak has lost money every year of its existence, and it has consumed almost $40 billion in federal operating and capital subsidies. During the 2000s, Amtrak averaged annual losses in excess of $1 billion. In 2010, Amtrak received $563 million in operating subsidies and $1 billion in capital and debt service grants. The American Recovery and Reinvestment Act of 2009 pumped an additional $1.3 billion in capital grants into Amtrak. Amtrak is also eligible to apply for a share of the $8 billion in high-speed rail grants authorized by the stimulus bill, and an additional $2.5 billion appropriated by Congress for high-speed rail in 2010. Amtrak's board of directors recently approved the creation of a high-speed rail department in order to "maximize the opportunities available in the new intercity passenger rail environment."17 High-speed rail is a bad idea on its own, and allowing Amtrak to be involved would likely compound the problem. Some people argue that other forms of transportation are subsidized, so why not passenger rail? In 2004, the Department of Transportation published a report on the cost of federal subsidies for automobiles, buses, airplanes, transit, and passenger rail per thousand passenger miles.18 The survey covered 1990 to 2002. In every year except one, passenger rail was the most subsidized mode of transportation. For example, in 2002 Amtrak subsidies per one thousand passenger miles were $210.31. By contrast, the subsidy for automobiles was -$1.79, which means that drivers more than supported themselves through federal fuel taxes. The findings embarrassed Amtrak supporters in Congress, and as a result, the government stopped producing the report. Transportation experts Wendell Cox and Ronald Utt have updated the figures using the government's methodology and produced a similar result. They found that Amtrak subsidies per thousand passenger miles were $237.53 versus -$1.01 for automobiles in 2006.19 As it is currently structured, passenger rail is a cost-ineffective mode of transportation. As former senator Russell Long once said, why is the government trying to get people "to leave a taxpaying organization, the bus company, and ride on a tax-eating organization, Amtrak?"20 Passenger rail might make economic sense on some corridors in the United States, but the only way to figure out which routes and services make sense is to let private enterprise take the lead in a deregulated marketplace, as discussed below. Money-Losing Routes Amtrak operates 44 routes on over 22,000 miles of track in 46 states, the District of Columbia, and three Canadian provinces. Amtrak owns the trains, but 97 percent of the track is owned by freight rail companies. In a 1976 report, Amtrak projected that ridership would grow from 17.3 million in 1975 to 32.9 million by 1980.21 Yet three decades later in 2009, Amtrak still carries only 27.2 million passengers a year. Ridership has been growing in recent years, but the 2009 level amounts to a less than a 1 percent share of the market for passenger travel in the United States.22 Moreover, Amtrak's load factor (percentage of seats occupied) is below 50 percent, which compares to a typical 80-percent load factor on airlines.23 An independent analysis found that the average operational loss per passenger on all 44 of Amtrak's routes was $32 in 2008.24 The only profitable line was the higher-speed Acela Express in the Northeast Corridor. However, the Northeast Corridor's Northeast Regional line, which has more than twice the number of riders as the Acela, lost money per passenger. The Sunset Limited, which runs from New Orleans to Los Angeles, lost an astounding $462 per passenger. All of Amtrak's long-distance routes lose money. According to the Government Accountability Office, these routes account for 15 percent of riders but 80 percent of financial losses.25 The long-distance trains exist largely for the benefit of rural populations, but the benefit is outweighed by infrequent or inconvenient service and a heavy cost to taxpayers. There are only an estimated 350,000 rural people nationwide who depend solely on rail for public intercity travel. By comparison, intercity air and bus services provide the sole transportation option for 2.4 million and 14.4 million residents nationwide, respectively.26 Whereas intercity air and bus services are available to a respective 89 and 71 percent of rural America, the figure for rail is only 42 percent.27 The GAO says that "it appears that if rural transportation were a targeted public policy objective, other modes of transport could be better positioned to provide this benefit to a greater number of residents at lower cost."28 The demographic being served by these long-term routes does not demonstrate a strong need for taxpayer subsidies. Eighty percent of long-distance train riders use it for recreational and leisure trips, and riders tend to be retirees.29 Premium services like sleeper and dining cars contribute to operating losses for long-distance trains. These amenities are heavily subsidized, which means taxpayers—and not the pleasure-seeking retirees—are incurring the burden. Right from the beginning, members of Congress have been burdening Amtrak with money-losing routes. In mapping out Amtrak's first routes in 1971, Montana's senators ensured inclusion of a sparsely-populated route in their state, Indianapolis received three routes but Cleveland none because of the political pull of Indiana senators, and West Virginia grabbed an extra route courtesy of one of its senators.30 Politicians add unprofitable lines and they also prevent routes from being cut. In the late 1970s, Transportation Secretary Brock Adams proposed a major overhaul to cut unprofitable routes and reduce Amtrak's total mileage by 43 percent. Congress went along with a reduction of just 16 percent.31 Amtrak reform legislation in 1997 stipulated that its board be replaced with a "reform board" of directors.32 The Clinton administration nominated, and the Senate confirmed, politicians that included the then-governor of Wisconsin, Tommy Thompson, and the mayor of Meridian, Mississippi, John Robert Smith. Mayor Smith tried to create a route that would have lost millions linking Atlanta and Dallas via Meridian. Governor Thompson succeeded in creating a route from Chicago to Janesville, Wisconsin. It was eventually discontinued after Thompson's departure from the board due to low ridership and financial losses.33 In 2001, Amtrak's deteriorating financial situation triggered a legal requirement that it develop a liquidation plan. Instead, then-senators Joe Biden (D-DE) and Ernest Hollings (D-SC) attached an amendment to a defense appropriations bill that prohibited Amtrak from spending funds to prepare the plan.34 It makes no sense to continue subsidizing money-losing routes, but Congress essentially demands that Amtrak keep wasting money by maintaining a national system of intercity rail. The result is that Amtrak's nationwide network looks much as it did almost 40 years ago, despite the fact the nation's population distribution and other factors have changed dramatically. The only way to solve these problems is full privatization to get the politicians out of the decisionmaking process for passenger rail. Poor Service Quality Aside from its money woes, Amtrak has long suffered from poor on-time performance, which is the share of trips in which trains arrive at the scheduled time. For the overall system, Amtrak's on-time performance has hovered below 70 percent in recent years. For long-distance routes, the on-time record falls to an abysmal 42 percent. The Department of Transportation's inspector general found that only 4 of 13 long-distance routes regularly achieved an on-time performance of at least 60 percent in recent years.35 Two lines, the Sunset Limited and the Coast Starlight were hardly ever on time.36 When long-distance trains were late, 75 percent were more than an hour late, and 25 percent were more than three hours late.37 With a rail system plagued by late trains and endless operating losses, Amtrak's management has been subject to a constant stream of criticism, much of which is warranted. A comprehensive report by the GAO found serious deficiencies, including a lack of strategic planning, inefficient procurement policies and procedures, weak financial management, as well as insufficient accountability, transparency, and oversight.38 Amtrak's inspector general recently acknowledged that "a number of its key information systems and the underlying technological infrastructure are outdated and increasingly prone to failure."39 Amtrak's management also has a reputation for painting an artificially rosy financial picture. An independent analysis of Amtrak's routes found substantially larger losses than reported by Amtrak.40 The GAO says that Amtrak has "omitted or misallocated key expenses in several areas, substantially understating operating expenses in reports that managers use to assess performance."41 When the GAO recommended that Amtrak report under SEC regulations, Amtrak responded that "it would not be cost effective."42 Finally, a seven-year federal investigation found that Amtrak officials intentionally manipulated financial statements in 2001 to obscure the fact that the company was in dire financial shape.43 All that said, the ultimate blame for Amtrak's long record of red ink and poor performance lies with Congress. As a consequence of congressional mandates, Amtrak spends a huge amount of money maintaining money-losing routes at the expense of routes with heavier traffic like the Northeast Corridor. Corridors that do need more investment are starved because Amtrak is wasting money elsewhere. Several years ago, the GAO estimated that Amtrak had $6 billion in deferred infrastructure maintenance.44 Sixty percent of the deferred maintenance was attributable to the Northeast Corridor.45 The deteriorating condition of Amtrak's infrastructure contributes to service delays, which drives away potential riders. It's a vicious cycle created by government ownership. During the Carter, Reagan, Clinton, and George W. Bush administrations, Amtrak presidents threatened service cuts if they did not receive added funds to upgrade the company's infrastructure.46 Congress has provided occasional infusions of extra capital funding, as it did in the 2009 economic stimulus bill, but that has only papered over the deep structural problems with the current passenger rail system. Costly Workforce Another problem that Amtrak management deals with is an expensive and inflexible workforce. Amtrak has about 19,000 employees, about 86 percent of whom are covered by collective bargaining.47 Compensation represents almost half of Amtrak's total operating costs.48 The average Amtrak employee earns more than $91,000 a year in wages and benefits.49 In 2008, Amtrak signed labor agreements with 13 unions that awarded pay increases retroactive from 2002 through 2008.50 It's hard to square such pay increases in a company that operates in the red and can't fund needed maintenance. An Amtrak inspector general report found that even prior to the 2008 pay increases, "the average annual cost of an Amtrak infrastructure worker is 2.3 times that of the average European railroad infrastructure worker."51 The GAO has found that expensive retiree benefits and protections under the federal injury compensation system raise Amtrak's costs compared to non-railroad industries.52 Besides raising compensation costs, Amtrak unions stand in the way of rail efficiency in other ways. Labor unions tend to protect poorly performing workers and push for larger staffing levels than required. Unions generally resist the introduction of new ways of doing things and create a more rule-laden and bureaucratic workplace. As an example, if Amtrak wants to contract out some of its operations, it has to go through costly negotiations with the unions. Or if Amtrak wants to cut costs by closing a facility, terminated employees are entitled to receive separation benefits for up to five years. According to the GAO, when liquidation of Amtrak was being considered in 2001, employee claims for immediate separation benefits could have been as much as $3.2 billion.53 Privatization The Department of Transportation's inspector general summed up Amtrak's situation: The current model for providing intercity passenger service continues to produce financial instability and poor service quality. Despite multiple efforts over the years to change Amtrak's structure and funding, we have a system that limps along, is never in a state-of-good-repair, awash in debt, and perpetually on the edge of collapse. In the end, Amtrak has been tasked to be all things to all people, but the model under which it operates leaves many unsatisfied.54 Amtrak's monopoly over intercity passenger rail travel leaves it with little incentive to provide high-quality and efficient service. The threat of potential budget cuts or elimination has been undermined by Washington's perpetual willingness to bail Amtrak out. At the same time, congressional micromanagement has prevented Amtrak from cutting routes and reducing other costs. Its unionized workforce reduces management's ability to run an efficient business. The solution is to end federal subsidies, privatize Amtrak, and open up the passenger rail business to new entrants. Routes like the Northeast Corridor, which has the population density to support passenger rail, could probably be run profitably by a private firm. Money-losing routes, such as numerous rural routes, would likely disappear. But far more cost-effective modes of transportation, particularly bus systems, already exist to support those areas. If Amtrak is privatized, passenger rail will be in a much better position to compete with resurgent intercity bus services. The rapid growth in bus services in recent years illustrates how private markets can solve our mobility needs if left reasonably unregulated and unsubsidized. A Washington Post reporter detailed her experiences with today's low-cost intercity buses: "This new species offers curbside pickup and drop-offs, cheap fares, clean restrooms, express service, online reservations, free WiFi and loyalty programs . . . The bus fares undercut Amtrak and, depending on the number of passengers, personal vehicles."55 Let's privatize and deregulate passenger rail to see if it can compete with bus services and other modes of transportation. After all, dozens of countries around the globe have enlisted the private sector in the operation of their national rail systems in the last couple of decades. Joseph Vranich counted 55 nations that had either turned to the private sector or devolved their rail systems to their regional governments.56 Rail systems that utilize the private sector have generally provided better passenger service, increased ridership, and more efficient operations.57 There have been reform missteps, such as in Britain, but U.S. policymakers can learn from those mistakes to chart a smoother course.58 The United States has its own positive experience with rail privatization—the privatization of freight railroads in the 1980s. When the Penn Central Railroad collapsed in 1970, it was the largest business failure in American history.59 Six other railroads soon followed. In 1973 Congress established the Consolidated Rail Corporation (Conrail) to replace the seven private freight railroads. Conrail, which consumed $8 billion of federal subsidies, floundered until Congress finally provided regulatory relief in the early 1980s.60 Deregulation allowed Conrail to become profitable and the company was sold to private shareholders in 1987 for $1.6 billion, which at the time was the largest initial public stock offering in U.S. history.61 Over the last two decades, U.S. freight railroads—operating in a deregulated environment—have been a dramatic success. Rail's share of total U.S. freight has increased substantially.62 Passenger rail might also succeed if Congress ever lays aside its parochial concerns and puts America's passenger rail system back into the private sector.

Federal regulations destroy the efficacy of Amtrak -- privatizing solves the case. 

Van Doren, 3--PhD from Yale, editor of the quarterly journal Regulation, has taught at Princeton, Yale and the University of North Carolina at Chapel Hill, former postdoctoral fellow in political economy at Carnegie Mellon University (Peter, “HANDBOOK FOR CONGRESS”, Cato Institute, 2003, http://www.cato.org/pubs/handbook/hb108/hb108-36.pdf)//EM

Amtrak The STB retains jurisdiction over passenger transportation by rail. In particular, it arbitrates between Amtrak and freight railroads, which own most of the track used by the government-owned passenger railroad. Ideally, Congress should privatize Amtrak and let it negotiate with freight railroads over its use of trackage. Assuming that a mutually profitable arrangement exists, private arrangements will develop. In 1997, given the dismal financial performance of Amtrak, Congress gave it $2.2 billion to modernize its system, with the stipulation that it would be operating without federal aid in five years. Congress established the Amtrak Reform Council to draw up a plan to reconstitute rail passenger transportation if the government railroad was unable to eliminate its constant deficits. In November 2001, the ARC determined unanimously that, in the words of Chairman Carmichael Friday, the passenger train company had ‘‘failed terribly. It hasn’t produced a modern system, it’s done a lousy job of raising money and the Northeast Corridor, the one corridor it controls, is far behind on maintenance and improvements.’’ The council has recommended to Congress that Amtrak be broken up and competition be introduced. A new company would own the Northeast Corridor infrastructure and other Amtrak properties, and a second company would operate the trains. Amtrak itself would manage rail passenger franchise rights, secure funding from Congress, and oversee performance. Eventually, certain corridors would be franchised to private companies or to the states. There would be no expectation that passenger transportation could be made profitable. In fact, the ARC’s plan would simply waste more of the taxpayers’ money. Over 30 years, Amtrak has already spent some $25 billion in an effort to turn itself into a self-sustaining enterprise. In 2001 Amtrak asked for $3.2 billion to cope with new business. Even this money, the ARC believes, will not result in a company that can pay its bills without subsidy. The report of the council to Congress finds that instead of moving toward self sufficiency, Amtrak is weaker financially today than it was in 1997. It singles out long-haul passenger trains as inherent money losers that under any circumstances will have to be subsidized or abandoned. Congress should face the facts: passenger rail transportation cannot be made profitable, except in a few corridors, such as between Washington and New York and perhaps Boston. That portion of the system can probably cover its operating costs but most likely will be unable to cover its capital costs. With a few minor exceptions, passenger rail is not profitable anywhere in the world; there is no reason to believe it can be made profitable here. The appropriate policy would be to auction off the assets of the current system, favoring investors who would attempt to continue some passenger service. It seems likely that the East Coast corridor between Washington and points north would survive, albeit with a lower paid workforce. If all union contracts and employees are kept, as the ARC recommends, the system can survive only with taxpayers’ funds.

Exts – CP Solves 
Privatizing Amtrak solves, leads to competition and lower costs. 
Utt, 11- Ph.D., Herbert and Joyce Morgan Senior Research Fellow for the Thomas A. Roe Institute for Economic Policy Studies at the Heritage Foundation.( Ronald, “Mica’s Idea to Privatize Amtrak a Good First Step” Heritage Foundation,June 22, ,http://www.heritage.org/research/commentary/2011/06/micas-idea-to-privatize-amtrak-a-good-first-step)//EL

As plans for this challenging restructuring get under way, Congress and the president should quickly create and implement a companion program to boost the quality of service over Amtrak’s many other lines, reduce Amtrak’s operating costs and allow the Department of Transportation to start working more cooperatively with the private sector in preparation for implementing this ambitious high-speed plan for the Northeast Corridor. Specifically, Congress should require Amtrak to competitively contract the operation of its existing lines with private-sector providers that have been displacing, and/or substituting for, Amtrak in operating several regional commuter rail lines throughout the nation, most of which doesn’t use Amtrak to run the service. In 2010, the Virginia Railway Express dropped Amtrak as its operator and awarded a five-year operating contract to the American subsidiary of the French company Keolis to provide better service at a cost below Amtrak’s. The commuter rail operations of the Massachusetts Bay Transportation Authority (MBTA) dropped Amtrak as its operator in 2002, and contracted with Veolia, another French firm, to operate its system. Veolia still holds the contract and is in discussions with the MBTA for a third extension. The Maryland Area Rail Commuter (MARC) operates three commuter rail lines connecting its suburbs with Washington and Baltimore. Two of the lines have been operated by private providers (most recently CSX) since the Maryland state government assumed financial responsibility for the service in 1974. Negotiations have been underway with Keolis to replace CSX when the contract expires. Given that these three — and several other U.S. commuter rail systems — have opted to contract with private operators to achieve better service at lower cost to riders and taxpayers, Congress should impose the same process on Amtrak. At present, Amtrak operates about 23 lines within its own system and about 21 lines that are financially supported by the states. Some of these lines — say between five and 10 per year — should be subject to competition with private providers until the entire system has changed. After all, why should Northeast Corridor riders be the only ones to benefit from the many benefits of competitive contracting?
Privatization and deregulation solve Amtrak. 
Murray 5- Vice President for Strategy at CEI, he specializes in energy, environment, finance, trade, and science and technology policy.(Iain “Privatize Amtrak the Right Way, Avoiding Pitfalls of British Experience, by Iain Murray” CEI, June 21, http://cei.org/op-eds-and-articles/privatize-amtrak-right-way-avoiding-pitfalls-british-experience-iain-murray)//EL
WASHINGTON - Given its recent troubles, Amtrak's flagship Northeast corridor high-speed Acela train might as well be renamed "Decela." Amtrak officials suspended the service and acknowledged that they had been unaware of a serious problem with Acela's brakes. Yet the root of Amtrak's problem lies with that word: "officials." However much they might pretend, the people running Amtrak aren't businessmen, dedicated to selling a product to customers. They're bureaucrats, whose main task is to get more money out of Congress, even if it means providing a lousy service. In such a situation, there is little incentive to change. So what to do? A look across the Atlantic might help. Britain, a nation with much in common with the United States, recently has been down this road, and we can learn from the British experience in figuring out what's next for Amtrak. In the 1980s, British Rail was as big a national joke as Amtrak. It often ran late, it was accident-prone and it wasted millions in taxpayers' funds by trying to develop a train that could tilt when turning corners. Its staff was surly, and strikes were commonplace. Its catering service was so bad that jokes about the "British Rail sandwich"—a moldy piece of ham between two pieces of cardboard that might once have been bread—still get laughs. In short, British Rail was not delivering. So in the early 1990s, the government decided to apply the same solution that had sorted out other former "national joke" industries—privatization. The solution worked at first. For a couple of years after privatization, the network boomed. Passenger numbers rose by one-third, the service provided more trains, prices dropped and the trains even ran on time. Yet that all changed because of the artificial structure that was imposed on the industry by a botched privatization. The British Rail monolith was split into more than 30 different companies according to their function—track ownership, train operation, maintenance, etc. This "horizontal" privatization—which stands in sharp contrast to the "vertical" approach of splitting up the industry into regional, integrated companies—was a disaster. The problem was that the gaps between the companies left room for the regulators to creep in. For example, when communication breakdowns led to fatal accidents, the safety authorities demanded expensive fixes. Regulators were responsible to government ministers, not consumers. Under nationalization, ministers could instruct their appointees about what to do, but those appointees could argue back. Under the so-called privatized structure, ministers acted through the regulator, with the power of fines at his command. Political control of the new industry was all stick and no carrot. Eventually, the government renationalized one of the major companies without paying its stockholders a penny. The fragmented industry was powerless to resist. Rather than provide innovative solutions to Britain's transportation problems, the remaining private rail companies were reduced to servants, subsisting on government largesse. If a successor to Amtrak is to succeed, government needs to get its nose out of the business. The White House should apply only the lightest of regulatory touches, while members of Congress need to stop worrying about whether their districts are served by services that few people ever use. So how to apply the lessons from Britain while avoiding the pitfalls? Thankfully, there is a model here for that. The 1980 Staggers Act deregulated freight railroads and slashed the powers of the Interstate Commerce Commission, which had been strangling innovation and deterring investment for decades. Combining these two approaches—British privatization and American deregulation of an integrated system—should provide a viable solution to the Amtrak problem. Those who need trains will get better ones, ones with brakes that work, while the nation will be spared a serious drain of cash (the Acela problem alone is costing $1 million a week). Privatization done right would provide better service at a lower cost. It's time to accelerate that process.

Amtrak privatization is feasible and can happen within a few years. 
Heritage Foundation 2002 [Heritage Foundation Regulations News Release (“Amtrak Must Privatize to Survive, Analyst Says” May 15th 2002 http://www.heritage.org/research/reports/2002/05/amtrak-must-privatize-to-survive-analyst-says) AMayar]

WASHINGTON, May 15, 2002-A financially strapped Amtrak is warning Congress that it will cut as many as 18 routes by October unless lawmakers double its annual subsidy to more than $1 billion. But it's time America ended the "30-year attempt to apply socialism" to the nation's passenger rail service, a new Heritage Foundation paper says. "Amtrak isn't even close to meeting its own goal of being financially self-sufficient by the next fiscal year," says Ronald Utt, the Morgan senior research fellow at Heritage, who served as privatization "czar" in the Reagan administration. It lost a record-breaking $1.1 billion last year, he notes, and likely will be insolvent by this summer or by fall unless it either "dramatically cuts its costs or secures higher subsidies." But, the analyst says, introducing competition or outright privatization-as has been done in Europe and Asia-could reduce costs, improve service and might even lead to profits. Sen. John McCain, R-Ariz., and Rep. John Mica, R-Fla., for example, have introduced legislation that would apply to Amtrak the private-sector reforms that have helped passenger rail systems in Japan, New Zealand, Argentina, Great Britain, Australia and Sweden become cost-effective and sometimes profitable. And the Amtrak Reform Council (ARC) has proposed a complete overhaul, starting with pilot projects to test greater private-sector participation. Rep. Mica proposes separating the barely profitable East Coast routes from the rest of Amtrak and would offer the more scenic cross-country routes to tour operators and the rest to the states they serve or to private operators. Sen. McCain would have the Transportation Department establish an office specifically to pursue privatization, set up an Amtrak control board and allow states to help determine routes. Under his plan, Amtrak would be privatized within four years. All three proposals deserve serious consideration, Utt says, but whatever emerges, one thing is clear: The status quo is unacceptable. Amtrak executives promised Congress in 1997 that the system would be financially self-sufficient by 2003. Yet, despite annual subsidies of more than $500 million, plus a special "tax refund" of $2.3 billion in 1998 and 1999, Amtrak's finances have deteriorated in the last five years. Amtrak lost $763 million in 1997, $994 million in 2000 and more than $1 billion last year. Ridership has risen just 1.4 percent since 1990-nearly all on the East and West coasts. Meanwhile, airline ridership has climbed 38.5 percent. Only one of Amtrak's 40 principle city-to-city routes-the Metroliner, which once ran from Washington, D.C., through New York to Boston-showed a small profit, Utt says. Some lose as much as $3 per $1 received in ticket revenue. And because of its prohibitively high ticket prices-fares now approach 150 percent the cost of air travel-Amtrak failed to make inroads against air or bus traffic even after Sept. 11, and thus controls less than 1 percent of the intercity travel market. It's a different story in Japan, New Zealand and Australia, whose entire systems have become profitable since being sold off to private operators, Utt says. In Britain and Argentina, where subsidies have been cut, the governments maintain an ownership interest but sell operating rights to private operators. In Britain, where a non-profit firm now owns the infrastructure, infrastructure investment will increase from $3 billion per year to more than $8 billion per year over the next 10 years. Ridership also is expected to approach record levels. "Given the successes all over the world in turning money-losing, publicly owned rail systems into profitable private-sector entities, it's time we ended our 30-year attempt to apply socialism to rail travel and do what it takes to make Amtrak viable and profitable," Utt says.

Privatization solves high speed rail. 
Jaffe 2011 [Contributing writer to The Atlantic Cities and the author of The King's Best Highway: The Lost History of the Boston Post Road, the Route That Made America (Eric, “The Future of California's High-Speed Rail Is in Private Sector Hands” Sept. 19th 2011 http://www.theatlanticcities.com/politics/2011/09/future-california-hsr-private-sector-hands/146/) AMayar]

This summer Californians heard two kinds of news about their proposed high-speed rail line from Los Angeles to San Francisco: bad and worse. First questions arose about the forecasting model used to determine ridership and revenue estimates. Then the cost estimate for the first segment of construction, in the state's central valley, jumped from $43 billion to at least $63 billion after a review. Then the Los Angeles Times, which has supported the project in the past, wondered if the line will become a "crushing financial burden" on state taxpayers. But the news may be turning with the fall leaves. Earlier this month, on the same day President Obama urged Congress to pass a jobs bill aimed at America's small businesses, the California High-Speed Rail Authority promised to dedicate 30 percent of the line's construction work to the state's own small businesses. The work in the central valley, which is supposed to begin next year, is expected to generate tens of thousands of jobs for the region. And a peer review panel of global high-speed rail experts recently gave the authority's ridership estimates a vote of confidence. The approved ridership figures are particularly encouraging as the state shifts its attention to attracting private investments. The authority's updated business plan — which it will use to solicit bids for the central valley segment — won't be released until next month, but a sneak peek of the plan [PDF] shows a clear emphasis on raising private capital. Doing that successfully will require public seed money, which the project has in the form of $6 billion in federal funding, and strong ridership estimates, which just got a bit stronger with the new peer review. By now the authority surely recognizes that the future of the project rests on its ability to recruit private money. A commitment of additional state funds seems all but impossible, especially with the rising cost estimates. The House is intent on keeping rail funding low and recently set the 2012 budget discussion for rail at $7 billion less [PDF] than Obama would like. The president's jobs bill proposes $4 billion in high-speed rail funding, and a strong case can be made for giving it all to California. Still, there's zero certainty the plan will pass, and California can't afford to wait long to find out: the state must spend its federal funding by 2017 or forfeit it, which means construction needs to start in 2012. This push for private capital brings good and bad news of its own. On one hand there appears to be a substantial amount of private money out there ready to be invested in infrastructure — upwards of $250 billion [PDF], according to one recent analysis. On the other, private-public partnerships carry risks and must be approached with caution. Two reports on PPPs released this July, one by U.S. PIRG and one by the Department of Transportation, make these risks perfectly clear. In simple terms the danger boils down to profit. Private interests may put up capital now, but that's only because they expect revenue later. If you think Acela is expensive, don't expect lower fares from a rail operator that exists solely to make a quick and hefty profit. At some point the public will pay for the rail line, if not through tax dollars and federal funding now, then through ticket costs later. As the DOT report puts it: "In other words, a PPP primarily changes the timing with which funds become available, not the amount of the funds." Still, the creation of America's model high-speed rail line was never going to occur without some risk, and concerns over private investment can certainly be addressed with proper planning. Both the PIRG and DOT reports point out measures that public agencies can take to mitigate problems that come with private partnerships. U.S. PIRG, for instance, cautions that the public "must retain control over key transportation-system decisions." Let's hope California heeds this kind of advice, because PPPs, for better or worse, may be the state's only hope of building the line anytime soon. Fudge 4/2/2012 http://www.kpbs.org/news/2012/apr/02/rail-authority-wants-private-sector-connect-san-di/ SAN DIEGO — The chairman of the California High Speed Rail authority today held out hope that San Diegans will live to see high-speed rail connect their city to the rest of California. But it may depend on the willingness of private enterprise to build the San Diego connection in hopes of making profits. The comments by chairman Dan Richard came as the authority announced a dramatic reduction in the expected cost of a high-speed rail system. Earlier, the authority estimated that completing the “first phase” of the system would cost $98 billion. But today, Richard announced that price tag has dropped by $30 billion, due to a revised plan that has high-speed trains using existing rail bed that's now assigned to conventional trains. But the news could be met with indifferent shrugs in San Diego, which doesn’t expect to see high-speed rail service for decades. The first phase of the high-speed rail plan, which connects Anaheim to San Francisco, isn’t even scheduled to be finished until 2030. But Richard said the authority will fund improvements to the heavily used San Diego to LA route, in order to build ridership for conventional rail service. And that will encourage the private sector to partner with the state to make the high-speed connection. At least that's Richard's hope: “That even while we are building the rest of the system, people see the great opportunity to make a private investment in San Diego up to Los Angeles,” he said. But first, the high-speed rail authority must convince a skeptical state Legislature to allocate funds this year. The revised total cost of high-speed rail in California is still $68 billion. Republican Assemblywoman Diane Harkey told the Associated Press the rail authority’s changing plans should cause the Legislature to block sale of the rail system’s bonds. "The entire high-speed rail project needs to go back to the drawing board," she said. But Dan Richard said the authority’s new business plan shows ingenuity and it should inspire confidence. “We can build a world-class system and we can do it at less money than we previously thought we could,” he said. The first section of the track will run from Merced, in the Central Valley, to Burbank north of Los Angeles. Richard expects that to be done in 10 years. 

Private transit increases ridership. 
Hoover Institute, 96 (“Abuses and Usurpations: The GOP Congress thwarts Indianapolis reform,”  3/1/96 http://www.hoover.org/publications/policy-review/article/7608//Mkoo)

As a result, labor unions could threaten the loss of federal mass-transit subsidies in negotiations with local officials. Unable to cut labor costs and improve efficiency, transit authorities were forced to scrimp on maintenance and hold off on new equipment. Ridership declined as commuters found car travel cleaner, safer, and less expensive. The 1964 act is just one of many Great Society programs that placed local responsibilities under the purview of the federal government -- with disastrous results. Since federal subsidies began 30 years ago, government at all levels has showered mass-transit projects with $200 billion in subsidies. But in that time transit ridership has dropped 15 percent and operating costs have increased 105 percent. The salaries for municipal bus drivers are often three to four times those in the private sector. According to Wendell Cox and Jean Love, consultants at the American Legislative Exchange Council, competition could save mass transit 20 to 60 percent of its costs each year. With expanded routes and better service, ridership would rise by 50 percent. Most importantly, an estimated 100,000 new workers, including many poor minorities, would be added to the economy. Transportation is a local priority best met by local officials and markets working together. When Indianapolis allowed competitive bidding for its "Open Door" service for the disabled, it enjoyed dramatic improvements in service and served more than twice the number of daily riders for the same amount of money. 

Federal Amtrak control should be phased out -- that solves best. 
Utt 8 Senior Research Fellow for the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation where he conducts research on housing, transportation, federal budgetary matters and privatization issues. (Ronald, “H.R. 6003 Would Be the Costliest Bailout in Amtrak's 40 Years of Federal Subsidies,” 6/9/08, http://www.heritage.org/research/reports/2008/06/hr-6003-would-be-the-costliest-bailout-in-amtraks-40-years-of-federal-subsidies)//AM
This June, Members of the House of Representatives will be asked to support or reject the Passenger Rail Investment and Improvement Act of 2008 (H.R. 6003), an Amtrak reauthorization bill that would substantially increase taxpayer subsidies beyond the extremely generous levels already provided. Whereas Amtrak complains that it receives only 2 percent of federal transportation spending, that amount is four times higher than its fair share given that Amtrak carries less than one-half of 1 percent of the nation's intercity passengers. Even more inequitable is the per passenger federal subsidy, which the U.S. Department of Transportation calculates at $210.31 per passenger per 1,000 miles for Amtrak passengers, compared to $6.18 for those using commercial airlines. H.R. 6003 would tilt these inequitable subsidies further toward Amtrak's advantage. In comparison to the $1.35 billion federal subsidy that Amtrak will receive in fiscal year (FY) 2008, H.R. 6003 would increase the annual bailout to $2.2 billion in FY 2009 and $2.6 billion in FY 2010. Over the five-year life of the legislation, taxpayers would have to provide a total of $12.8 billion for the benefit of the tiny share of the nation's travelers using the system. A better policy would be to limit Amtrak's annual subsidy to $900 million per year and link the receipt of that subsidy to the requirement that Amtrak fill more than half of its seats on an annual basis. Since Amtrak's inception in 1970, the annual business-as-usual bailout has allowed it to squander more than $30 billion in taxpayer money for the benefit of a tiny fraction of the traveling public and its overpaid workforce. Despite this massive subsidy and endless promises of improvement by a series of recent managers and board members, Amtrak is no closer to service sustainability today than it was 38 years ago, in large part because its passengers value the service at only a fraction of what it costs to provide it. These losses have continued and worsened down to the present day: In FY 2007, Amtrak earned $1.7 billion in passenger ticket revenues but incurred costs of $3.2 billion serving those passengers. The loss for that year--$1.12 billion, up from $1.07 billion in the previous year--was covered by the taxpayers. As a result, Amtrak's recent modest increase in passengers has been at the expense of the American taxpayer. Confronting several years of sluggish growth in passenger boardings despite taxpayer subsidies nearly as large as ticket sales, Amtrak has recently switched its promotional focus from transportation to its potential to increase energy independence and reduce greenhouse gas emissions. Amtrak contends that its service is energy-efficient and environmentally beneficial, but Department of Energy data reveal that the benefits are exaggerated, and even greater benefits could be achieved by replacing Amtrak with intercity buses. Data provided by several independent sources of expertise in energy use and greenhouse gas (GHG) emissions[1] indicate that GHG emissions and energy use attributable to rail passengers could be reduced by two-thirds if all intercity rail passengers were shifted from Amtrak to buses. Indeed, U.S. Department of Energy data show that even scheduled airline service has become more energy-efficient and is now only 17 percent less energy-efficient than Amtrak--not a bad trade-off for the tremendous savings in time on most routes. Linking Subsidy to Performance While neither Congress nor the White House will likely agree to shutting down Amtrak and encouraging its passengers to shift to buses and hybrid automobiles, they might seriously consider a plan to cap and then reduce Amtrak's burden on the taxpayer in a process that would also significantly improve performance. To do this, Congress needs to link Amtrak's subsidy to performance, and the most cost-effective performance measure would be Amtrak's ability to increase its load factor (the percentage of seats occupied). For FY 2007, Amtrak's load factor reached 48.9 percent compared to 47.7 percent in FY 2006. During the first seven months of FY 2008, its load factor was 48.3 percent, compared to 45.1 percent for the same period in FY 2007. In contrast to Amtrak's poor performance in utilizing its excess capacity, commercial airlines have been operating at a load factor of just under 80 percent in recent years. Given Amtrak's exceptionally poor ridership metrics, one option might be for Congress to link Amtrak's generous federal subsidy to improvements in its load factor. For example, Congress could give Amtrak the same subsidy in FY 2009 as it received in FY 2008 but condition future subsidies on Amtrak's increasing its FY 2009 load factor to 55 percent. If Amtrak did not meet this target, then the FY 2010 subsidy would be reduced by $100 million for every 1 percentage point the FY 2009 load factor was below the 55 percent target. Furthermore, the target for each subsequent year would be increased by 5 percentage points until Amtrak matches airline performance. Setting such reasonable goals would force Amtrak managers to shift their focus from congressional lobbying and obsolete train schedules to passenger satisfaction and meaningful transportation options. More specifically, to put Amtrak on the path to fiscal independence and to get federal transportation policy better focused on energy efficiency, Congress should: Request that the Congressional Research Service, the Department of Energy, and the Government Accountability Office update and expand earlier studies on per passenger subsidies and energy efficiency to assist Congress in making rational choices among competing policies and special interests seeking transportation subsidies. Reject any attempt to increase Amtrak's federal subsidy. Cap the Amtrak subsidy at $900 million and condition future subsidies on Amtrak's steadily increasing its passenger load factor to match airline performance. Congress should also steadily reduce the Amtrak subsidy from each year to the next. Terminate the 16 Long Distance Routes that Amtrak now maintains and that account most of its losses. These routes accountfor less than 15 percent of Amtrak's ridership but reportedly incurred 130 percent of Amtrak's allocated operating losses in FY 2007 according to Amtrak's primitive accounting system, in which the reporting is distorted to claim that the trains on the NEC earn a substantial profit. The NEC does not make a profit, but maintaining the fiction that it does sustains East Coast congressional support and helps to thwart proposals to require the eastern states to help support the NEC in the same way that California, Washington, and Oregon are required to financially support much of their passenger rail service.
Amtrak should be deregulated and privatized. 
Smith 12 writes for Forbes on the politics, economics, and history of urbanism. He formerly wrote for the Market Urbanism blog, Reason, and the National Review (Stephen, “Freakonomics Quorum: Can Amtrak Ever Be Profitable?” 1/6/12, http://www.freakonomics.com/2012/01/05/freakonomics-quorum-can-amtrak-ever-be-profitable/)//AM
In many ways, Amtrak’s problems are bigger than itself. They have their roots in one of America’s most enduring trends, which is population dispersal – whether it’s through westward state-funded canals and railroads of the early days of the republic, or twentieth century automobile-based suburban and exurban sprawl. For transit of any kind to be truly revived, land use patterns will have to be significantly altered, along with some of the most important tenets of American culture. That said, the United States is taking tentative steps towards re-urbanization, and intercity travel is generally the most profitable kind of passenger rail (perhaps because there isn’t as much political pressure to keep cap fares). The consensus in the European Union and Japan is clearly in the direction of privatization. Even the privatization-averse Swiss Federal Railways aims for profits on its main intercity lines, while achieving remarkable gains in ridership over the past decade. Liberalization seems to be the future of intercity rail (to say nothing of the past), and there is no good reason that American politicians shouldn’t begin the process towards privatization now. The process, however, will be a long one, with privatization being the end goal rather than the starting point. The first thing that must be done is not even management-related, but rather regulatory: the Federal Railroad Administration’s approach to rail safety must be radically restructured. The FRA can no longer be allowed to lag behind European and Asia regulators, foisting unrealistic and outdated safety mandates on all mainline passenger rolling stock in the US, from Amtrak trains to regional/commuter railroads. Our unique standards for bulk and other more technical aspects of rail car design should have been abandoned half a century ago. America’s FRA-compliant obese mainline trains are slower, more expensive, and less reliable than modern European and Asian designs. Getting this right is the most important step in the whole process, partly because it will help “commuter” services like the Long Island Railroad and Caltrain. Good intracity mass transit links are a key to good intercity rail, and FRA regulations are more onerous for commuter railroads than they are for Amtrak. Next, management must be given much more latitude when it comes to labor issues. They should be able and willing to negotiate (and risks strikes, if need be) over everything except wages and benefits, with the minor proviso that pensions may need to be reigned in. Managers must, however, be given control over work rules. A century ago, when railroading was a grueling and deadly profession, work rules were an essential negotiating point. But now they’re lucrative sources of indirect compensation, and ripe for featherbedding. There may come a point in the future when salaries and benefits should be negotiated down as well, but currently it’s a minor issue compared to work rule reform, and is not worth the political will it will take to tackle. Once management is empowered to take control of the organization, we should expect a better financial position, and it will finally be time to begin thinking about privatization. The reason deregulation must come first is that if we were to privatize Amtrak first, as Rep. John Mica‘s plan earlier this year would have had us do, the privatized firm would just face the same difficulties that Amtrak’s predecessors faced before nationalization in 1971. But even privatization is not a straightforward affair. The first decision to make is whether to go for the European model of forcibly separated infrastructure and operations, or to sell off the railroads as an integral unit, which is the path that Japan and the United States have historically taken. Unless the E.U.’s open access policies are wildly successful by the time deregulation is finished, it would probably be best to stick with the integral model.
The CP is key to infrastructure improvements and cost effective operations. 
Utt 11 Senior Research Fellow for the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation where he conducts research on housing, transportation, federal budgetary matters and privatization issues. (Ronald, “UTT: Mica’s idea to privatize Amtrak a good first step,” 6/22/11, http://www.washingtontimes.com/news/2011/jun/22/utt-micas-idea-to-privatize-amtrak-a-good-first-st/)//AM
If Rep. John L. Mica of Florida gets his way, passenger rail in America will no longer be in the death grip of the Federal Railroad Administration, Congress, rail unions and Amtrak management. The Transportation Committee chairman has introduced legislation that would (1) transfer the 363 miles of tracks in Amtrak’s Northeast Corridor to the U.S. Department of Transportation, (2) require the department to seek competitive bids from private-sector investors/operators to fund, reconstruct and provide genuine high-speed rail service over the line, and (3) allow for competitive contracting of Amtrak’s long-distance routes and its state-supported lines. Supporters claim that up to $60 billion could be attracted from private investors to create the new system, which Amtrak estimates could cost $117 billion. While the obstacles facing the project are substantial, Mr. Mica, a Republican, should be applauded for this bold step. His plan is a welcome change from the dysfunctional status quo, but he’s facing considerable challenges. Amtrak’s exotic legal existence — it still has common shareholders, is a government corporation and is a party to numerous and costly labor contracts — must be addressed. So must the fact that passenger rail throughout the world — high speed or slow speed — is mostly a money loser. Still good-government types, fiscal conservatives and advocates of cost-effective mobility should applaud Mr. Mica’s effort to shift responsibility to the private sector. As plans for this challenging restructuring get under way, Congress and the president should quickly create and implement a companion program to boost the quality of service over Amtrak’s many other lines, reduce Amtrak’s operating costs and allow the Department of Transportation to start working more cooperatively with the private sector in preparation for implementing this ambitious high-speed plan for the Northeast Corridor. Specifically, Congress should require Amtrak to competitively contract the operation of its existing lines with private-sector providers that have been displacing, and/or substituting for, Amtrak in operating several regional commuter rail lines throughout the nation, most of which doesn’t use Amtrak to run the service. In 2010, the Virginia Railway Express dropped Amtrak as its operator and awarded a five-year operating contract to the American subsidiary of the French company Keolis to provide better service at a cost below Amtrak’s. The commuter rail operations of the Massachusetts Bay Transportation Authority (MBTA) dropped Amtrak as its operator in 2002, and contracted with Veolia, another French firm, to operate its system. Veolia still holds the contract and is in discussions with the MBTA for a third extension. The Maryland Area Rail Commuter (MARC) operates three commuter rail lines connecting its suburbs with Washington and Baltimore. Two of the lines have been operated by private providers (most recently CSX) since the Maryland state government assumed financial responsibility for the service in 1974. Negotiations have been underway with Keolis to replace CSX when the contract expires. Given that these three — and several other U.S. commuter rail systems — have opted to contract with private operators to achieve better service at lower cost to riders and taxpayers, Congress should impose the same process on Amtrak. At present, Amtrak operates about 23 lines within its own system and about 21 lines that are financially supported by the states. Some of these lines — say between five and 10 per year — should be subject to competition with private providers until the entire system has changed.
Other countries prove the CP will be successful. 
Tucker 5 deputy editor of THE FUTURIST magazine, quoting former Amtrak public affairs spokesman Joseph Vranich (Patrick, “Privatizing the Trains,” September/October 2005, http://www.wfs.org/trend2so05.htm)//AM
Rail service in Japan is rocketing forward, but the U.S. train system is at a crossroads. To recall the golden age of railroad is to return to a time when powerful steam engines roared through quiet country fields, and when the whistle of the noon train pulling into the station carried with it the promise of goods and news from afar. Rail transportation remains important for U.S. economic and civilian infrastructure, as well as America's cultural heritage. But the present state of U.S. rail travel is anything but idyllic. In his new book End of the Line, former Amtrak public affairs spokesman Joseph Vranich discusses the promise and perils that lie ahead for U.S. rail. Vranich sees the innovative private and semi-private train systems of Europe, Asia, and Canada as positive models for what rail systems can be. He also believes that the government-run, U.S. train system [Amtrak] should be done away with. The United States Government established Amtrak in 1970 under the Rail Passenger Service Act, envisioning the organization as a way to consolidate and revitalize America's steadily declining private rail lines. This public system is a failure, according to Vranich, because it stifles free-market competition, is sustainable only through a gargantuan annual outlay of public funds, and offers mediocre service. "Scaling back and restructuring Amtrak to make it more relevant is [American passenger rail's] only hope for the future," Vranich concludes. He suggests that immediate privatization is the best option for the U.S. rail system, citing the Central Japan Railroad Co. (CJR) as a model. "CJR's reorganization into the private sector has given management extremely well defined goals," Vranich writes. One illustration of CJR achieving such a goal might be the new N700 series bullet train scheduled for commercial service in 2007. A bullet train for the new century, the N700 will feature 14 motorized cars, an active tilt suspension system for maneuvering corners at high velocity, and the capacity to run at a maximum continuous speed of 300 kph. According to Vranich, the success of trains like the N700 is a direct result of free market competition within Japan's rail service industry. "Another benefit of Japan's railroad privatization has been an explosion in the research and development of advanced train technologies, with many train designs reaching new performance standards," he says. Vranich points out that privatization of a national rail system can take several forms. For example, a "franchised" system would allow a government like the United States to specify service levels, quality standards, and ticket prices, but then allow private companies to compete for contracts. According to Vranich, this model has worked well in many parts of Europe, Africa, and South America.
Amtrak will never be profitable to the government -- privatization is key. 
Murray 10 Vice President for Strategy at Competitive Enterprise Institute (Iain, “Time to set Amtrak free,” 6/4/10, http://cei.org/op-eds-and-articles/time-set-amtrak-free)//AM 

For almost 40 years, Amtrak has been a burden on American taxpayers. It has a record of inefficiency, incompetence and overspending. Now we can add corruption to that. Documents released through the Freedom of Information Act (FOIA) reveal that in 2001, several former Amtrak officials “booked false or incorrect accounting entries in Amtrak’s monthly financial statements” while providing a “rosy” financial picture to investigators and members of Congress. To add insult to injury, The Washington Times reports that Amtrak “advanced nearly $150,000 in legal fees combined on behalf of the two unnamed people who were being investigated, though an outside consulting firm later determined that ‘neither individual acted in good faith.’” These failures are not due to a lack of funds, but to chronic mismanagement, which is inevitable under Amtrak’s current organizational framework. Government bodies generally perform better when they contract out work, on a competitive basis, instead of trying to do it all themselves. Dishing out money to a single company—such as the Post Office—that faces no competition is a recipe for waste and mismanagement. In the absence of competitive discipline, other incentives lead that way. Instead of focusing on providing the public with services, executives of publicly funded or publicly owned corporations must devote considerable effort to courting favors with policymakers, in order to secure their jobs and expand their budgets. Since there is no real bottom line, as the taxpayer can be relied on to make up shortfalls, Amtrak executives have little incentive to economize or focus their resources on optimal routes. In the U.S., passenger rail routes are viable as an alternative to road or air only if cities are closely spaced and have business centers. Yet Amtrak continues to waste money on scarcely used routes used by vacationers, rather than focus on the routes that are most useful to business travelers. Many proponents of passenger rail claim that the government should provide train transport regardless of cost, but that is impractical due to the sheer size of the country. The European rail model simply does not make sense for the U.S. This cannot continue. The passenger rail industry requires the kind of careful strategic management which the private sector can best provide. It’s time to privatize Amtrak, thus subjecting it to the disciplining power of market forces. This will not be simple, and there are pitfalls to avoid. First, any breakup of a monopoly must be done right. For example, the breaking up of British Rail into 30 companies along functional lines—track ownership, train operation, maintenance, safety, and so on—proved to be a mistake, as companies with different functions tended to blame each other when problems arose. A better option would have been to split the industry into regional, integrated companies, which could be more easily held accountable by consumers. In addition, privatization will only work if the state avoids weighing down the industry with unnecessary, burdensome regulations. Nonetheless, these challenges can be overcome. A good start would be the neglected recommendations of the Amtrak Reform Council. Completed in 2002, they call for restructuring Amtrak into several different entities and allowing private companies to bid for the operation of some routes. Amtrak’s competitors are not other rail companies, but air, bus and the private car. The passenger rail industry must learn how to deploy its advantages to effectively compete against these other travel options, rather than rely on Congress to bail it out as it pursues an outmoded business model. In the long run, Congress should end subsidies, privatize and deregulate passenger rail. These actions are the only way to force Amtrak to abandon unnecessary routes that are not commercially viable, improve safety, and manage its resources effectively—and honestly.
Passenger rail fails -- proven by Amtrak’s giant losses -- only the private sector can find ways to make passenger rail successful.    
Dehaven 10-- budget analyst on federal budget issues for the Cato Institute (Tad, “Privatizing Amtrak”, Cato Institute, June 2010, http://www.downsizinggovernment.org/transportation/amtrak/privatize)//EM

Amtrak is a massive failure because it's wedded to a failed paradigm. It runs trains that serve political purposes as opposed to being responsive to the marketplace. America needs passenger trains in selected areas, but it doesn't need Amtrak's antiquated route system, poor service and unreasonable operating deficits.16 Amtrak has lost money every year of its existence, and it has consumed almost $40 billion in federal operating and capital subsidies. During the 2000s, Amtrak averaged annual losses in excess of $1 billion. In 2010, Amtrak received $563 million in operating subsidies and $1 billion in capital and debt service grants. The American Recovery and Reinvestment Act of 2009 pumped an additional $1.3 billion in capital grants into Amtrak. Amtrak is also eligible to apply for a share of the $8 billion in high-speed rail grants authorized by the stimulus bill, and an additional $2.5 billion appropriated by Congress for high-speed rail in 2010. Amtrak's board of directors recently approved the creation of a high-speed rail department in order to "maximize the opportunities available in the new intercity passenger rail environment."17 High-speed rail is a bad idea on its own, and allowing Amtrak to be involved would likely compound the problem. Some people argue that other forms of transportation are subsidized, so why not passenger rail? In 2004, the Department of Transportation published a report on the cost of federal subsidies for automobiles, buses, airplanes, transit, and passenger rail per thousand passenger miles.18 The survey covered 1990 to 2002. In every year except one, passenger rail was the most subsidized mode of transportation. For example, in 2002 Amtrak subsidies per one thousand passenger miles were $210.31. By contrast, the subsidy for automobiles was -$1.79, which means that drivers more than supported themselves through federal fuel taxes. The findings embarrassed Amtrak supporters in Congress, and as a result, the government stopped producing the report. Transportation experts Wendell Cox and Ronald Utt have updated the figures using the government's methodology and produced a similar result. They found that Amtrak subsidies per thousand passenger miles were $237.53 versus -$1.01 for automobiles in 2006.19 As it is currently structured, passenger rail is a cost-ineffective mode of transportation. As former senator Russell Long once said, why is the government trying to get people "to leave a taxpaying organization, the bus company, and ride on a tax-eating organization, Amtrak?"20 Passenger rail might make economic sense on some corridors in the United States, but the only way to figure out which routes and services make sense is to let private enterprise take the lead in a deregulated marketplace, as discussed below.
The DOT should stop subsidizing railroads -- it would result in a shift to more cost-effective and efficient bus systems.
Edwards and DeHaven, 10—*director of transportation policy and Searle Freedom Trust Transportation Fellow at Reason Foundation, engineer from MIT AND **budget analyst on federal budget issues for the Cato Institute (Chris and Tad, “Privatize Transportation Spending”, Cato Institute, 6/17, http://www.cato.org/publications/commentary/privatize-transportation-spending)//EM
Another DOT reform is to end subsidies to urban transit systems. Federal aid favors light rail and subways, which are much more expensive than city buses. Rail systems are sexy, but they eat up funds that could be used for more flexible and efficient bus services. Ending federal aid would prompt local governments to make more cost-effective transit decisions. There is no reason why, for example, that cities couldn't reintroduce private-sector transit, which was the norm in U.S. cities before the 1960s. 
Privatizing Amtrak results in more efficient operations and better infrastructure upkeep. 
Edwards 09-  B.A. and M.A. in economics and director of tax policy studies at Cato. (Chris, "Cato Handbook for Policymakers." Cato. 2009. www.cato.org/pubs/handbook/hb111/hb111-6.pdf)//TD

Passenger rail. Subsidies to Amtrak were supposed to be temporary after it was created in 1970. That has not occurred, and Amtrak has provided second-rate rail service for more than 30 years while consuming more than $30 billion in federal subsidies. It has a poor on-time record, and its infrastructure is in bad shape. Reforms elsewhere show that private passenger rail can work. Full or partial rail privatization has occurred in Argentina, Australia, Britain, Germany, Japan, New Zealand, and other countries. Privatization would allow Amtrak greater flexibility in its finances, its capital budget, and the operation of its services—free from costly meddling by Congress.
Privatization increases the efficiency of long-distance routes and increases competition. 
Mica and Shuster 11- Chairman of the Transportation and Infrastrcucture Committee, Chairman of the Railroads, Pipelines, And Hazardous Materials Subcommittee. (John, Shuster. "A New Direction. Competition For Intercity Passenger Rail in America Act." June 15, 11.  United States House of Representatives. republicans.transportation.house.gov/Media/file/112th/Railroads/Rail_Competition_Bill_Package.pdf)//TD

The worst offenders of Amtrak’s mismanaged system are its long-distance routes, defined as routes of 750 miles or more in length. Every one of these 15 long-distance routes operates at a loss, which totaled $527.3 million dollars in 2010. For example, the Sunset Limited, traveling between New Orleans and Los Angeles, lost $407.92 per passenger in 2010. The average loss per passenger on these long-distance routes is $117.84. In total, the longdistance routes account for three-quarters of Amtrak’s operating losses. Amtrak runs a deficit every year, and because there is no competition and taxpayers subsidize its inefficiencies, it has no real incentive for improvement. It is time for a new direction. Amtrak’s failing long-distance routes need to be deregulated and opened to competition to reduce the burden on taxpayers and improve service for the traveling public. 1516 Route City Pairs Net Operating Loss Ridership Subsidy Per Passenger Silver Star New York - Miami $46,500,000 393,586 $118.14 Cardinal Chicago - New York $15,200,000 107,053 $141.99 Silver Meteor New York – Miami $39,100,000 352,286 $110.99 Empire Builder Seattle – Chicago $56,200,000 533,493 $105.34 Capitol Limited Chicago - Washington D.C. $20,600,000 218,956 $94.08 California Zephyr San Francisco – Chicago $52,100,000 377,876 $137.88 Southwest Chief Los Angeles – Chicago $57,700,000 342,403 $168.51 City of New Orleans Chicago - New Orleans $21,800,000 229,270 $95.08 Texas Eagle Chicago - Los Angeles $27,100,000 287,164 $94.37 Sunset Limited Los Angeles – Orlando $37,400,000 91,684 $407.92 Coast Starlight Seattle - Los Angeles $47,100,000 444,205 $106.03 Lake Shore Limited Chicago - New York/Boston $35,000,000 364,460 $96.03 Palmetto New York – Savannah $13,800,000 189,468 $72.84 Crescent New York - New Orleans $40,200,000 298,688 $134.59 AutoTrain Lorton, VA - Sanford, FL $18,500,000 244,252 $75.74 TOTAL 527,300,000 4,474,844 $117.84 (avg) Source: Amtrak Monthly Performance Report, September 2010“A New Direction” Summary By finally bringing competition to Amtrak’s least successful routes, this initiative seeks to reduce federal subsidies and improve service for the American taxpayer and the traveling public. Create Competition and Improve Service: • Promotes competition by allowing private sector operators to compete with Amtrak to operate long-distance routes; • Requires winning bids to be selected based upon the lowest possible level of Federal support. • Allows private sector operators to make a profit, incentivizing improved service and ridership growth. Save Taxpayer Dollars: •Mandates that operating subsidies for contracted long-distance services be lower than Amtrak subsidies. Protect Freight Railroad Interests: •Involves host freight railroads through market-driven access negotiations. Create and Protect Jobs: • Creates private sector jobs. • Provides hiring preference to any potentially displaced Amtrak employees;

The private sector will manage and operate Amtrak better. 
Skoropowski 12- Director of Rail and Transit services, HNTB Corporation (Gene, "How Private Enterprise Can Strengthen Amtrak." Railwayage. Junuary 18, 2012. www.railwayage.com/index.php/passenger/high-performance/how-private-enterprise-can-strengthen-amtrak.html#.T-YJjbU7WAg)//TD

In each of these partnerships, the public sector partner provided the required capital funding. Amtrak is also the operating partner, and brings significant strength regarding the provision of liability coverage. So as we move toward greater “private sector involvement” in the delivery of a rejuvenated and expanded intercity passenger rail system, we need to look where that involvement makes the most sense to foster both a competitive business environment, as well as to provide people with the travel choice of a modern, cost-effective intercity passenger rail system. The private sector excels at delivery of customer-focused services. Businesses flourish with happy customers. Happy customers spend money on the service. The money collected from customers grows to further expand the business. This is not “revelation,” but basic business. It is the foundation upon which America’s economy is built. Often, it is the ancillary services, and such popular real estate concepts as Transit Oriented Development (TOD, or Smart Growth) that bring the real revenue generation, but the catalyst for the private investment is the existence of the passenger rail service itself.
Exts – Federal Control Fails

Federal ownership of high speed rail is inefficient and decreases ridership. 
Poole, 96 [Robert W. Jr., Director of Transportation Policy, Reason Foundation, http://heartland.org/sites/all/modules/custom/heartland_migration/files/pdfs/5752.pdf, “Defederalizing Transportation Funding”, Accessed Jun 19, //SH]
But shifting so much resources to rail transit has had the further consequence of reducing overall transit ridership. Figure 3 depicts transit ridership before and after federally funded rail systems were added to the transit systems of a number of major cities. As CBO and others have pointed out, cities that have added rail systems generally reconfigured their bus systems to feed the rail lines. But that has often had the perverse effect of making the bus system (which covers a vastly greater area) less useful for numerous ordinary trips. That, in turn, has served to reduce overall ridership. Again, the CBO report concludes that, “New transit systems financed with federal aid-particularly rapid rail projects-have not lived up to their promise. Generally they have lowered the efficiency of transit service by adding expensive unused capacity.“‘” The extent of unused capacity is depicted in Figure 4, which shows the measured load factor (fraction of all spaces during hours of operation that arc occupied by customers) for the same five transit modes depicted in Figure 2. 

Warming NB

Privatizing Amtrak is critical to solve warming and avoids politics. 
Baker 2007 [Co-director of the Center for Economic and Policy Research (CEPR). He is the author of The Conservative Nanny State: How the Wealthy Use the Government to Stay Rich and Get Richer (Dean, “For the Sake of the Planet, Privatize Amtrak” 4/23/2007, Center for Economic and Policy Research, http://www.cepr.net/index.php/op-eds-&-columns/op-eds-&-columns/for-the-sake-of-the-planet-privatize-amtrak/) AMayar]

Al Gore and the world's scientists have finally managed to convince most of the public that global warming is real and that we have to do something about it. Unfortunately, at this point the politicians are still abstractly talking about doing "something" as opposed to being concrete about steps we can take to reduce greenhouse gas emissions. (Pleas for individuals to be more conservation-minded are nice, but the point is to implement policies that will stop global warming, not find ways for people to feel good about themselves.) One item that should be near the top of anyone's list is promoting intercity train travel. The reason is simple: train travel is far more energy efficient than plane or car travel. If we can get car drivers and airplane passengers into trains, we can have substantial cuts in emissions. While we are unlikely to have people taking trains from coast to coast, there is no reason that a large portion of intercity travel cannot be done by train. Europe and Japan have had trains that travel 180 miles per hour for more than a quarter century. At that speed, the travel time from New York City to Chicago is 4.5 hours. This is very competitive with a two-hour plane flight that requires an hour of advanced check-in, plus commutes to and from suburban airports. For shorter trips, such as travel between major cities on the east coast, fast trains would almost certainly be faster than planes. This means we could reduce greenhouse gas emissions and save time on our travel. But instead of expanding and improving, our rail system is sinking further into a rut. Most regions of the country have no serious passenger train system, and even the Northeast corridor between Washington and Boston - the one area that actually does have reasonably good train service - is seeing the quality of its service deteriorate in recent years. The basic problem is that it would take a large capital investment to get the train system up to speed. To effectively use high speed trains, it is necessary to lay or relay track and restructure roadbeds to ensure that they can safely accommodate trains running at 170-180 miles per hour. The Acela trains now running in the Northeast corridor actually have a maximum speed of 150 miles per hour. However, they can only attain this speed for a small portion of their routes because the track and roadbeds are not in good enough condition. Amtrak, as a public corporation, cannot simply go out and borrow the tens of billions of dollars that would be needed to modernize its tracks. Such a move would have to be authorized by Congress. This is why Amtrak needs to be privatized. Anyone who has taken Amtrak and flown on the airlines in the last few years knows that privately run companies don't have any obvious advantages in efficiency. (Ask the Jet Blue hostages, who sat on runways for hours last winter, about the efficiency of the private sector.) But the private sector does have one big advantage over public corporations: they can lobby Congress. When the airlines took a big hit after the September 11 attacks, their lobbyists wasted no time in running to Congress and procuring a $5 billion handout from the government. The airlines could do this because they spend millions of dollars buying presidential candidates and members of Congress. This meant that when disaster hit, they could count on a serious payback. Until the trains are also run by greedy sleaze buckets who can buy their own political influence, train travel doesn't have a prayer. Who's going to lobby for it, the environmental groups? There will certainly be problems associated with privatizing Amtrak. At the top of the list is the state of its current workforce, which would come under attack from private owners. But the best route would be to try to secure the protection of workers as much as possible in a transition, not leave our train system to deteriorate even further. It's unfortunate that US politics are in their current state, but ignoring reality is not a serious political strategy. If train travel is ever going to get the government support it needs to become competitive, it will need some powerful actors to push its case. This means having private corporations run the train system.
Politics NB 

Doesn’t link to politics -- privatizing AMTRAK sidesteps partisan battles. 
Hart 11-vice president of government affairs and general counsel(Thomas A. “Advance high-speed rail with Amtrak privatization”, The Hill, 06/21, http://thehill.com/opinion/letters/167707-advance-high-speed-rail-with-amtrak-privatization)//EL

Congressman John Mica (R-Fla.), chairman of the House Transportation and Infrastructure Committee, recently introduced bold and controversial legislation that would privatize high-speed rail development in the Northeast Corridor of the United States. Amtrak opposes Mica’s plan and has its own high-speed rail plan based on the existing system with limited private investment. Instead of privatizing high-speed rail or continuing the current system, the U.S. High Speed Rail Association proposes a public-private partnership plan that would change Amtrak to advance the development of high-speed rail. We believe public-private partnerships are the most viable way to finance high-speed rail development in this country given current federal budget constraints and political opposition to massive government funding. This model has been successfully implemented in various forms at the state and local level for infrastructure and real estate development, and has also been implemented internationally for high-speed rail systems in several European nations, including England, France and Spain. Advocates from across the political spectrum agree that the most promising region for high-speed rail development is the densely populated Northeast Corridor. With several of the largest metropolitan areas in the nation concentrated in a relatively small geographical area, this region is ideally suited for high-speed rail to relieve congestion of highways and airports. A public-private partnership for high-speed rail in this region would attract significant private investment to service this huge market and generate substantial revenues and profit. The U.S. High Speed Rail Association proposes a plan that would split Amtrak into two entities: Amtrak Operations, the national rail operator, and Amtrak Infrastructure, which would own and manage the rail infrastructure in the Northeast Corridor. Amtrak Operations would continue Amtrak’s successful management of national rail operations, including the Northeast Corridor, where yearly passenger ridership is at record levels and profits currently support service in the rest of the country. Amtrak Infrastructure would be a separate entity that would be able to sell up to 40 percent of its shares to private investors and potential partners. This new investment would be used to upgrade rail infrastructure in the Northeast Corridor to world-class high-speed rail standards, enabling up to 10 times more trains per hour using the corridor. Revenues would be generated from track access charges and renewed economic development at train stations along the corridor. Amtrak Infrastructure would be a profitable entity, reducing the need for an annual federal subsidy and creating a new source of funding for expanded high-speed rail development in the rest of the nation. We believe our proposal could gain bipartisan support in this Congress, enabling high-speed rail to advance instead of stalling in partisan gridlock. And in the near future, we would realize the many benefits of high-speed trains attaining top speeds of over 200 miles per hour, providing a welcome transportation alternative to crowded highways and airports, creating jobs and economic development and reducing our dependence on foreign oil.

A2 CP Fails – No Investment/Profit Motive

The private sector wants to invest in high speed rail projects. 

Dutzik et al. 11 – Members of PIRG (Tony Dutzik with Jordan Schneider and Phineas Baxandall, “High-Speed Rail:

Public, Private or Both? Assessing the Prospects, Promise and Pitfalls of Public-Private Partnerships,” Public Interest Research Group, Summer 2011 http://uspirg.org/sites/pirg/files/reports/HSR-PPP-USPIRG-July-19-2011.pdf, MMarcus)
Americans are excited about the prospect of a clean, efficient new means of travel; nearly two thirds of Americans support federal or state funding for high-speed rail. 1 But the American people aren’t the only ones enthusiastic about high-speed rail. Businesses from around the globe are eager to compete for the billions of dollars in infrastructure spending that will accompany the nation’s investment in high-speed rail. In 2009, 30 companies from around the world committed to establish a presence or expand their existing presence in the United States if they are chosen to supply components for high-speed rail. 2 Prior to its cancellation, the Florida high-speed rail line attracted interest from seven teams including dozens of firms from around the globe. 3 In California, a request for expressions of interest from private firms drew more than 1,000 responses, while 22 funds have expressed interest in financing part of the system’s construction

Privatizing Amtrak solves the case and creates economic growth -- investors are ready and willing. 

Stephens et al 11- Professor of Library and Information science at San Jose State University(Micheal, "Privatizing Government Assets to Reduce US Debt." November 18th 2011.  www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=7&ved=0CGAQFjAG&url=http%3A%2F%2Fwww.honors.ufl.edu%2Fapps%2FThesis.aspx%2FDownload%2F1449&ei=PAbmT5vHJYW49QSyl_ikAQ&usg=AFQjCNFk9bJ942IDHLMP3SeXEHl0g4VR4w&sig2=lq6BpANqNxybIJvaSnoNDw)//TD

Possible solution The privatization of governmental assets such as Amtrak would serve as the first step on the road to privatizing more aspects of the Department of Transportation and other sectors of the United States government. The first stage for completing Amtrak’s privatization would be to sell the Northeast Corridor portion of the railroad to private investors. This is the route that is most heavily used within the Amtrak system by commuters. This route carries almost 250,000 passengers each day. This will provide private investors with the opportunity to operate high-speed rail service in the route that lies between Washington and Boston. Investors are expected to invest $50 to $60 billion in a period of ten years for this part of the railway and will complete the project of renovating the railway in three to four years as opposed to the ten years that it will take the government (The Washington Post, 2011). Selling off this piece of the route will mean selling off the only rail real estate that the government owns, a fear held by those who oppose this project. But selling off this piece of the track will reduce the annual subsidies that the government allocates to Amtrak and might lead to the construction of a high-speed rail, which will be extremely helpful for large urban areas such as New York and Boston. Another advantage of privatizing Amtrak is that privatization formalizes and establishes property rights which are one of the biggest incentives that entrepreneurs and venture capitalists look into at the time of considering a project (Filipovic, 2005). Amtrak offers a great opportunity to observe the benefits that the private sector can bring to the U.S. economy. It will be the first step for transportation improvement and reduction of governmental deficits. With an outdated, inefficient and unused system, the United States government will benefit greatly from selling portions off Amtrak or looking for a bidder that is willing to buy the entire corporation. But until then, the government will continue to subsidize an inefficient system that has the potential to improve urban transportation and can provide great gains to the U.S. GDP.
1NC – Freight CP

TEXT: The United States federal government should allow private-sector participants to obtain funding from the Transportation Infrastructure Finance and Innovation Act (TIFIA) an comparable railroad programs, and repeal the Railway Labor Act of 1926 and the Railroad Retirement Act of 1934. 
The CP removes key barriers to private control. 
Rosenbloom and Wachs 12 professor of planning and civil engineering ***AND Ph.D. and M.S. in urban and regional planning, senior principal researcher for RAND (Sandra and Martin, “A Federal Role in Freight Planning and Finance,” 2012, http://www.rand.org/content/dam/rand/pubs/monographs/2012/RAND_MG1137.pdf)//AM

There is substantial discussion of the need for new or different national freight regulations, particularly those that affect prices and thus competition between the freight modes and inhibit the involvement of the private sector in freight projects. After analyzing and discussing the many issues associated with federal freight regulations, we recommend several changes to them that might make the system more efficient while serving important national goals related to safety and efficiency. Many potential regulatory reforms are discussed in the body of this monograph. If appropriate, the federal government may wish to fund demonstration projects to test the most controversial regulatory revisions that are considered. The most widely discussed regulatory elements advanced for additional study are as follows: allowing private-sector participants to obtain funding from the Transportation Infrastructure Finance and Innovation Act (TIFIA) and comparable railroad programs (perhaps limited as to amount) identifying the specific regulatory barriers to greater use of current federal grant programs for private or public-private freight projects and developing ways to relax or remove them.
The CP solves the case -- removes federal regulations and allows the private sector to function more effectively. 

Van Doren, 3--PhD from Yale, editor of the quarterly journal Regulation, has taught at Princeton, Yale and the University of North Carolina at Chapel Hill, former postdoctoral fellow in political economy at Carnegie Mellon University (Peter, “HANDBOOK FOR CONGRESS”, Cato Institute, 2003, http://www.cato.org/pubs/handbook/hb108/hb108-36.pdf)//EM

Although great progress has been made in reducing regulation of transportation, further steps would improve the U.S. system. Currently, the motor carrier industry is subject to no economic controls; consequently there need be no change in policy. The restrictions on Mexican truckers should be lifted, but that is mainly a trade and protectionism issue. Railroads are still subject to some price controls, limits on abandonment, and control over mergers. Rail passenger service, particularly Amtrak, has been a problem ever since it was established in the 1970s. Government limits on air passenger transportation continue through cabotage restrictions, federal administration of air traffic controllers, and government ownership of airports. Finally, as a result of the September 11, 2001, attacks, security considerations have burgeoned, making air travel more expensive, more time-consuming, and perhaps safer. Water transportation regulation and subsidies have not been a part of the regulatory reforms of the last 25 years and remain stubbornly resistant to change. Rail Freight Today, the rail industry remains the most closely supervised mode of transport with limits on abandonment; mergers; labor usage; ownership of other modes; and even, in certain situations, pricing. The Surface Transportation Board oversees the rail industry and administers the Staggers Act, under which the board must ensure that rates charged to ‘‘captive shippers’’ are fair. Under federal law, the STB can exempt railroad traffic from rate regulation whenever it finds such control unnecessary to protect shippers from monopoly power or wherever the service is limited. Congress has legalized individual contracts between shippers and rail carriers, allowing competitive pricing. The Staggers Act authorizes railroads to price their services freely, unless a railroad possesses ‘‘market dominance.’’ Congress continues a prohibition on intermodal ownership and requires the maintenance of labor protection. All rail mergers, for example, require STB approval; once given the green light, however, those mergers are relieved from challenge under the antitrust laws or under state and local legal barriers. Railroads face a stringent review by the STB that, in addition to general antitrust considerations, includes the effect on other carriers, the fixed charges that would arise, and the effect on employees. In particular, the board must provide protection in any consolidation for employees who might be adversely affected. That provision is very popular with rail labor unions; the industry views it as employment protection, which makes achieving significant savings from mergers difficult. Under current law, railroads must seek STB permission to abandon lines, build new track, or sell any service. Because users and other interested parties employ the law to slow or even block change, which adds to costs, those rules should be repealed. Federal law also enjoins the STB to regulate rates charged ‘‘captive shippers’’—those that can ship by only one line and enjoy no satisfactory alternative. Coal and grain companies have exploited this provision to gain lower rates. The markets for coal and grain are highly competitive, so the producers cannot sell their output at more than the market price. Consequently, a railroad that drives shipping costs up to the point where the cost of producing the coal or grain and then moving it exceeds the competitive price will find that it has no traffic. In other words, although the railroad has no direct competition, it, too, is constrained by the market. If a coal company enjoys significantly lower costs because of a favorable location or a rich and easily exploited mine, it could reap higher profits than less favorably sited enterprises. However, if the mine has only one option for shipping its product, that is, a single railroad, the rail carrier will be able to secure much of that above-normal profit. In that case, the stockholders of the railroad will gain at the expense of the stockholders of the mining corporation. There exists no rationale for the government to intervene by favoring one company over another. The captive shipper clause must go. Congress should also repeal the ban on railroads’ owning trucking companies or certain water carriers. Federal regulations proscribe railroad ownership of trucking firms, although the STB and the ICC, in earlier decades, have granted many exceptions. From the time of the building of the Panama Canal, the Interstate Commerce Act has prohibited railroad possession of water carriers that ply that waterway. Early in the 20th century, the public believed that those huge companies needed the competition of water carriers to keep down transcontinental rates. Like the prohibition on ownership of water carriers, the ban on owning trucking firms stems from the unwarranted fear of railroad power. With the plethora of options available to shippers today, such rules are totally unnecessary. The restrictions simply limit the ability of railroads, trucking firms, and water carriers to offer the most efficient multimodal services. The Staggers Act authorized railroads to negotiate contracts with shippers but only with government approval. In addition, all rates must be filed with the STB, and tariffs that are either ‘‘too high’’ or ‘‘too low’’ can be disallowed. Congress should repeal these vestigial regulatory powers. At best, they add to paperwork and to the cost of operation; at worst, they slow innovation and reduce competition.
Exts – CP Solves 

The private sector vastly improves rail efficiency. 
Gi-hwa, 9 [Jeong, Center for Free Enterprise, http://eng.cfe.org/mboard/bbsDetail.asp?cid=mn2007713123749&pn=8&idx=1903, “Railway workers’ strike and management efficiency”, Accessed Jun 20, //SH]
The government proposed a bill to develop and restructure the railway industry through privatization in a bid to resolve the inefficiency problem at the state-owned company. But it faced so strong opposition from the labor union that it gave up the privatization plan and made a compromise to keep it state-run. An expert found that the move fell far short of a fundamental solution to improve management efficiency and the railway needed to be handed to the private sector. Since the Korean Railway launched as a state-run company in 2005, its management conditions have not improved little but even deteriorated further. Its operating loss snowballed from 537.3 billion won in 2005 to 737.4 billion won in 2008. The accumulated operating loss totaled 2.4 trillion won since then.

Deregulation solves railroads -- competition ensures success. 
McQuillan 2000 (Lawrence J, Lawrence J. McQuillan was a research fellow at the Hoover Institution. “An Electrifying Proposal,” Hoover Digest No.1, http://www.hoover.org/publications/hoover-digest/article/7902//Mkoo)
The Staggers Rail Act of 1980 greatly reduced ICC control over pricing, exit, and operations in the rail industry. Mark Burton of the Tennessee Valley Authority looked at the response of rail freight rates to competition in a 1993 study. After controlling for factors such as the availability and pricing of substitute transport modes, shipment and route characteristics, and the cost of capital and labor, Burton reports that rail freight rates for seventeen commodities were lower in 1985, by an average of 11 percent, than they would have been under continued ICC regulation. Shipping rates for high-value manufactured goods fell up to ten times more than rates for low-value bulk commodities, reflecting the ICC’s past use of "value-of-service" rate setting. For example, rates for fabricated metal products were 34 percent lower in 1985, furniture and fixtures were 31 percent lower, and machinery was 17 percent lower. In contrast, coal, chemical, and scrap material rates were only 3 percent lower. The 1980 deregulation of trucking and railroads created a more competitive shipping environment, thereby lowering the price of products on the shelf and giving consumers access to a greater variety of goods.
Deregulation solves trains -- empirics prove. 
Hoover Institute 1997 (“Miracle on I-35,” Policy Review No.86, 11/1/97,http://www.hoover.org/publications/policy-review/article/7535//Mkoo)
But the city’s most spectacular transportation success derives from the rebirth of freight rail. "Kansas City is in existence today because of its access to the interstate highway of its time: the Missouri River," says Mayor Emanuel Cleaver. "As railroads were inching their way west, a group of visionary Kansas Citians decided that if they were the first to build a railroad bridge across the Missouri River, the city would prosper. The Hannibal Bridge was opened in 1869, testimony to the city’s grit and determination. Today, nearly 130 years later, Kansas City boasts the nation’s second-largest rail center, next to Chicago." Nine major railroads serve Kansas City. Seven have intermodal terminals there, enabling them to transfer cargo to and from trucks. The railroads, deregulated in the 1980s, are regaining the long-haul pre-eminence they once held in the days before the interstate highway system revolutionized trucking. Now the price for shipping a rail boxcar of auto parts from the Detroit area to Ford’s Claycomo plant is one-third of the cost of shipping it by truck. Recently, however, the trains have teamed up with their erstwhile rivals, flatbed trucks. Railroad operators have built giant intermodal yards in hub cities like Kansas City, where truck and train cargos can be unloaded, sorted, remixed, and reloaded en route to their final destinations. Consider, for instance, the mixing facility that the Norfolk and Southern Railroad is constructing for Ford Motor Co. in Clay County, Missouri, just north of the Missouri River. You could think of the facility as akin to an airline hub--except that the passengers are new cars riding auto racks. Ford has numerous plants in the eastern United States, each producing only a limited range of models. But the dealerships of each region require a mix of all Ford models. So, at the Norfolk and Southern hub, the "passengers" are unloaded and resorted according to their destined markets. Train magazine reports that Kansas City tripled its intermodal business between 1990 and 1994. Soon thereafter, the Burlington Northern Santa Fe Railroad allocated $95 million to triple the capacity of its mammoth intermodal center in Kansas City, Kansas. The revamped facility will have the capacity to regroup and reclassify 2,400 rail cars daily.
Privatization of rails works -- results in faster and better service. 

Crozier, 1 [Patrick, CrozierVision, Transport Blog http://www.libertarian.co.uk/sites/default/lanotepdf/econn091.pdf, “Why British Rail Privatisation has Failed”, Accessed Jun 20, //SH]

So what went wrong?  Is private enterprise inherently wrong? Should I start dishing out Communist Party membership cards?  Well, private enterprise worked on the railways in this country for 125 years or so.  The railway — the track, the trains, the embankments, the cuttings, the tunnels, the via-ducts, the stations, the vocabulary, the culture — was a pri-vate sector invention.  It transformed the country.  It made most of London possible, enforced standard time and was a vital motor of the industrial revolution. I recently came across a statement from the British Railways Board dated 1943.  In it they claimed that the British railway was the best in the world.  I do not know what the truth is. But what I do know is that no one would make the claim today. The free market still works.  And it works on rail.  We only have to look at Japan, which has the busiest railway in the world.  Parts of the network have never been in state hands and work with military precision.  Since 1987 the whole net-work has been in private hands.  Although there is subsidy for outlying regions, there is no vertical fragmentation, no fran-chising.  And it works like a dream with a third of all the world’s train journeys being taken there.  And it still has the fastest scheduled service.  TGV eat your heart out. 

The CP has immense benefits over the federally funded status quo. 
Gómez-Ibáñez, 4 [José A., Professor of Urban Policy and Public Planning, Harvard University, September 8, http://www.hks.harvard.edu.proxy.lib.umich.edu/var/ezp_site/storage/fckeditor/file/pdfs/centers-programs/centers/taubman/working_papers/gomezibanez_04_railway.pdf, “Railroad Reform: An Overview Of The Options”, Accessed Jun 21, //SH]
As Clifford Winston explains in his paper prepared for this conference, deregulation brought about a remarkable revival of the U.S. freight railroad industry.12  The average tariff per ton-mile dropped by roughly half in real terms, stimulating an increase in railroad traffic of all types.  And the railroads were able to cut costs faster than they cut tariffs, so that the industry’s profitability was restored.  The railroads complain that they still earn less on their investments than other comparable private industries, and some shippers argue that they have not enjoyed much tariff relief because they are still captive to a particular railroad.  But the industry is once again able to attract capital, and even the so-called captive shippers are paying less than they had before deregulation. 

Privatization of railways is beneficial. 
Gómez-Ibáñez, 4 [José A., Professor of Urban Policy and Public Planning, Harvard University, September 8, http://www.hks.harvard.edu.proxy.lib.umich.edu/var/ezp_site/storage/fckeditor/file/pdfs/centers-programs/centers/taubman/working_papers/gomezibanez_04_railway.pdf, “Railroad Reform: An Overview Of The Options”, Accessed Jun 21, //SH]
The privatized railway concessions were generally successful in improving service for shippers and passengers while significantly reducing the level of public subsidy the railroads absorb.  A survey by Louis Thompson and his colleagues at the World Bank of freight concessions in five Latin American and one African country found, for example, that tariffs had declined in 15 of the 17 concessions for a savings to shippers of $900 million in 1999 and that traffic was above pre-concession levels in every case.24  Urban commuter railway and subway concessions in Buenos Aires and Rio de Janeiro have substantially reduced the amount of public subsidy required while also increasing ridership.25 
Deregulation solves railroads – competition ensures success

McQuillan 2000 (Lawrence J, Lawrence J. McQuillan was a research fellow at the Hoover Institution. “An Electrifying Proposal,” Hoover Digest No.1, http://www.hoover.org/publications/hoover-digest/article/7902//Mkoo)
The Staggers Rail Act of 1980 greatly reduced ICC control over pricing, exit, and operations in the rail industry. Mark Burton of the Tennessee Valley Authority looked at the response of rail freight rates to competition in a 1993 study. After controlling for factors such as the availability and pricing of substitute transport modes, shipment and route characteristics, and the cost of capital and labor, Burton reports that rail freight rates for seventeen commodities were lower in 1985, by an average of 11 percent, than they would have been under continued ICC regulation. Shipping rates for high-value manufactured goods fell up to ten times more than rates for low-value bulk commodities, reflecting the ICC’s past use of "value-of-service" rate setting. For example, rates for fabricated metal products were 34 percent lower in 1985, furniture and fixtures were 31 percent lower, and machinery was 17 percent lower. In contrast, coal, chemical, and scrap material rates were only 3 percent lower. The 1980 deregulation of trucking and railroads created a more competitive shipping environment, thereby lowering the price of products on the shelf and giving consumers access to a greater variety of goods.
Deregulation solves trains -- empirics prove. 
Hoover Institute 1997 (“Miracle on I-35,” Policy Review No.86, 11/1/97,http://www.hoover.org/publications/policy-review/article/7535//Mkoo)
But the city’s most spectacular transportation success derives from the rebirth of freight rail. "Kansas City is in existence today because of its access to the interstate highway of its time: the Missouri River," says Mayor Emanuel Cleaver. "As railroads were inching their way west, a group of visionary Kansas Citians decided that if they were the first to build a railroad bridge across the Missouri River, the city would prosper. The Hannibal Bridge was opened in 1869, testimony to the city’s grit and determination. Today, nearly 130 years later, Kansas City boasts the nation’s second-largest rail center, next to Chicago." Nine major railroads serve Kansas City. Seven have intermodal terminals there, enabling them to transfer cargo to and from trucks. The railroads, deregulated in the 1980s, are regaining the long-haul pre-eminence they once held in the days before the interstate highway system revolutionized trucking. Now the price for shipping a rail boxcar of auto parts from the Detroit area to Ford’s Claycomo plant is one-third of the cost of shipping it by truck. Recently, however, the trains have teamed up with their erstwhile rivals, flatbed trucks. Railroad operators have built giant intermodal yards in hub cities like Kansas City, where truck and train cargos can be unloaded, sorted, remixed, and reloaded en route to their final destinations. Consider, for instance, the mixing facility that the Norfolk and Southern Railroad is constructing for Ford Motor Co. in Clay County, Missouri, just north of the Missouri River. You could think of the facility as akin to an airline hub--except that the passengers are new cars riding auto racks. Ford has numerous plants in the eastern United States, each producing only a limited range of models. But the dealerships of each region require a mix of all Ford models. So, at the Norfolk and Southern hub, the "passengers" are unloaded and resorted according to their destined markets. Train magazine reports that Kansas City tripled its intermodal business between 1990 and 1994. Soon thereafter, the Burlington Northern Santa Fe Railroad allocated $95 million to triple the capacity of its mammoth intermodal center in Kansas City, Kansas. The revamped facility will have the capacity to regroup and reclassify 2,400 rail cars daily.
Exts – Federal Control Fails

Federal control over railroads is counterproductive and hurts industry flexibility. 
Gómez-Ibáñez, 4 [José A., Professor of Urban Policy and Public Planning, Harvard University, September 8, http://www.hks.harvard.edu.proxy.lib.umich.edu/var/ezp_site/storage/fckeditor/file/pdfs/centers-programs/centers/taubman/working_papers/gomezibanez_04_railway.pdf, “Railroad Reform: An Overview Of The Options”, Accessed Jun 21, //SH]
Within a few decades, many industry observers came to believe that governments’ close involvement in the railroads, either as owner or regulator, was counterproductive in that the involvement made it harder for the industry to adapt to its new environment. Public ownership was usually accompanied by public subsidies, which were helpful.  But it also was accompanied by requirements to attend to employment, regional development, and other social goals that competed with the railroads’ basic transportation function. Railroads were typically pressed to employ more staff than they needed, for example, or to maintain branch lines and services that were lightly used and no longer profitable, and the costs of these obligations often exceeded the subsidies they received.  In North America, government regulators usually required the privately owned railroads to attend to many of the same social goals.  These privately owned railroads were typically not subsidized, however, since public subsidy was less politically acceptable unless accompanied by public ownership.  

More evidence -- federal control leads to financial losses. 
Kessides, 5 [Ioannis N., Lead Economist, World Bank, http://wbro.oxfordjournals.org.proxy.lib.umich.edu/content/20/1/81.full.pdf+html, “Infrastructure Privatization and Regulation: Promises and Perils”, Accessed Jun 21, //SH]
Infrastructure is crucial for generating growth, alleviating poverty, and increasing international competitiveness. For much of the twentieth century and in most countries, the network utilities that delivered infrastructure services—such as electricity, natural gas, telecommunications, railroads, and water supply—were vertically and horizontally integrated state monopolies. But this approach often resulted in extremely weak services, especially in developing and transition economies and especially for poor people. Common problems included low productivity, high costs, bad quality, insufficient revenue, and shortfalls in investment. Over the past two decades many countries have implemented far-reaching institutional reforms—restructuring, privatizing, and establishing new approaches to regulation. This article identifies the challenges involved in this massive policy redirection within the historical, economic, and institutional context of developing and transition economies. It also reviews the outcomes of these policy changes, including their distributional consequences—especially for poor households and other disadvan-taged groups. Drawing on a range of international experiences and empirical studies, it recommends directions for future reforms and research to improve infrastructure performance. 
Surface Transportation CP
1NC – CP 

The United States federal government should abolish the United States Department of Transportation, phase out its surface transportation infrastructure investment, and repeal the federal gas tax. 

The federal government is highly inefficient -- deregulation and privatization are key to solve the case. 

Van Doren, 3--PhD from Yale, editor of the quarterly journal Regulation, has taught at Princeton, Yale and the University of North Carolina at Chapel Hill, former postdoctoral fellow in political economy at Carnegie Mellon University (Peter, “HANDBOOK FOR CONGRESS”, Cato Institute, 2003, http://www.cato.org/pubs/handbook/hb108/hb108-36.pdf)//EM

Highway Infrastructure, Mass Transit, and Gasoline Taxes This final section analyzes highway and transit infrastructure, which is owned and operated by government. The U.S. Department of Transportation should be abolished and public roads, national highways, and urban mass transit systems returned to the states and municipalities and the private sector. Whatever justification there may once have been for a national transportation department has disappeared; the goal of creating a national road network was achieved long ago. If states were allowed to assess and fund their own infrastructure needs, they would be able to select the transportation systems that best suited local conditions. If necessary, they could reintroduce gasoline taxes at the current level, or at higher or lower levels, to pay for their systems. But that is unlikely to be necessary. Ken Small and his colleagues demonstrated more than a decade ago that efficient congestion and axle-weight-related fees on trucks could finance an interstate highway system without the use of a gasoline tax. And the Chilean experience described by Eduardo Engel and his coauthors provides a blueprint for private road franchise contracts that could be used in the United States.
Federal funding isn’t useful stimulus -- private sector action solves the case better. 
Staley, 12- Ph.D., is a senior research fellow at Reason Foundation ( Samuel R., “Highway Construction As Stimulus? Not So Fast”, Reason Foundation, 6/15, http://reason.org/news/show/highway-construction-as-stimulus-no)//EL

Transportation infrastructure is a case on point. The Interstate Highway System is justly lauded as one of the greatest engineering and political achievements of the 20th century. President Obama regularly invokes the nearly three-decade initiative when talking about public works projects that could get the economy back on track. Unfortunately, the simplified story about the Highway System misses the fact that billions of dollars were likely wasted because we built a system too large to serve its core purposes, and we failed to ensure the investments were in the right place at the right time. As it is, the Interstate Highway System was wildly over budget. The U.S. Department of Transportation reports that initial estimates put total construction costs at about $27 billion. By the time the system was completed in the 1980s, the federal government had spent more than $114 billion and the total cost accumulated to $129 billion. Changing design standards, environmental review, and inflation all contributed to escalating costs, but another critical factor was also in play: No incentives existed to prevent overbuilding. This overbuilding may have resulted in tens of billions of dollars in excess federal and state government spending even though many economists suggest that the economic benefits of the system outweighed the costs of its construction. After all, the result of the project was a 46,876 mile long system that knitted together all major U.S. metropolitan areas, and economists have shown that the interstate system was a boon to business as intercity trucking became more efficient and less costly and urban congestion fell dramatically. Nevertheless, billions of dollars were likely wasted because the users - commercial truckers as well as passenger cars - were never required to directly consider the costs and benefits of using these roads with a true user fee such as a toll. In the 1950s, Congress decided to eschew tolls altogether, opting instead for the politically expedient and administratively efficient (at the time) gas tax. The end result was a system where many roads were built to nowhere, or at the wrong time, and transportation subsidies became endemic. A price sensitive private sector, in contrast, might have otherwise built roads elsewhere and for even more productive purposes. It is this reality of overbuilding that should sober ideas about infrastructure spending "paying for itself" or "filling a need," particularly in an advanced and mature economy such as the one within th United States. Certain parts of the Highway System certainly showed positive economic gains, but many other segments were unnecessary - or at least not necessary at the time the government built them. While spending federal dollars on road development is not the only arrow in the quiver of the pro-stimulus argument, a more sophisticated look at our experience with the Interstate Highway System at least suggests that Washington should be careful about simply dropping billions more dollars on the economy without considering the potential inefficiencies they create. A critique of this argument might be that we're just knit picking on price. However, new research out of China of all places suggests that the waste may well have amounted to more than 20 percent of the total cost. China is a particularly intriguing case study because its economy is going through many of the same challenges, fits, and starts as the U.S. economy in the early and mid-twentieth century. Roads, rails, bridges, ports, and airports have emerged as critical infrastructure for nurturing a burgeoning manufacturing economy, and facilitating national mobility. China, however, didn't have the economic tax base to support a sprawling national highway system. While provinces were responsible for building the roads and expressways, they couldn't levy taxes to finance them. So, they relied on private capital to build their expressways and later established government-controlled toll authorities to fund many more. The model worked reasonably well except that the primary purpose was to collect money to pay off the debt, not optimize the efficiency of the highway network. Tollroads were established based on whether the agencies could float bonds to finance them, not economic analysis of travel demand and willingness to pay. The result? Expressway overbuilding. Economists at the Institute for Regional and Transportation Economy at Chang'an University studied highway investments and toll rates in four provinces - Jiangsu, Hebei, Shaanxi, Jilin - and found that the expressways were overbuilt by about 20 percent. They concluded that road pricing that takes into account travel demand as well as the debt incurred to build the highways would substantially reduce the size of the highway network. In short, by making the true costs of building highways transparent to users through properly calibrated tolls, the expressway network would have been smaller and less expensive. The implications for U.S. transportation policy and highway finance are important, particularly given the current gridlock over long-term transportation spending in Congress and the intransigence of some Congressman toward public private partnerships. If China managed to overbuild its tolled expressways by 20 percent, the inefficiencies and overbuilding in the unpriced U.S. highway system are likely much larger. At the very least, this makes a strong case for expanding the scope of private involvement in American highways. And it should provide a non-ideological pushback on the idea that stimulus spending on infrastructure is a good idea.

Exts – CP Solves 
Privatizing roads reduces congestion and creates sustainable growth. 

Rouhani, 9 – PhD candidate Civil and Environmental Engineering Department @ UC Davis (Omid, “SUSTAINABLE TRANSPORTATION AN INTERNATIONAL PERSPECTIVE”,  Projections, Volume 9, MIT Journal of Planning, http://web.mit.edu/dusp/dusp_extension_unsec/projections/issue_9/issue_9_rouhani.pdf) //RI
ARE ROADS PUBLIC GOODS? A common definition of a public good is “A good which once provided to one user must be provided to others in the same amount” (Public good def-a), in other words, everyone can simultaneously obtain benefits. This means that the good should be 1) Non-rivalrous (one’s consumption does not impede that of others’) and 2) Non-exclusive (no one can be excluded from its consumption). Do roads fit this definition? Even in non-congested conditions, each driver’s entrance to a road lowers other drivers’ utility by reducing overall speed. When roads become congested, one person’s benefit definitely reduces that of others. Thus, they are rivalrous. This becomes worse with congestion. The second argument is that some people’s consumption is much less than others’ (less VMT). Some people cannot afford a car, which means roads are partially exclusive. Since the rich consume more and have higher VMT, public roads provide a kind of progressive subsidy for society, with a higher subsidy for people with higher income. This creates an inequality. The other definition for a public good is “A good that is hard or even impossible to produce for profit” (Public good def-b). This is not true for roads anymore. A $4 billion concession fee contract for the Indiana Toll Road (Crowe Chizek, 2006), for example, shows huge profits can be gained from road infrastructure. Users’ willingness to pay is seemingly high enough to compensate for the travel cost increase. This can constitute a profitable industry which increases GDP directly and indirectly. One general conception about roads is that they are strategic goods like national defense, and should be under national control and treated as public goods. Leasing instead of selling roads complies with this conception to some extent. Government does not sell its property and applies some control levers on these roads. Thus, this relation will not be out of control. Finally, transportation infrastructure should improve with economic growth. Considering the lack of financial resources limits this growth, there may be no other solution than at least a partial private road system. In this regard, the Public-Private Partnerships investments have grown in the transportation sector (IRF, 2007).

Road privatization works better -- empirics. 

Block, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf)//RI
Smithian 2 case that we can more effectively organize an economic system through decentralization based on private property, freely fluctuating prices and unencumbered markets than centralization, bureaucracy and commands.3 Nor will we again rehearse the arguments in favor of private rather than public roads in particular. There is already a rela- tively large body of work (given the admitted unpopularity of the argument) that attempts to justify this enterprise.4 That is, it shows that private streets, roads, highways, bridges, tunnels and other vehicular thoroughfares are feasible, workable, violate no scientific or ethical codes, and, actually, were the historical practice, not the exception. It demonstrates benefits in terms of reduced traffic fatalities, declining automobile congestion (peak- load pricing which has still eluded public sector road managers is more likely to be implemented), and more efficiency. If socialism cannot work in Cuba, North Korea, East Germany or the U.S.S.R., why should it be supposed it would function ade- quately on any nation’s roads or its city’s streets? This literature, further, deals with issues of eminent domain, bankruptcy, encroaching (a private road owner surrounds a domicile with concrete, and will not permit access or egress), monopoly, street sweeping, profiteering, policing, traffic lights, dealing with bad weather conditions, drunken motorists, etc. It is important to realize, too, that there are numerous real world examples of private streets which function highly effectively. These include the private streets of St. Louis; the streets internal to shopping malls and shopping centers (even the aisles of groceries and department stores may be considered for our purposes in this regard); gated communities worldwide, and the rural roads owned by associations of property owners in Finland and Sweden.5 Contrast the private streets in Disney World with those in New York City’s famous Central Park; it is no accident that the former are safe for passersby, while the latter have been the location of numerous murders and rapes.
Marketplace dynamics solve the case better.  

Block, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf, p. 14)//RI
As such, all the usual benefits and responsibilities that are incumbent upon private enterprise would affect roads. The rea- son a company or individual would want to build or buy an already existing road would be the same as in any other business—to earn a profit. The necessary funds would be raised in a similar manner—by floating an issue of stock, by borrowing, or from past savings of the buyer. The risks would be the same— attracting customers and prospering, or failing to do so and going bankrupt. Likewise for the pricing policy; just as private enterprise rarely gives burgers away for free, use of road space would require payment. A road enterprise would face virtually all of the problems shared by other businesses: attracting a labor force, subcontracting, keeping customers satisfied, meeting the price of competitors, innovating, borrowing money, expanding, etc. Thus, a highway or street owner would be as much a busi- nessman as any other, with much the same problems, opportuni- ties, and risks. In addition, just as in other businesses, there would be facets peculiar to this particular industry. The road entrepreneur would have to try to contain congestion, reduce traffic accidents, plan and design new facilities in coordination with already existing highways as well as with the plans of others for new expansion. He would have to set up the “rules of the road” so as best to accomplish these and other goals. The road industry would be expected to carry on each and every one of the tasks now under- taken by public roads authorities: fill potholes, install road signs, guard rails, maintain lane markings, repair traffic signals, and so on for the myriad of “road furniture” that keeps traffic moving. Applying the concepts of profit and loss to the road industry, we can see why privatization would almost certainly mean a gain compared to the present, nationalized system of road management.

Privatizing roads solves -- profit motives lead to more effective maintenance and innovative solutions. 

Servodio, 4 – MA in economics at the University of Akron, Ludvig Von Mises Institution Graduate (Paul, “Snowed by Road Statism”, Ludvig von Mises Institute, 12/27, http://mises.org/daily/1704/)//RI

As time passed we did not see even one plow/salt truck. This prompted a discussion between my friend and I on how much better the roadways would be if they were privately owned. Obviously with privatized roads, the owners of these roads would have huge incentives to keep the roadways as clean as they possibly could during snowstorms. The profit incentives of being able to claim that one's roadway is much safer during inclement weather than a competitor's would be tremendous. Surely word of mouth would spread through consumers on which roadways were consistently safer to travel during inclement weather. The road owner who does nothing to keep his roadways clean during snowstorms would certainly suffer large profit losses. What seems to be the state's problem with keeping roadways clean of snow is that there simply are not enough plow/salt trucks to do all of the work. Isn't there a word for that scenario? What is it called? Ah yes, shortage! The state has a shortage of plow/salt trucks. The process works like this: all limited access highways are taken care of first, followed by primary city streets, and in a distant third are residential streets. I say a distant third because many of these streets do not get cleaned until the middle of the night or the next day. Some people have to wait until the sun gets around to being warm enough to melt the snow. Instead, road entrepreneurs would have their own teams of plow/salt trucks and know the precise number of these vehicles to have in order to efficiently keep their roadways clean of snow and ice.

Investors are ready and willing to invest -- road privatization solves the case. 

Rouhani, 9 – PhD candidate Civil and Environmental Engineering Department @ UC Davis (Omid, “SUSTAINABLE TRANSPORTATION AN INTERNATIONAL PERSPECTIVE”,  Projections, Volume 9, MIT Journal of Planning, http://web.mit.edu/dusp/dusp_extension_unsec/projections/issue_9/issue_9_rouhani.pdf) //RI

Private industries 3. Road owners try to maximize their benefits from roads. Their income depends both on the quantity of demand and prices charged. Roads owners are responsive to the demand, trying to price their roads to increase not only their profits (by charging effective tolls) but also the demand (by providing a better service). Both of these two objectives are neglected in the centralized-public structure. 4. A gigantic industry will be formed. Long term and stable revenue streams encourage the private sector to invest in this industry. A significant part of the industry would be formed just by leasing the existing roads. Consequently, government can make profits from an industry that is in a near breakdown condition now. 5. Some companies will substantially suffer from privatization because transportation costs account for a high proportion of their costs, and introducing this policy will increase their costs by great amounts. They may be compensated by being offered shares of the private firms running tolled roads or travel credits. 6. Landlords will benefit from their property appreciation when a new road is constructed. They can participate in the construction by purchasing bonds, or they can be taxed to maintain equity (Engel et al, 2005).
Free enterprise solves roads better -- privatization is empirically effective. 
Stossel, 10. American consumer reporter, investigative journalist, author and libertarian columnist. (John, “Private Enterprise Does It Better”, Reason Foundation, February 11, 2010, http://reason.org/news/printer/private-enterprise-does-better, Callahan)

In Myths, Lies and Downright Stupidity, I bet my readers $1,000 that they couldn't name one thing that government does better than the private sector. I am yet to pay. Free enterprise does everything better. Why? Because if private companies don't do things efficiently, they lose money and die. Unlike government, they cannot compel payment through the power to tax. Even when a private company operates a public facility under contract to government, it must perform. If it doesn't, it will be "fired"—its contract won't be renewed. Government is never fired. Contracting out to private enterprise isn't the same thing as letting fully competitive free markets operate, but it still works better than government. Roads are one example. Politicians call road management a "public good" that "government must control." Nonsense. In 1995, a private road company added two lanes in the middle of California Highway 91, right where the median strip used to be. It then used "congestion pricing" to let some drivers pay to speed past rush-hour traffic. Using the principles of supply and demand, road operators charge higher tolls at times of day when demand is high. That encourages those who are most in a hurry to pay for what they need. It was the first time anywhere in the world that congestion pricing was used. Bureaucrats were skeptical. Now congestion pricing is a hot idea for both private and public road management systems. Likewise, for years there was a gap in the ring road surrounding Paris that created huge traffic problems. Then private developers made an unsolicited proposal to build a $2 billion toll tunnel in exchange for a 70-year lease to run it. They built a double-decker tunnel that fits six lanes of traffic in the space usually required for just two. The tunnel's profit-seeking owners have an incentive to keep traffic moving. They collect tolls based on congestion pricing, and tolls are collected electronically, so cars don't have to stop. The tunnel operators clear accidents quickly. Most are detected within 10 seconds -- thanks to 350 cameras inside the tunnel. The private road has cut a 45-minute trip to 10 minutes. Indiana used to lose money on its toll road. Then Gov. Mitch Daniels leased it to private developers. Now it makes a profit. The new owners spent $40 million on electronic tolling. That's saved them 55 percent on toll collection. They saved $20 per mile by switching to a better de-icing fluid. They bought a new fleet of computerized snowplows that clear roads using less salt. Drivers win, and taxpayers win.

More evidence -- either economic outcome is preferable to the status quo. 

Rouhani, 9 – PhD candidate Civil and Environmental Engineering Department @ UC Davis (Omid, “SUSTAINABLE TRANSPORTATION AN INTERNATIONAL PERSPECTIVE”,  Projections, Volume 9, MIT Journal of Planning, http://web.mit.edu/dusp/dusp_extension_unsec/projections/issue_9/issue_9_rouhani.pdf) //RI
Privatization might result in two possible broad outcomes: an oligopoly or a competitive framework. These two are the same in providing better service than the present conditions. Figure 1 shows the transition from present conditions to two possible outcomes based on the Van Aerde model (Rakha et al, 2002), a more complicated model version of the Greenshields model (Greenshields, 1934). It should be noted that this model estimates different points of the intersection of supply and demand for each road with speed, flow, or density as variables. The left curve of the figure shows some hypothetical data which are close to average present conditions and the other two curves show two possible outcomes (speed and flow diagram). By representing private roads and the consequent pricing regime, both the demand and supply change results in less congested roads. Rufolo et al (2008) showed that mileage fees result in reduction in driving even with the same total money gathered as the gas tax spent to drive. The difference between competitive and oligopoly outcome is based on the power of firms to change prices. In a competitive framework, firms do not have any power to change tolls (prices), so they probably try to increase the demand, maximize the traffic, and stay at the maximum flow part of the curve to increase their revenue. But the competitive behavior of roads owners is less probable (Zhang et al, 2006). The oligopoly structure is more probable based on the spatial restrictions of roads’ construction. Adding that changing routes may be time-consuming and users may not have any other options, the owner can overcharge and consequently increase his/her profits and gain a monopolistic power. In addition to the spatial restrictions, land purchasing problems and high construction costs are barriers to entering the market, which may lead to a monopoly or some kind of oligopoly (Zhang et al, 2006). For several practices, the tolls are the highest in the world; the prime example is a 13-mile stretch outside Mexico City that costs $6 to use, twice the daily minimum wage in Mexico (Porter, 1997). However, charges decrease the demand for travel. Thus, both frameworks reduce congestion. The private owners try to prevent the congested part by increasing prices when demand increases. They try to sustain their revenues and decrease their maintenance costs by restricting the demand. If the demand is not restricted, the traffic flow (consumption) decreases and as a result, their revenue will decrease due to both lower demand and the poorer service. An oligopoly, which is commensurate with less consumption- lower VMT, is superior to a competitive outcome without regulating emissions due to the higher charges required. Generally, private marginal costs instead of social marginal costs govern the transportation market (concept of externalities). To approach the social optimum, consumption should be reduced. In fact, oligopoly behavior and externalities cancel or reduce the effect of each other. It should be noted that the road owners can smooth the change in travel demands by applying different prices for different periods of the day (changes in supply).
Empirically highway privatization has increased choices while decreasing prices. 
Ball, 94 [Martin, PHD, http://www.libertarian.co.uk/sites/default/lanotepdf/econn057.pdf, “Liberate The Roads! The Benefits That Will Come From Road Privatisation”, Accessed Jun 20, //SH]

And I have faith that privately owned roads will im-prove service to customers as well.  The evidence from other privatisations is that removing privileged producer monopolies from former state (i.e. badly) run companies has given the consumer more choice and a better deal. 
Highway privatization means lower costs and better products for consumers. 
Caplan, 96 [Bryan, Professor of Economics, George Mason University, http://www.libertarian.co.uk/sites/default/lanotepdf/econn072.pdf, “A Practical Proposal for Privatising the Highways- And Other ‘Natural Monopolies’”, Accessed Jun 20, //SH]
The incentives for innovation would be distinctively improved. What incentive does a state monopoly have to improve its product or lower costs?  In contrast, a private monopoly has every incen-tive to exploit all possible cost savings and to introduce new and improved products.  It may charge an arm and a leg for them, but it will certainly want to introduce them. (c) It definitely seems like a private road system could have very high transactions cost.  In a best-case scenario, it would just charge a (high) flat fee; this would be a definite improvement over the current morass of registration fees, gasoline taxes, tire taxes, and tolls used to pay for the existing highway system. 

The CP solves the aff better. 
Samuel, 95—freelance journalist who writes on regulatory affairs and whose work appears in Forbes and National Review (Peter, “Highway Aggravation: The Case For Privatizing The Highways”, Cato Policy Analysis, 6/27, http://www.cato.org/pubs/pas/pa-231.html)//EM
The economics, politics, and technology are right for progressively privatizing highways and creating markets in highway service. Washington State, Virginia, and California have begun to do so. Private highway projects in those states are discussed in detail. State highways should be sold section by section to private owners. With private operators responsible for maintenance as well as improvement of the highways, gasoline taxes and other government charges for roads could be phased out. New ideas and new technologies would be applied. For example, to eliminate stop-and-go conditions, private highway operators could vary toll rates by the minute to encourage less peak-hour travel. 
Highway privatization solves transportation technology innovation. 
Samuel, 95—freelance journalist who writes on regulatory affairs and whose work appears in Forbes and National Review (Peter, “Highway Aggravation: The Case For Privatizing The Highways”, Cato Policy Analysis, 6/27, http://www.cato.org/pubs/pas/pa-231.html)//EM
There is enormous opportunity for entrepreneurship in highways--for example in catering to the special needs of truckers with liberalized width, height, and weight limits, and to car drivers by providing car-only lanes and real-time information about congestion, parking space availability, and commercial services. There is a plethora of new technologies being developed under the title "intelligent transportation" systems--gadgets to produce a map on a digital display in your car, to tell you what nearby services are available, and to tell you by synthetic voice where to turn. And smart weapons guidance technology from satellites and space-miniaturized sensors is being commercialized so that a variety of driver controls will soon be marketed to help the driver, or take over some car controls. Greyhound buses already carry collision avoidance radars, and on special lanes in California cars are being "hooked up" with the lead driver pulling a "train" of following cars by radio signals and computerized engine controls. Of a thousand such systems, perhaps 950 will be no more than gee whiz stories for Popular Science. But some will certainly find their way into use. Many will require that highways be adapted with special flyovers, ramps, and barriers, and that will require entrepreneurial profit-seeking management of the highways
Exts – Federal Control Fails

Federal intervention drives up costs. 
Roth, 10. Roth is a civil engineer and transportation economist. He is currently a research fellow at the Independent Institute. During his 20 years with the World Bank, he was involved with transportation projects on five continents. (Gabriel, “Federal Highway Funding”, CATO Institute, June 2010, http://www.downsizinggovernment.org/transportation/highway-funding/, Callahan)

3. Federal Intervention Increases Highway Costs The flow of federal funding to the states for highways comes part-in-parcel with top-down regulations. The growing mass of federal regulations makes highway building more expensive in numerous ways. First, federal specifications for road construction standards can be more demanding than state standards. But one-size-fits-all federal rules may ignore unique features of the states and not allow state officials to make efficient trade-offs on highway design. A second problem is that federal grants usually come with an array of extraneous federal regulations that increase costs. Highway grants, for example, come with Davis-Bacon rules and Buy America provisions, which raise highway costs substantially. Davis-Bacon rules require that workers on federally funded projects be paid "prevailing wages" in an area, which typically means higher union wages. Davis-Bacon rules increase the costs of federally funded projects by an average of about 10 percent, which wastes billions of dollars per year.27 Ralph Stanley, the entrepreneur who created the private Dulles Greenway toll highway in Virginia, estimated that federal regulations increase highway construction costs by about 20 percent.28 Robert Farris, who was commissioner of the Tennessee Department of Transportation and also head of the Federal Highway Administration, suggested that federal regulations increase costs by 30 percent.29 Finally, federal intervention adds substantial administrative costs to highway building. Planning for federally financed highways requires the detailed involvement of both federal and state governments. By dividing responsibility for projects, this split system encourages waste at both levels of government. Total federal, state, and local expenditures on highway "administration and research" when the highway trust fund was established in 1956 were 6.8 percent of construction costs. By 2002, these costs had risen to 17 percent of expenditures.30 The rise in federal intervention appears to have pushed up these expenditures substantially.

Federal highway funding is chronically ineffective.  
Edwards, 4 [Chris, Policy Analysis, http://heartland.org/sites/all/modules/custom/heartland_migration/files/pdfs/15352.pdf, “Downsizing the Federal Government”, Accessed Jun 23, //SH]
Transportation Projects. Large, some-times massive, cost overruns are common- place in federally funded transportation projects.96 In 1985 government officials claimed that Boston’s “Big Dig” highway project would cost $2.6 billion and be completed by 1998. The cost has bal-looned to $14.6 billion, and the project is still not finished.97In a 1989 referendum, Denver residents agreed to construction of a new $1.7 billion international airport. By the time the airport was opened in 1995, the cost had mushroomed to $4.8 bil-lion.98 In 1994 Virginia officials claimed that the Springfield interchange project would cost $241 million. The cost has now soared to $676 million.99The cost of New York’s Penn Station redevelopment has more than doubled, and the project is years behind schedule.100 Those are not isolated cases of bad man-agement. Such problems are chronic and plague much of the federal government.101 The GAO found that half of the federal high-way projects it examined in recent years had cost overruns of more than 25 percent.102 Large cost overruns are routine on multi-bil-lion-dollar technology upgrade projects at federal agencies.103 For example, the FBI’s $600 million project to update its computer systems finally neared completion in 2004 but is $123 million over budget and 21 months late.104 

Planning roads for “public interest” fails -- it only results in earmarks and poor planning.

O’Toole, 8--senior fellow with the Cato Institute (Randal, “Roadmap to Gridlock The Failure of Long-Range Metropolitan Transportation Planning”, 5/27 http://www.cato.org/pubs/pas/pa-617.pdf)//EM

In a 1950 conference organized by the Bureau of Public Roads, economist Shorey Peterson noted that, “It is in character for the engineer to be mainly concerned, not with broad matters of public interest, but with specific relations between road types and traffic conditions.” Peterson specifically warned against trying to account for the “public interest” when planning roads. “Control of road improvement through judging its relation to the general welfare is as debatable, as devoid of dependable benchmarks as deciding the proper peacetime expenditure for national defense or the right quantity and quality of public education,” said Peterson. “Controlled in this way, highway projects are peculiarly subject to ‘pork barrel’ political grabbing.”30 Federal transportation funding since the passage of ISTEA has proven Peterson correct. Federal transportation earmarks, unheard of before 1980, have exploded from 10 in 1982 to about 500 in 1991 to more than 6,000 in 2005.31 Cities are competing to outdo one 6 another in building the most expensive rail projects. And in a growing number of urban areas, transportation planning seems to be about almost anything but transportation. Congressional authorization for the federal gasoline tax expires every six years, so Congress has reauthorized the tax twice since ISTEA, each time preserving or adding to long-range planning requirements. The next reauthorization is scheduled for 2009, which gives Congress an opportunity to revisit this process.
CP Solves – Laundry List 
Privatization of roads reduces congestion and brings down costs -- solves emissions, and creates ag productivity and economic growth. 

Rouhani, 9 – PhD candidate Civil and Environmental Engineering Department @ UC Davis (Omid, “SUSTAINABLE TRANSPORTATION AN INTERNATIONAL PERSPECTIVE”,  Projections, Volume 9, MIT Journal of Planning, http://web.mit.edu/dusp/dusp_extension_unsec/projections/issue_9/issue_9_rouhani.pdf) //RI
IMPROVING ROAD SYSTEM

In general, sustainable development entails three dimensions: economic, environmental, and social sustainability or equity. With no exception, sustainable roads should provide economic efficiency, ecological stability, and social equity (Schwaab et al, 2001). Nevertheless, all the dimensions can be converted to monetary terms. Financial improvement can cover other aspects as will be discussed later. However, a sustainable policy should consider different impacts of pursuing this goal. The present trends in the road systems do not seem sustainable. Congestion is a growing concern for road networks. The average traffic congestion costs for OECD countries account for about 3% of their gross domestic product (GDP), about $810 billion annually: this proportion is 4.4% for South Korea (Schwaab et al, 2001). Congestion also increases greenhouse gas (GHG) emissions, losses in energy and time, and criteria pollutant emissions. Reducing vehicle miles traveled (VMT) through demand management and increasing efficiency (sending an efficient price signal) are two broad policies to address congestion or in general external costs from roads. Adding capacity is another solution on the supply side. Although additional capacity may increase demand, taking into account that VMT and GDP are highly correlated (Choo et al, 2001) (even if no causal relationships are found) supports the trend of adding capacity rather than reducing VMT. In other words, the efficiency increase through adding capacity will not only decrease our fuel consumption, pollution, and accidents by providing a better service, but also increase GDP by providing a better access to socio-economic systems. For instance, a study by the World Bank found that although a better road network increases motor vehicle usage, it can reduce GHG emissions by improving agricultural and heating practices (better access to fuels and inputs) (EU road federation, 2007). Thus, the attempts to increase the efficiency of roads might be superior to policies restricting demand-VMT. Those attempts do not restrict people’s travel activity and seek to be more efficient overall. However, a combination of the two approaches can be implemented as well. Financing is another problem in transportation systems. Not only are the funds insufficient, but they are also inefficiently allocated. Transportation costs are not passed to users in the present transportation finance structure. By including the internal costs (construction and maintenance costs) and external costs (congestion, pollution, accidents) of travel, the efficiency of roads can be increased (Schwaab et al, 2001).
CP Solves – Accidents

Government ownership of roads is the root cause of accidents -- CP reverses this and solves quickly. 
Block, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf, p. 5-6)//RI *Sam Peltzman - professor of Economics at the University of Chicago
The explanation of apathy toward highway mismanagement that seems most reasonable is that people simply do not see any alternative to government ownership. Just as no one “opposes” or “protests” a volcano, which is believed to be beyond the con- trol of man, there are very few who oppose governmental roadway control. Along with death and taxes, state highway manage- ment seems to have become an immutable, if unstated, fact. The institution of government has planned, built, managed and maintained our highway network for so long that few people can imagine any other workable possibility. While Peltzman puts his finger on the proximate causes of highway accidents, such as excessive speed and alcohol, he has ignored the agency, govern- ment, which has set itself up as the manager of the roadway apparatus. This is akin to blaming a snafu in a restaurant on the fact that the oven went out, or that the waiter fell on a slippery floor with a loaded tray. Of course the proximate causes of customer dissatisfaction are uncooked meat or food in their laps. Yet how can these factors be blamed, while the part of restaurant management is ignored? It is the restaurant manager’s job to insure that the ovens are performing satisfactorily, and that the floors are properly maintained. If he fails, the blame rests on his shoulders, not on the ovens or floors. We hold the trigger man responsible for murder, not the bullet. The same holds true with highways. It may well be that speed and alcohol are deleterious to safe driving; but it is the road manager’s task to ascertain that the proper standards are maintained with regard to these aspects of safety. If unsafe conditions prevail in a private, multi-story parking lot, or in a shopping mall, or in the aisles of a department store, the entrepreneur in question is held accountable. It is he who loses revenue unless and until the situation is cleared up. It is logically fallacious to place the blame for accidents on unsafe conditions, while ignoring the manager whose responsibility it is to ameliorate these factors. It is my contention that all that is needed to virtually eliminate highway deaths is a non-utopian change, in the sense that it could take place now, even given our present state of knowledge, if only society would change what it can control: the institutional arrangements that govern the nation’s highways.
Privatized roads would be safer and minimize accidents -- multiple reasons. 

Block, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf, p. 15)//RI
**we don’t endorse gendered language 

As far as safety is concerned, presently there is no road manager who loses financially if the accident rate on “his” turnpike increases, or is higher than other comparable avenues of trans- portation. A civil servant draws his annual salary regardless of the accident toll piled up under his domain. But if he were a private owner of the road in question, in competition with numer- ous other highway companies (as well as other modes of transit such as airlines, trains, boats, etc.), completely dependent for financial sustenance on the voluntary payments of satisfied cus- tomers, then he would indeed lose out if his road compiled a poor safety record (assuming that customers desire, and are willing to pay for, safety). He would, then, have every incentive to try to reduce accidents, whether by technological innovations, better rules of the road, improved methods of selecting out drunken and other undesirable drivers, etc. If he failed, or did less well than his competition, he eventually would be removed from his position of responsibility. Just as we now expect better mouse- traps from a private enterprise system which rewards success and penalizes failure, so could we count on a private ownership setup to improve highway safety. Thus, as a partial answer to the challenge that private ownership would mean the deaths of mil- lions of people in traffic accidents, we reply, “There are, at present, millions of people who have been slaughtered on our nation’s highways; a changeover to the enterprise system would lead to a precipitous decline in the death and injury rate, due to the forces of competition.”
CP creates efficient and safe transit -- airlines prove marketplace incentives minimize the risk of accidents. 

Block, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf, p. 227)//RI
Every year, thousands of people lose their lives in highway accidents. Fatal crashes are variously attributed to vehicle speed, intoxication of the driver, lack of safety regulations, or mechanical failures. These are proximate causes, but government management and control are major factors as well. While there will always be some accidents, as long as customers want safety, pri- vate owners will compete to provide it. If a good safety record on a road attracted customers, it would be in the interest of owners to provide it. Owners of airlines know the importance of safety and regular maintenance of their aircraft, for they face the consequences when safety fails. If the cause is believed to be the airline’s,. customers choose another carrier. As a result, air transportation is extremely safe But today’s highway monopoly means that there is no monetary incentive for government to improve its safety record. People have to drive regardless of the safety of the road.

Marketplace competition solves much better than public ownership -- creates efficiency and reduces the risk of accidents. 
Bradley, 9 – PhD, Von mises Institution (Edmund, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf, p. IX)//RI

Lest you think your money would be going up in exhaust fumes, remember that market firms, who must please customers to stay in business, provide everything better and less expensively than government, without that nasty moral hangover of forcing people to pay for things they may not use or want. Your gasoline price already includes forty to fifty cents per gallon in taxes for road building and maintenance. This means I’m paying twenty-five to thirty-three dollars per month for road use now. With privatization of roads, that cost would go down, probably considerably. It happens every time anything is moved from government hands into private hands. There are other benefits that would follow road privatization. The private roads that exist now have fewer accidents than pub- lic roads, probably in part because they’re better maintained: If private road builders let potholes remain, get reputations for high accident rates, or do repairs during rush hour, they have to deal with complaints and with people choosing other roads.
CP Solves – Congestion

Federal control guarantees congestion, which drains economic productive --  market strategies solve. 

Block, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf)//RI
Another major concern about the public highway system is the massive congestion in and around many of the urban areas during rush-hour periods. This not only leads to aggravation and waste of gas while idling in traffic but also constitutes an immense loss of time and productivity. According to Representative Thomas Petri, chairman in the 104th Congress of the House Sur- face Transportation Subcommittee, if each Federal Express and United Parcel Service driver encounters traffic delays for five minutes in a day, the cost mounts to $40 million over the course of a year. Multiplying this by all U.S. drivers gives some rough indicator of the cost to society. The government has come up with ways to address the traffic problem, but none has worked. For example, the federal government has called for employers to stagger work hours for their employees so that the traffic coming into urban areas would be spread out more. In some states, special lanes for high-occupancy vehicles have been constructed at great expense. For many driv- ers, the inconvenience or impracticality of carpooling overrides the benefit of such a contrivance. Owners of private highways would undoubtedly offer cheaper rates at off-peak times, thus providing a monetary incentive for staggered work hours. With today’s highways, govern- ments, too, could employ such a procedure. But instead of charging more for peak-load travelers, the state usually charges less. It is common to reduce the price for regular commuters who pur- chase tokens for forty or more trips a month. These are precisely the peak-load users who add to the congestion. Other solutions the government has come up with are one- way streets and limited turns in busy areas. While these are intended to cut down on traffic, the secondary effects are often the opposite. The restrictions may necessitate circuitous routes and drivers may end up driving more. This increases the amount of miles driven in certain areas within a constrained time period. Under private ownership, the builder of a road would want to secure the highest profits with the least cost. The builder would consider the businesses and residents located near the highway. A system where the transportation owners worked cooperatively with industry and residents would encourage efficiency as well as profits for the road owner. The owner of a private highway would need to satisfy the customer in order to make profits. The governmental (public) owner of the highway, the politician, is usually able to give the customer poor service and does not need to satisfy the voter in order to receive money. If the public enterprise is sued for negligence, the person in charge does not directly pay; all monies come out of general tax revenues. In the case of private owner- ship, the owner must pay. Thus there are much higher incentives for the private owner to provide good service.

Switch of the highways to the private sector solves HOT highways -- that solves congestion. 
Roth 10—civil engineer, transportation economist, research fellow at the Independent Institute (Gabriel,  Federal Highway Funding, CATO Institute, June 2010, http://www.downsizinggovernment.org/transportation/highway-funding)//EM
One of the promising advances to relieving urban congestion is High-Occupancy or Toll (HOT) highways. Networks of HOT lanes can be structured for use by vehicles with payment of variable tolls combined with buses at no charge. The tolls are collected electronically and set at levels high enough to ensure acceptable traffic conditions at all times. A current obstacle to expanding HOT lane programs is that it is difficult to add tolls to roads constructed with federal funds. The first HOT lanes in the United States were introduced in 1995 on California's State Route 91 near Anaheim. The California Private Transportation Company conceived, designed, financed, constructed, and opened two pairs of "express lanes" in the median of a 10-mile stretch of the highway.40 Express lane users pay tolls by means of identifiers, similar to those used by EZPass systems, with the payments debited electronically from accounts opened with the company. Following the lead of the private sector, California's public sector implemented a similar project on Route I-15 north of San Diego. It has also proven popular. The rates charged on the I-15 lanes are varied automatically in real time to respond to traffic conditions. HOT lanes have also been implemented in Denver and Minneapolis, and are planned for the Washington, D.C., area. Payments for the use of roads can now be made as easily as payments for the use of telephones, without vehicles having to stop. Such changes in payment methods can have profound effects on the management and financing of roads. If the federal government removed itself from highway financing, direct payments for road use could be made directly to state governments through tolls. These sorts of tolls are already in place in New York and New Jersey. An even better solution would be payment of tolls for road use directly to private highway companies, which would cut out government financing completely. This is now technically feasible.

More ev -- privatization solves congestion best. 
Edwards 9 director of tax policy studies at Cato, top expert on federal and state tax and budget issues (Chris, “Privatization,” February 2009, http://www.downsizinggovernment.org/privatization)//AM 

Any service that can be supported by consumer fees can be privatized. A big advantage of privatized airports, air traffic control, highways, and other activities is that private companies can freely tap debt and equity markets for capital expansion to meet rising demand. By contrast, modernization of government infrastructure is subject to the politics and uncertainties of government budgeting processes. As a consequence, government infrastructure is often old, congested, and poorly maintained. Air Traffic Control. The Federal Aviation Administration has been mismanaged for decades and provides Americans with second-rate air traffic control. The FAA has struggled to expand capacity and modernize its technology, and its upgrade efforts have often fallen behind schedule and gone over budget. For example, the Government Accountability Office found one FAA technology upgrade project that was started in 1983 and was to be completed by 1996 for $2.5 billion, but the project was years late and ended up costing $7.6 billion. The GAO has had the FAA on its watch list of wasteful "high-risk" agencies for years. Air traffic control (ATC) is far too important for such government mismanagement and should be privatized. The good news is that a number of countries have privatized their ATC and provide good models for U.S. reforms. Canada privatized its ATC system in 1996. It set up a private, nonprofit ATC corporation, Nav Canada, which is self-supporting from charges on aviation users. The Canadian system has received high marks for sound finances, solid management, and investment in new technologies. Highways. A number of states are moving ahead with privately financed and operated highways. The Dulles Greenway in Northern Virginia is a 14-mile private highway opened in 1995 that was financed by private bond and equity issues. In the same region, Fluor-Transurban is building and mainly funding high-occupancy toll lanes on a 14-mile stretch of the Capital Beltway. Drivers will pay to use the lanes with electronic tolling, which will recoup the company's roughly $1 billion investment. Fluor-Transurban is also financing and building toll lanes running south from Washington along Interstate 95. Similar private highway projects have been completed, or are being pursued, in California, Maryland, Minnesota, North Carolina, South Carolina, and Texas. Private-sector highway funding and operation can help pave the way toward reducing the nation's traffic congestion.
Public transportation will increase congestion -- they measure productivity by ridership not by efficiency.

O'Toole 12—senior fellow at the Cato Institute (Randal, “DOT Moves to Support Even More Wasteful Transit Projects”, Cato Institute, 3/20, http://www.downsizinggovernment.org/dot-moves-support-even-more-wasteful-transit-projects)//EM
Moreover, instead of measuring cost effectiveness by the number of hours of time the projects save travelers, the proposed rules would measure it by the number of new transit riders the project is projected to gain. This means that projects that increase congestion (by, for example, building streetcar lines in streets or running frequent trains across grade crossings), wasting most people’s time, will actually score higher because planning models assume congestion leads more people to ride transit.
Federal planners have an incentive to increase highway congestion -- this backfires and increases pollution.
O’Toole, 6-- director of the Thoreau Institute and an adjunct scholar at the Cato Institute (Randal, “A Desire Named Streetcar How Federal Subsidies Encourage Wasteful Local Transit Systems”, Cato Policy Analysis, 1/5, http://www.cato.org/pubs/pas/pa559.pdf)//EM

To the EPA and many urban planners, relieving congestion simply encourages more driving. So they prefer to focus on high-cost transit improvements and hope that increased congestion will convince some drivers to take transit. Portland’s regional planning agency, for example, wrote in its transportation plans that “congestion signals positive urban development” and that “transportation solutions aimed solely at relieving congestion are inappropriate” because they “would eliminate transit ridership.”74 The Twin Cities’ agency decided to limit construction of new highways in the hope that “as traffic congestion builds, alternative travel modes will become more attractive.”75Unfortunately, the air pollution models endorsed by the EPA and the Department of Transportation failed to account for the added pollution caused by congestion— and thus failed to credit any air quality benefits to congestion relief.76
Privatization solves congestion.

Samuel, 95—freelance journalist who writes on regulatory affairs and whose work appears in Forbes and National Review (Peter, “Highway Aggravation: The Case For Privatizing The Highways”, Cato Policy Analysis, 6/27, http://www.cato.org/pubs/pas/pa-231.html)//EM
Two leading transport economists recently wrote, "Traffic congestion is a classic externality, especially pervasive and important in urban areas. The theoretical and empirical relationships governing it have been thoroughly studied. As a result there is a consensus among urban economists, and a growing proportion of other urban and transportation analysts, as to the first-best policies to deal with it: namely some form of (anti-) congestion pricing. Disagreement centers on the practicability and political feasibility."(39) There is legitimate resistance to tolls if they are seen as just another way to raise money. There is potentially a large amount of money in highway tolls. Kenneth Small of the University of California, Irvine, estimates that there is at least as much in congestion pricing revenues as in congestion costs--around $50 billion a year, just about enough to offset the $40 billion raised in federal and state gasoline and diesel fuel taxes and the $10 billion in state registration revenues.(40) Small makes an interesting case for deploying congestion tolls in a package that would compensate losers, finance alternative peak-hour transit, and generally smooth the way politically for reform. John Kain of Harvard sees the perception of tolls as taxes as the overwhelming obstacle. "This obstacle to congestion pricing ought to be removed by returning all congestion price revenues, net of collection costs, to taxpayers in the form of a highly visible tax rebate."(41) Another way to achieve that result would be for governments to progressively privatize their highways, phase down their gas tax and registration fees, and phase out their highway departments. That could be done in many different ways: by calling for bids, by putting sections of highway up for sale, by selling conditional franchises to build and operate.
CP Solves – Emissions/Pollution 

CP reduces emissions -- incentivizes private sector innovation and creates more effective emissions controls. 
Bradley, 9 – PhD, Von mises Institution (Edmund, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf, p. IX)//RI

Lest you think your money would be going up in exhaust fumes, remember that market firms, who must please customers to stay in business, provide everything better and less expensively than government, without that nasty moral hangover of forcing people to pay for things they may not use or want. Your gasoline price already includes forty to fifty cents per gallon in taxes for road building and maintenance. This means I’m paying twenty-five to thirty-three dollars per month for road use now. With privatization of roads, that cost would go down, probably considerably. It happens every time anything is moved from government hands into private hands. There are other benefits that would follow road privatization. The private roads that exist now have fewer accidents than pub- lic roads, probably in part because they’re better maintained: If private road builders let potholes remain, get reputations for high accident rates, or do repairs during rush hour, they have to deal with complaints and with people choosing other roads. Pollution and pollution controls on automobiles would also be handled by road privatization. If auto pollution were to grow too thick, people living near the offending roads would sue the biggest, most obvious target: the road owners. Road owners would therefore charge higher fees for cars without up-to-date inspection stickers. Auto manufacturers would build pollution- control equipment into cars, and advertise how cleanly they run. Automakers do this already, but under the gun of a government that mandates pollution levels and what kind of pollution controls manufacturers use. Without government interference, engi- neers would be free to compete to provide different technologies to reduce costs and improve horsepower while providing cleaner burning engines. With the inspection stickers being coded to your automobile’s age, manufacturer, and model, there might be a sep- arate pollution rider on your monthly statement. Drivers of new Hondas might see a discount, while drivers of old belchers would pay fees that might be higher than the road tolls themselves.

CP lowers costs and reduces air pollution. 
Block, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf)//RI
WALTER BLOCK: I foresee a decrease in cost in road use com- pared to now. This is the ordinary expectation when we privatize things like garbage removal, postal services. There is even a gen- eral “rule of two” promulgated by Steve Hanke, E.S. Savas, and others: it costs the public sector roughly twice as much to do any- thing as the private. I’d be amazed if roads were an exception. Air pollution, with one exception to be mentioned below, is entirely a separate issue. The reason we have it at all is due to a government failure to uphold private property rights, in that pol- lution is merely and simply an uninvited border crossing, a tres- pass of dust and other particles, as it were. So, air pollution could rise, fall or stay the same as we moved to road privatization. It all depends upon the state upholding, or failing to uphold, private property rights in this domain. The one exception is that lawsuits for pollution would be much easier with private rather than public roads. No longer would you have to sue millions of separate auto owners. Now, you could sue one or just a few road owners for being bawdy houses, not of sex, but of aiding and encouraging pollution on their property, which then leaks out onto other people’s prop- erty.1
CP decreases emissions and congestion -- only privatization creates a lasting solution. 

Rouhani, 9 – PhD candidate Civil and Environmental Engineering Department @ UC Davis (Omid, “SUSTAINABLE TRANSPORTATION AN INTERNATIONAL PERSPECTIVE”,  Projections, Volume 9, MIT Journal of Planning, http://web.mit.edu/dusp/dusp_extension_unsec/projections/issue_9/issue_9_rouhani.pdf) //RI

Not only can privatization decrease congestion, but it can also decrease emissions by shifting speeds to more efficient parts and decreasing travel time. The speed of approximately 80 kilometers per hour represents both maximum flow and lowest emissions including GHGs (for most of the vehicle models), which is the peak part of the model. The competitive outcome is desirable from this aspect: the target of a competitive market would be providing the service mostly at the peak point of the graph. As an example of increasing efficiency by charging, each priced lane in the median of State Route 91 in Orange County, Cal carries twice as many vehicles per hour as the adjacent toll-free lanes during peak-hours based only on a good balance of demand and capacity (DeCorla-Souza, 2008).
More evidence. 

Rouhani, 9 – PhD candidate Civil and Environmental Engineering Department @ UC Davis (Omid, “SUSTAINABLE TRANSPORTATION AN INTERNATIONAL PERSPECTIVE”,  Projections, Volume 9, MIT Journal of Planning, http://web.mit.edu/dusp/dusp_extension_unsec/projections/issue_9/issue_9_rouhani.pdf) //RI

Privatization of transportation infrastructure has gained increasing attention in recent years mainly due to the lack of funds in the transportation sector. Privatization can be considered as an approach to roadway sustainability. Two different aspects of privatization can help sustainability. Private participation increases funding and investment opportunities and transformation to private ownership, which provides clear property rights can help the process of environmental charging. On the other hand, increasing the efficiency of roads through optimal pricing and optimal investment, a byproduct of privatization, can indirectly decrease the externalities produced by transportation. Transportation sector revenue increase, another byproduct of privatization, can be used to fund transit systems and other publicly owned infrastructures. Differentiating between vehicle classes can help the process of emissions reduction using a rebate policy. Further work will focus on how this rebate policy should be designed.
A2 CP Fails – Costs 

Revenue gained from privatized roads goes to area residents -- neutralizes the impact of higher costs. 
Rouhani, 9 – PhD candidate Civil and Environmental Engineering Department @ UC Davis (Omid, “SUSTAINABLE TRANSPORTATION AN INTERNATIONAL PERSPECTIVE”,  Projections, Volume 9, MIT Journal of Planning, http://web.mit.edu/dusp/dusp_extension_unsec/projections/issue_9/issue_9_rouhani.pdf) //RI
The possibility of a new monopoly (or oligopoly) formation is another important risk. The spatial restriction of road development and the possible barriers to enter the market may result in an imperfect competition. Alternative roads are restricted for any origin-destination pair, and a new competitive alternative is costly to construct and hard to allocate space for. This is accompanied by high levels of tolls (monopolistic behavior) and even over-investment in road networks. The risk of a new monopoly necessitates regulation. With regulation, a decentralized structure can outperform a centralized one by being more responsive to travel demand patterns if flexible prices are allowed (Zhang et al, 2006). Another argument against private roads is that their revenues (may) go to the private sector and shareholders rather than government. But government can charge the private companies for the externalities produced from the roads and raise revenue for other public expenses. Moreover, area residents can be the possible shareholders of private roads. Thus, the higher revenue can be justified.
A2 CP Fails – Monopolies

Privatizing highways won’t cause monopolies. 
Block 9 PhD in economics from Columbia, Harold E. Wirth Eminent Scholar Endowed Chair in Economics at Loyola University, senior fellow of the Mises Institute (Walter, “The Privatization of Roads & Highways,” book published in 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf)//AM

It must be faced at the outset, however, that this scenario will strike many as unlikely in the extreme, not to say bizarre. Are not highways the sorts of things that must, by the very nature of things, be assigned to the public sector? How could private streets overcome the free-rider problem? Are not roads quintessential public goods? How could private firms surmount the difficulties associated with nonexcludability? What about monopoly? We must object to the claim that there is something intrinsic about roads that renders it necessary for them to be part of the “public” sector. The original highways, turnpike roads, were invariably private concerns; the theoretical arguments opposing vehicular thoroughfare privatization are all invalid.4 Even nowadays, there are miles of private “streets” which function exceedingly well, despite the fact that most commentators have not appreciated that they accommodate automobile traffic.5 Nor is there any theoretical reason why such a state of affairs could not prevail for the entire vehicular-transportation network of the U.S. We are accustomed to regarding long, thin entities such as highways as impossible to privatize. But railroads, which are equally “long and thin” have for many decades been built, owned and managed by profit-making firms.6 Access need not be limited by use of antiquated-coin tollbooths.7 The universal product codes, which keep track of groceries, could easily by applied to automobiles; even our “horse and buggy” highway authorities are now—at long last—in the process of introducing such automation.8 Nor need we fear that a private street owner would not allow automobile access, or would charge unreasonably high “monopoly” prices; our experience with the typical forprofit railway line is that it tried its best to induce immigration and economic development in its area in order to increase its profits, land values and value of its capital; and each hastened to do so, lest people and markets leave their areas and move to the ports, cities, and lands served by competing railroads. The same principle would be at work if all streets and roads were private as well.9 Such irresponsible behavior would be impossible in any case since everyone, in purchasing homes or street service in a libertarian society would make sure that the purchase or lease contract provides full access. . . . With this sort of ‘easement’ provided in advance by contract, no such sudden blockade would be allowed, since it would be an invasion of the property right of the landowner.10 
Despite monopolies, the private sector knows that increasing prices too far will decrease demand.

Samuel, 95—freelance journalist who writes on regulatory affairs and whose work appears in Forbes and National Review (Peter, “Highway Aggravation: The Case For Privatizing The Highways”, Cato Policy Analysis, 6/27, http://www.cato.org/pubs/pas/pa-231.html)//EM
One objection likely to be raised is that the facilities will be monopolistic. The degree of monopoly will vary with the alternatives available. Part of the process of tolling major highways will be restricting through traffic on untolled local access streets, first so that the business is not lost from the highway and second so that local neighborhoods are not gridlocked with toll evaders. So some element of "monopoly" will be a necessary part of any project. I asked Small to comment on how a monopoly highway owner's pricing would compare to an economist's concept of what is socially optimal. He replied, In the absence of regulatory or public relations constraints, the profit-maximizing owner of a private highway will charge a form of congestion pricing (as recommended to public highway agencies). The price would be higher at congested times and places; the only difference from "optimal" congestion pricing is that the markup is applied to the short-run marginal cost in each period. This markup, like that applied by a monopolist in any market, is inversely related to the elasticity of demand during the time period in question. The markup serves to extract additional benefits of the highway from travelers, which in some circumstances may be necessary for the road to be built in the first place. The private owner has an incentive to extract these benefits in a manner involving the least inefficiency, since it is in the owner's interest to reduce demand as little as possible consistent with good congestion management.(42)
A2 CP Fails – No Investment/Profit Motive

Private firms want to invest in highways --  it’s a steady and predictable cash flow. 

Orski, 8 [C. Kenneth, Editor and Publisher, Innovation Briefs, http://news.heartland.org/newspaper-article/2008/07/01/private-investment-tolls-will-play-increasing-role-funding-tomorrows-tr, “Private Investment, Tolls Will Play an Increasing Role in Funding Tomorrow's Transportation Infrastructure”, Accessed Jun 19, //SH]
Many of the infrastructure funds tend to favor investments in toll roads. That's because roads generate strong demand even in times of slower economic growth and produce steady and predictable cash flow relatively unaffected by economic downturns. Toll road-related investments appeal especially to long-term investors such as pension funds and insurance companies, which require stable, income-oriented investments to match their long-term liabilities and payout obligations.

A2 CP Fails – Real Estate Costs 

Privatization reduces real estate costs. 
Block, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf)//RI
Blockades. One argument for the thesis that roads are different, and thus either cannot or should not be privatized, or, if so, that special provisions applicable nowhere else must apply here, is based upon the “blockade problem”: if the four streets sur- rounding the block in which my home is located are privatized, then I can be blockaded in, or entrapped. Alternatively, I can be made to pay such a high price for egress and access to my own property that virtually the entire capital value of it would end up being captured by these private road owners, e.g., the “entrap- ping” firm or firms will charge a fee just below the present dis- counted value of the house. We know that this scenario could not occur in the natural operation of a free market in road provision (see chapter 1). No one would purchase such a home, initially, unless access and egress rights were first stipulated, and at a mutually agreeable price, at present and in the future as well. Just as “title search” is now the order of the day in real estate trans- actions, so, too, would “access search” come to be a common- place in the free society earmarked by private roadways. This being the case, no proper disbursement of public streets into private hands could ignore this issue. For, to do so would in effect be to give to the private road owners not only the streets them- selves which is part of the explicit privatization plan, but also (the value of) virtually all the property “entrapped” by these traf- fic arteries. What, then, could be done to obviate such a monu- mental injustice? One possibility would be to add a codicil to the transfer of the roads (however else effectuated); to wit, that due weight would have to be given to the contrary-to-fact, hypothet- ical bargaining over these access rights that would have, but did not, take place, since no private road market existed. Here, the new private firms would own the street, but they would be sub- ject to the side order constraint that they grandfather in all extant property owners abutting their newly owned roads. As for com- plete newcomers to the area, e.g., those traveling through it for the first time or those who purchase real estate lying within the bounds of these recently privatized avenues, they could be charged as much as the market will bear. But, for those already established, and also their visitors, repairmen, deliverymen, etc., due consideration would have to be given to this hypothetical contrary-to-fact bargaining over egress and access. How, in turn, might this be done? One possibility is to look at the market value of rights of way in arenas where this is subject to open and free bargaining, and then to incorporate this knowledge into newly privatized roads. For example, Christopher Muller notes that, with regard to his railroads, “James J. Hill encouraged settlement by letting immigrants travel halfway across the country on his railroad for ten dollars if they would settle along the route. He rented entire families freight cars for little more money.”4 The point is, if this railroad magnate was attempting to attract people to live on territory abutting his holdings, he must have offered them inducements to do so. Borrowing a leaf from his and other such offers would be of help in solving our present challenge. Continues Muller: “Unlike other railroad builders such as Cor- nelius Vanderbilt who built their railroads around a population, Hill built a population around his railroad.” Precisely. But if you are going to do this sort of thing, you must make attractive offers to would-be future neighbors.

Tolls Solvency 

Private tolls solve -- creates successful road financing and facilitates better maintenance. 
SCRIBNER 10-Policy analyst, Competitive Enterprise Institute(MARC,” LETTER TO THE EDITOR: Tolls, more freeways would improve transport” Washington Post, April 20, http://www.washingtontimes.com/news/2010/apr/20/tolls-more-freeways-would-improve-transport/)//EL
The editorial “Freeways are the solution to congestion” (Comment & Analysis, April 12) got it half-right. Widening roads to support more cars is far less costly than expanding commuter rail, and it avoids many of the land-use problems and the authoritarian “smart growth” social engineering that characterize commuter-rail projects. But while expanding existing highways is necessary to alleviate congestion and improve the transportation system, tolls and congestion pricing both serve useful functions. Getting the road-financing mechanisms right is crucial for long-term transit privatization efforts. Tolls coupled with congestion pricing means that those using and placing stress on the highway system actually pay for its continued operation and maintenance. Given that tolls are by far the most practical method of generating revenue for private roads, bridges and tunnels, the alternative is maintaining the status quo indefinitely: high-cost, low-quality government monopolies controlling our transportation sector.
A2 Tolls Bad (Congestion)

Tolling has little negative effect on traffic and congestion pricing would solve

DOT 8-(“AN UPDATE ON THE BURGEONING PRIVATE SECTOR ROLE IN U.S. HIGHWAY AND TRANSIT INFRASTRUCTURE” UNITED STATES DEPARTMENT OF TRANSPORTATION July 18, http://www.fhwa.dot.gov/reports/pppwave/ppp_innovation_wave.pdf)//EL

7. Will toll roads divert traffic to other facilities that are less able to deal with it? According to Fitch Ratings, based on its experience with a variety of toll roads around the world, it is their “best judgment that in most developed countries with high motorization rates, regularly scheduled toll increases that are pegged at or close to inflationary levels will likely have minimal adverse traffic effect.” For toll roads with toll rates that have historically not kept pace with inflation, rates can be raised steeply to catch up to inflation without materially affecting demand. 142 Fitch’s experience confirms that toll rate increases that are pegged to inflation or some other reasonable indicator, and which are reasonably well phased in to avoid sharp increases, should not cause adverse traffic effects. Nevertheless, it is important to recognize that each facility presents unique circumstances and the problem of traffic diversion needs to be evaluated. To the extent traffic diversion is expected to pose a serious problem, then alternative PPP structures, such as shadow tolls or availability payments, could be considered. The risk of diversion also highlights the benefits of congestion pricing. Appropriately structured congestion pricing may encourage drivers to drive at off­peak hours, when the toll rates are less expensive, rather than to drive on other roads. In urban areas, congestion pricing also provides a congestion­free alternative which actually encourages drivers using alternative routes to use the priced facility instead in order to get the benefits of faster and more predictable travel times. Various studies conducted by FHWA and others have shown that vehicle throughput on freeways drops by 10 percent to 25 percent when traffic flow breaks down, in addition to causing delays to motorists that do get through. This lost throughput can be regained when traffic flow on freeways is managed with pricing so that flow breakdown is prevented. Thus, managing demand on freeways with pricing during peak periods can actually increase freeway vehicle throughput and thereby increase the total volume of traffic that can be served in a priced freeway corridor, with the freeway attracting some traffic from other facilities in the corridor. Additionally, congestion pricing can divert traffic to transit, which provides a net benefit in congestion reduction. 
A2 Tolls Bad (Cost)  
Concession agreements set a reasonable limit on toll rates for private sector

DOT 8-(“AN UPDATE ON THE BURGEONING PRIVATE SECTOR ROLE IN U.S. HIGHWAY AND TRANSIT INFRASTRUCTURE” UNITED STATES DEPARTMENT OF TRANSPORTATION July 18, http://www.fhwa.dot.gov/reports/pppwave/ppp_innovation_wave.pdf)//EL

Concession agreements for toll facilities typically provide that the private operator may not raise toll rates above certain amounts. Toll rate limits can be based on changes in inflation­ related indexes, changes in gross domestic product per capita, a fixed percentage rate or any other factor that the public authority deems relevant or useful. (In the context of congestion pricing, maximum toll rates are not efficient; instead, toll rate limits need to provide operators with flexibility to vary tolls based on demand in order to reduce congestion. 136 ) Concession agreements typically provide that failure by the private operator to comply with toll rate provisions ultimately leads to control of the facility and the right to collect tolls reverting to the public authority. In addition, if the operator raises toll levels too high, the public may avoid using the facility, forcing the operator to make the facility more affordable. The private operator’s revenue is directly dependent on the affordability of the facility. Setting proper toll rates is especially important if a toll facility is located in a potentially constrained market, or if the public authority is giving the private operator protection from competition. In these situations there may be a risk of monopoly pricing; the operator could conceivably charge prices well in excess of the marginal social cost for use of the facility because users have limited alternatives. To the extent monopoly pricing is a risk, the public authority needs to be vigilant to make sure that the toll rates it negotiates with the private operator reflect the risk and underlying economic reality of the project, recognizing that every facility has unique characteristics. The public authority should also be aware that to the extent it expects to receive revenue from the concession the toll rate structure needs to reflect this revenue. While monopoly pricing is a risk in constrained markets, the risk can be managed through negotiated toll rates. Another option is to use a shadow toll or availability payment structure, which can provide some of the benefits of PPPs without creating a tolling structure. With shadow tolls and availability payments, the concessionaire has incentive to construct and operate the facility so that it will perform optimally because the concessionaire’s revenue is directly related to facility performance, but the risk of monopolistic pricing is eliminated because the concessionaire’s revenue is not collected from the users of the facility. 

A2 Tolls Bad (Delays) 

Won’t happen -- the market will fix any delays. 

Block, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf, p. 15)//RI
Another common objection to private roads is the spectre of having to halt every few feet and toss a coin into a toll box. This simply would not occur on the market. To see why not, imagine a commercial golf course operating on a similar procedure: forc- ing the golfers to wait in line at every hole, or demanding pay- ment every time they took a swipe at the ball. It is easy to see what would happen to the cretinous management of such an enterprise: it would very rapidly lose customers and go broke. If roads were privately owned, the same process would occur. Any road with say, five hundred toll booths per mile, would be avoided like the plague by customers, who would happily patronize a road with fewer obstructions, even at a higher money cost per mile. This would be a classical case of economies of scale, where it would pay entrepreneurs to buy the toll collection rights from the millions of holders, in order to rationalize the system into one in which fewer toll gates blocked the roads. Streets that could be so organized would prosper as thoroughfares; others would not. So even if the system somehow began in this patch- work manner, market forces would come to bear, mitigating the extreme inefficiency.

A2 Tolls Bad (Public Backlash) 

Polls prove -- public prefers tolls to federal solutions. 

Rouhani, 9 – PhD candidate Civil and Environmental Engineering Department @ UC Davis (Omid, “SUSTAINABLE TRANSPORTATION AN INTERNATIONAL PERSPECTIVE”,  Projections, Volume 9, MIT Journal of Planning, http://web.mit.edu/dusp/dusp_extension_unsec/projections/issue_9/issue_9_rouhani.pdf) //RI 
However, publicly owned roads are strongly accepted goods. The hardest part of implementing this policy is the essential change in people’s view about the ownership. People might resist this change (Philadelphia Business Journal, 2007) not only because they prefer their stable conditions and are afraid of changes, but also because they are afraid of being worse off with the introduction of new charges. The equity issues around toll pricing can exacerbate the situation. Nevertheless, opinion surveys showed that people favor tolled express lanes against a gas tax increase (Samuel, 2005). People’s satisfaction is the key for the success of the policy. This can be addressed by a Christmas Tree legislation; all should benefit from the policy (Christmas Tree Bill); CBCP in section 11.
More ev -- the public likes that it’s a more effective cost recovery mechanism. 

SCRIBNER 10-Policy analyst, Competitive Enterprise Institute (MARC,
“The Private Provision of Surface Transportation Infrastructure in the United States”, CEI, April 20, http://www.openmarket.org/2010/04/20/the-private-provision-of-surface-transportation-infrastructure-in-the-united-states/)//EL
Private sector involvement in surface transportation infrastructure is not new. Public and private turnpikes—roads that require the payment of a toll for passage—have existed for hundreds, if not thousands, of years. In the United States, turnpikes enjoyed limited success in the 18th century into the 19th century, before being virtually eliminated at the beginning of the 20th century. Renewed interest in tolls occurred just prior to the Second World War and continued until the passage of the National Interstate and Defense Highways Act in 1956. Only in the last couple decades have toll roads again become politically palatable, with many taxpayers now preferring tolls to increases in fuel taxes as means to fund road construction and upkeep. This is important not only in terms of getting road financing right, but also because tolls are the most efficient cost recovery mechanism for private firms. Private roads serving residential areas have also enjoyed limited historical and contemporary success in the U.S. These are typically financed and managed by local property developers and owners’ associations, many of which allow public traffic. The advantage of these private roads is that investment and use decisions are made in close consult with the affected stakeholders (i.e., adjacent property owners). Roads controlled by private developers and owners’ associations can accommodate owners’ preferences which may be at odds with one-size-fits-all government regulation, such as preferences for narrower roads and smaller building setbacks. During the 19th century, private streets were famously constructed in St. Louis. The so-called “private-place model” was successful for several decades, until new city ordinances granted the city the exclusive right to install and maintain “sewers, sewer inlets, water mains, gas mains, underground conduits for electric wires, fire plugs, lamp posts and other conveniences.” Essentially, owners of private streets lost the ability to control their properties, and many gave up and lobbied the city to take over ownership and management. But with the recent rise ofcommon interest housing developments (often referred to as “gated communities” or “private communities”), private streets have been making a slow comeback as an important component of the overall transportation system. Private involvement in surface transportation was not limited to roads. Prior to the middle of the 20th century, passenger rail infrastructure in the United States—including track used for intercity service, commuter service, and urban mass transit—had been privately built, owned, and operated. New York City’s subway and commuter rail systems, Chicago’s El, and the nation’s cross-country intercity rail network were all owned and managed by private firms. The poor state of private mass rail transit following World War II was in part a consequence of the massive economic distortions and dislocations caused by the federal government’s annexation of industry to support its war economy. However, rail transit had been losing its market share for years following the first auto-driven suburban expansion after World War I. The street car industry, for example, was in a financial death spiral long before the outbreak of World War II. Unfortunately, these inefficient and unpopular (at least in terms of ridership) transit networks were put on government-funded life support for decades—or worse, continue to limp along to this day. Around the world and in the United States, private sector involvement in transit infrastructure has increased dramatically in recent years. While not all public-private partnerships are created equal—and those which promote private ownership of infrastructure in the long-run should certainly be preferred over those which merely lease public infrastructure to private managers—they should be seen as a step in the right direction.

It’s more popular than tax increase alternatives. 
DOT 8-(“AN UPDATE ON THE BURGEONING PRIVATE SECTOR ROLE IN U.S. HIGHWAY AND TRANSIT INFRASTRUCTURE” UNITED STATES DEPARTMENT OF TRANSPORTATION July 18, http://www.fhwa.dot.gov/reports/pppwave/ppp_innovation_wave.pdf)//EL

PPPs address concerns that fuel taxes are not a viable revenue source by substituting private capital and direct user fees for fuel tax revenue. Over the next few years, infusions of private capital can supplement efforts to shore up the uncertain balances of the Federal Highway Trust Fund so that transportation projects can be funded. Perhaps more importantly, private capital and direct user fees are not subject to the same political and market forces that are expected to deteriorate the value of fuel taxes over the next several years. Political and public sentiment increasingly supports the use of tolls and other direct user fees rather than fuel taxes. A May 2007 report from the Reason Foundation reported that polls conducted around the United States clearly demonstrate that a majority find it preferable and more fair to fund transportation with tolls rather than with increases in fuel taxes. 128 For example, a recent survey conducted by the American Automobile Association found that more than half of the respondents favor tolls while only 21 percent favor fuel taxes. As questions about the short­ and long­term viability of fuel taxes intensify, private capital and direct user fees are proving to be advantageous alternatives.

A2 Perm
Perm fails -- government involvement hurts improvements, grinds projects to a halt. 
Block et al, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf)//RI **Gordon Tullock–Retired Professor of Law and Economics at the George Mason University School of Law, PhD in Economics @ U Chicago, one of the founding figures in public choice theory
QUESTION: Will there be a role for government in “urging” private property owners to sell their land to road construction companies? Building a large highway, for example, can be a daunting task. If property owners hold out and refuse to sell their property to a road company, the whole project could grind to a halt. Can government step in and encourage the sale—much the same as with the railroads of the 1800s using the government right of eminent domain? WALTER BLOCK: Eminent domain is totally and completely inconsistent with free enterprise and libertarianism. It amounts to no more and no less than land theft. The whole point of my (and my son’s) debate with Gordon Tullock was on this issue. He said that private road ownership would be impossible without eminent domain laws (expropriation as it is called in Canada), and I (we) denied this. In a nutshell, our argument was that it is possible to burrow under holdouts’ property or bridge over it, without violating their property rights.2
Permutation fails -- the DOT kills any chance of full privatization. 

Block et al, 9 – PhD in economics from Columbia, Harold E. Wirth Endowed Chair in Economics at Loyola University (Walter, “Privatization of Roads and Highways”, Ludvig von Mises Institute, 2009, http://library.mises.org/books/Walter%20Block/The%20Privatization%20of%20Roads%20and%20Highways.pdf)//RI
QUESTION: In the United States, what bureaucratic encum- brances and agencies would stand in one’s way if they were to actually start a company that intended to purchase, own and con- trol all roads and streets in an entire state? WALTER BLOCK: Zoning authorities; bureaucrats in charge of land use; the Environmental Protection Agency; the Department of Transportation; the National Highway Traffic Safety Adminis- tration.
Politics NB 
The CPs popular -- provides political cover and prevents politicians from having to make tough decisions. 
Baxandall 09- Ph.D. senior Policy Analyst for Tax and Budget issues for U.S. PIRG( Phineas, “Private Roads, Public Costs The Facts About Toll Road Privatization and How to Protect the Public” U.S. PIRG Education Fund, Spring 2009 http://www.inthepublicinterest.org/sites/default/files/Private-Roads-Public-Costs-2009.pdf)//EL

Privatization of roads offers elected officials political benefits beyond the ability to avoid potentially unpopular tax increases to pay for transportation. In the short term, privatization promises a huge budget windfall, especially for privatization of existing roads, which creates budget slack and an ability to dedicate resources to other favored projects. New private roads offer special opportunities for credit-taking and ribbon cutting ceremonies. In either case, the long-term financial downside, particularly the loss of toll funds and rising toll rates paid by drivers, often is overshadowed by the short-term windfall. 25 For instance, the Indiana Toll Road deal used a 75-year lease to finance a 10-year transportation plan. Whatever structural budget shortfalls Indiana faced before the deal will return in the 11 th year , but the state will need to face these shortfalls without revenue from its toll road. Privatization may also be attractive to elected officials because it gives them political cover for toll hikes they fear will be unpopular. Potential investors claim that by outsourcing toll collection to a private company, drivers’ anger will not be directed at the politicians who authorized the toll hikes. Moody’s bond rating agency, after conceding that governments can generate these same upfront payments by borrowing against future toll collections without privatization, offers the counterpoint that, “If they pursue the option [without privatizing], governmental authorities must take responsibility for their own toll raising decisions, rather than distancing themselves from these decisions through a long-term concession to a private entity.” 26 Fitch bond rating service, similarly, lists as a merit of toll road privatization, the The Rise in Toll Road Privatization 13 ability to “distance government from toll increases.” The report explains that, “the political risk related to toll rate increases could be minimized by transferring the authority within an overall rate-setting framework to the private sector.” 27

