
 

 

 

 

 

   

Public Evaluation of HSR, and 
Midwest Perspectives 

William O. Lipinski Symposium 
Northwestern University 
November 14, 2011 

www.midwest.chicagofedblogs.org/ 



Public Interest/Evaluation 
ÅPrivate marketτwhy not? 
ïSpillovers 
ÅEconomic Development (eminent domain etc. who else can do the 

big projects?) 
ïάbŜǘǿƻǊƪέ Ǝŀƛƴǎ όŎƻƴƴŜŎǘƛǾƛǘȅκŘŜƴǎƛǘȅύ 
ïNodal development  
ïάWƻō ŎǊŜŀǘƛƻƴέ ƳŀŎǊƻ-ŜŎƻƴƻƳƛŎ άŎƻǎǘƭŜǎǎ ǊŜǎƻǳǊŎŜǎέ 

Å9ƴǾƛǊƻƴƳŜƴǘ όƳŀǊƪŜǘ ǇǊƛŎŜǎ ŘƻƴΩǘ ǊŜŦƭŜŎǘ ǘƘŜǎŜ Ŏƻǎǘǎ ŀƴŘ ōŜƴŜŦƛǘǎύ 

ÅBut let the public buyer beware 
ïMeasurement far from perfect 
ïStudies often neglect alternatives (opportunity cost) 
ïCost efficiencies hard to achieve 
ÅOperational costs of public systems (sticker price and productivity) 
ÅOut-sourcing not free from difficulties ( e.g. station location) 
ÅwŀƛǎƛƴƎ ǊŜǾŜƴǳŜǎ άŎƻǎǘƭȅέ όƴƻǘ ŘƻƭƭŀǊ ŦƻǊ ŘƻƭƭŀǊύ 

ïIncentive effects 
ïTransaction costs 
ïMoney sticks where it hits? (zero-based budgeting, not) 

 



Public Interest/Evaluation 
ÅPrivate marketτwhy not? 
ïSpillovers 
ÅEconomic Development (eminent domain etc. who else 

can do the big projects?) 
ïάbŜǘǿƻǊƪέ Ǝŀƛƴǎ όŎƻƴƴŜŎǘƛǾƛǘȅκŘŜƴǎƛǘȅύ 

ïάWƻō ŎǊŜŀǘƛƻƴέ ƳŀŎǊƻ-ŜŎƻƴƻƳƛŎ άŎƻǎǘƭŜǎǎ ǊŜǎƻǳǊŎŜǎέ 

ÅEnvironment/safety όƳŀǊƪŜǘ ǇǊƛŎŜǎ ŘƻƴΩǘ ǊŜŦƭŜŎǘ ǘƘŜǎŜ 
costs and benefits) 
ï9ƳōŜŘŘƛƴƎ ǎǳŎƘ ōŜƴŜŦƛǘǎ ƴƻǘ ŀ άǎǳǊƎƛŎŀƭ ƛƴǎǘǊǳƳŜƴǘέ ōǳǘ ŀ 

meat-ax 

» Carbon tax/trading system preferred, Americans like 
their taxes hidden (e.g. CAFÉ)? E.g. Energy gains depend 
on ridership/capacity being attained 

ï/hн ŀ άƎƭƻōŀƭ ǇƻƭƭǳǘŀƴǘέΧΦΦ Lǘǎ ȅƻǳǊ Ŏŀƭƭ ƻƴ ƭƻŎŀƭ ǎǳōǎƛŘȅ ό/ŀƭΦ 
Vs. Ohio/Wisconsin) 

 



Public Interest/Evaluation 
ÅBut let the public buyer beware 

ïMeasurement far from perfect 

Årisk is not at a premium right now? 
ïPublic attitude toward risk and public risk is strange perhaps, 

especially in the Midwest 

 



Federal debt long term projections are 
worrisome 

Source:  U.S. Congressional Budget Office, August, 2011. 



The widely-used measureτstate and local long- 
and short-term debt as share of GDP (GSP) 
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State debt plus pension and OPEB liabilities 
as a percent of GSP (2007) 
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Public Interest/Evaluation 

ÅBut let the public buyer bewareΧ 9ǾŜƴ ƛŦ ǘƘŜ .κ/ 
Ǌŀǘƛƻ ƭƻƻƪǎ ŦŀǾƻǊŀōƭŜΧΦƛǎ ƛǘ ǘƘŜ ōŜǎǘ ŀƭǘŜǊƴŀǘƛǾŜΚ 
ïMeasurement far from perfect 
ïStudies often neglect alternatives (opportunity cost) 
ÅDo we need other stuff more?  (Infrastructure bank 

evaluation) 
ï/ŀƭƛŦƻǊƴƛŀ I{w ŀǎǎǳƳŜǎ ƴƻ ƻǘƘŜǊ ŀƭǘŜǊƴŀǘƛǾŜΧhƘƛƻ ŀƴŘ L[ hΩIŀǊŜ 
ƘŀǾŜ ǳǎŜŘ ǎƛƳƛƭŀǊ ŀƴŀƭȅǎƛǎΤ ŀƴŘ ǎƻΧΦ 

Å(De)-Congestion is a legitimate benefit as a spillover with 
subsidy 
ïIF driving/flying are mis-pricedέ ƻǊ άǳƴŘŜǊǇǊƛŎŜŘέΣ  then it is 

efficient to under-price  (subsidize) the alternative (and count the 
decongestion as benefit) 
ïBut if we are evaluating capacity addition 

»   more roads/airfield better?  
»  or more air travel capacity (Next Gen) 
» or actual tolling of roads? 



Decongestion benefits 





Public Interest/Evaluation 
ÅPrivate marketτwhy not? 
ïSpillovers 
ÅEconomic Development (eminent domain etc. who else can do the 

big projectsΚύ άWƻō ŎǊŜŀǘƛƻƴέ ƳŀŎǊƻ-ŜŎƻƴƻƳƛŎ άŎƻǎǘƭŜǎǎ ǊŜǎƻǳǊŎŜǎέ 
ïJob gains/benefits 
ïNodal development 
ïProductivity/network gains  

Å9ƴǾƛǊƻƴƳŜƴǘ όƳŀǊƪŜǘ ǇǊƛŎŜǎ ŘƻƴΩǘ ǊŜŦƭŜŎǘ ǘƘŜǎŜ Ŏƻǎǘǎ ŀƴŘ ōŜƴŜŦƛǘǎ) 

ÅBut let the public buyer beware 
ïMeasurement far from perfect 
ïStudies often neglect alternatives (opportunity cost) 
ïCost efficiencies hard to achieve 
ÅOperational costs of public systems (sticker price and productivity) 
ÅOut-sourcing not free from difficulties ( e.g. station location) 
ÅwŀƛǎƛƴƎ ǊŜǾŜƴǳŜǎ άŎƻǎǘƭȅέ όƴƻǘ ŘƻƭƭŀǊ ŦƻǊ ŘƻƭƭŀǊύ 

ïIncentive effects 
ïTransaction costs 
ïMoney sticks where it hits? (zero-based budgeting, not) 

 



Employment benefits of HSR:  
άbƻΣ ŎŀǎƘΣ ƴƻ ƘƻǇŜΣ ƴƻ ƧƻōǎέΚ 



Public Interest/Evaluation 
ÅάWƻō /ǊŜŀǘƛƻƴέ  The Key is to distinguish  (Benefit 

/Cost  vs. Impact Analysis; gross v. net) 
ïLocal multipliers and hiring of unemployed can be 

sizable 

ï but from local perspective, in-migration large for 
skilled jobs 

ïAnd crowding out (hiring those who are otherwise 
employed)  

ïFrom macro-economic perspective, re-employment is 
indeed desirable during long down-turns 
Å¢ƘƻǳƎƘ ǘƛƳƛƴƎ ƛǎ ǘǊƛŎƪȅ όάǎƘƻǾŜƭ-ǊŜŀŘȅέύ 

ÅShould benefits be considered at all unless one is comparing 
alternative projects with employment? 

          

 



Nodal development 

ÅLand value increments can be largely 
ǇŜŎǳƴƛŀǊȅΧΦƻƴŜ ŀǘ ŜȄǇŜƴǎŜ ƻŦ ŀƴƻǘƘŜǊ 

ÅhƴŜ ŀƭǎƻ ƴŜŜŘǎ ǘƻ ŀǾƻƛŘ ŘƻǳōƭŜ ŎƻǳƴǘƛƴƎΧŜΦƎΦ 
increment in land values reflects high air 
quality of a project (only one should be 
counted, or partial counting at best). 

ïAre nodal land price increases already counted in 
άǿƛƭƭƛƴƎƴŜǎǎ ǘƻ Ǉŀȅέ ŦƻǊ ǘǊŀƛƴ ǘƛŎƪŜǘǎΚ 

 



άtǊƻŘǳŎǘƛǾƛǘȅέ ŀǎ benefit: 
Can we engineer density with HSR? 

(Benefits from density, labor matching and specialization, face-to-face idea generation and learning etc. 

e.g. Glaeser & Mare; Carlino 

Productivity 
-- labor matching 
-- specialization of function 
-- idea generation/learning 
-- άƴŜǿ ƳŀǊƪŜǘǎέ όtŜŎǳƴƛŀǊȅΚύ 
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North America --handling 
over 3,300 flights per day 
 

�ƒWithin a 4-hour flight to 
all major North American 
destinations �± 139 
nonstop domestic routes 
 

�ƒNonstop global gateway 
to 43 international 
business capitals 
 

 

Global Reach 

In  the past: Clusters have been furthered through 
transportation: (at least from local perspective) 
hΩIŀǊŜ ŀƴŘ ƻǘƘŜǊ άƘƻƳŜ Ǌǳƴǎέ ŦƻǊ Chicago in prof. services and financeτwhat are the next ones to be? 

Source: World Business Chicago. 


