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Experience in Russia and Uzbekistan 
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Regional: Trucks 

City: Cars 

Regional: Freight 

City: Transit

1. Introduction: Two distinctive asset classes: Highway vs. Rail 
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Offsetting consequences of conflicting policies and investments: Car vs. Transit
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Quō Vādis: Infrastructure Investment 

What kind of city do people want? Is there a definitive investment mechanism to ensure we are 

investing in the kind of city we want to create?

Which investment will create the most return? What is the countermeasure to avoid investment offset? 

What [scale] of government spending are enough to achieve an intended outcome? vs. 

What is the [quality] of growth? Growth at what cost? Growth, but how long can it be sustained? 

“The investment solution needs to extract the maximum synergy between 

infrastructure investment and city/ regional development”

2.

3.

1.

“The solution shall help the economy to redirect resource for productive uses and 

precipitate in efficient allocation to the highest return activities at a much lower cost.”

“The solution shall ensure the most aggregated ESG return generating from the 

system optimal, not from the individual equilibrium.” 
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2. Define Question: The Collision of Cities and Cars and Vicious Circle 

Note: The vicious circle concept also applies to the freight rail to cargo truck diversion 
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The Solution: Managerial Strategy and Policy Governance l

Figure 2.2 

Interrelation between travel disutility and volume: Car vs. Transit 

Figure 2.3

Travel distribution between cars and transit
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Transportation policies for shifting the individual equilibrium point toward system optimum
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Comparison of Two Investment Schemes

Figure 2.5 

Negative consequence of ONLY investing in car-related infrastructure 

Figure 2.6

Positive return on investment: capital put into transit > car infrastructure
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Major transportation challenges in Turkish cities

High density minibus (dolmuşlari) occupied urban areas 

in Ankara

An overcapacity BRT in parallel with a congested highway

in İstanbul
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Consequences of busway conversion into a HOV roadway



12

Transportation challenges in Tashkent

Parking and traffic situation near the major Bazar Bus and high density minibus in Tashkent
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Bus route consolidation and coordination

Existing: Independent bus lines compete on the main street 

and various sections

Proposed: Trunk BRT or LRT with feeders –

balanced and synergistic value



Table 1. Policies toward car and transit modes and their impacts on intermodal balance

Policy Type Investment Mobility Modes and Policies 

Incentives 

Disincentives

High

Low or Negative

Increased

Decreased 

CI TI

TDCD

Legend for Policies

CI: Car Incentive

TI: Transit Incentive 

CD: Car Disincentive

TD: Transit Disincentive

Leads to balanced intermodal system

May not influence intermodal relations

Increases imbalance favoring car

Car Transit
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Source: https://ijglobal.com/articles/141846/uzbekistans-privatisation-programme
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3. Privatization vs. SOE: Mistakes and Lessons 
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Source: Turkish Privatization Authority, Sectors across manufacture, service, and energy



Source: OECD. Note: The FDI Regulatory Restrictiveness Index measures a country’s statutory restrictions on foreign direct  

investment in 22 economic sectors.

Turkish government openness and foreign direct investments (FDI)
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Advantages (A) and Disadvantages (D) of a single public transit agency compared to various private operators:

1. Goal-setting: Main goal is providing service, not achieving optimum profits.

2. Unification: Unifies different modes, fares, and network, providing an integrated, intermodal transit system.

3. Consolation: Economies of scale achieved by consolidation of lines, network, fleets, and management, not by market share or 

buyout other modes (e.g., U.S. Trolley movements in 1940-70s). 

4. Coverage: Profit sharing between lines allows coverage along less profitable lines.

5. Arms of government policy: Tighter coordination of government regulations and subsidies.

1. Negligence: Neglect financial performance due to subsidy lead to inefficiencies and deficits. The hazard of growth, profitability, 

and services (i.e. unprofitable routes). 

2. Union hijack: Labor unions may use monopolistic position to force excessively high wages or inefficient practices. In some states, 

legislatures revoked the prohibition of strikes against public transit agencies. 

3. Innovation: Lack of competition once eliminated, lack of motivation for innovation in service.

4. Poor trade-off: Larger regional agencies sometimes orient their attention to regional systems at the expense of local services, 

which are essential for urban and suburban neighborhoods. 
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Institutional governance of privatization 



Public Transport: regulated social service, not a free market system

• “Free Market” is the best mechanism to provide competition, economic efficiency, meeting the needs of 

customers, etc.

“Free Market” cannot be used when alternative/competing products/services have:

o Very different investment/operating cost ratios;

o Different sources and amounts of subsidies;

o Different positive and negative externalities;

o Different short- and long-term goals. Market is generally sensitive to quantitative short-term 

achievements; insensitive to long-term qualitative outcomes.

o All these limitations of free market exist in the interrelationship between city/regional development 

and infrastructure investment, particularly [freight rail vs. cargo] and [public transport vs. cars] 

competition.    
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1910

New York Region Commuter Rail & Waterfront Terminals, 1910. Penn Station and eight 
waterfront terminals provided many ways between Manhattan and New Jersey.

New York Region Commuter Rail, 2018. Penn station is the primary means of access 
between New Jersey and Manhattan.

2018

[Harvesting vs. free market]

Reduction of rail network and service between Manhattan and New Jersey in 1910 – 2018 
20

NYC privatization mistake and expense of public transport asset buyout



Regional Unified Network and The Bigger Apple 
- The Plan to Rebuild New York Regional Transit System
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4. Asset recycling program vs. Debt transfer scheme



Dialogue Box 

Government decision-maker (G): Five years from now, I won't be here! I need to show people how many 

metro lines and bridges are going to open during my tenure as soon as possible. Let's build them first and 

wait for the ridership to grow.

Consultant (C): Underutilized infrastructure assets would be a waste of investment. Do you have a way to 

boost the asset utilization rate?

G: No, we don't!

C: Would you like to have one?

G: Well, it sounds complicated. Why not simply focus on how many lines and new systems we can open 

during my five-year term?

Interpreting the motivation of the debt transfer scheme

What [scale] of government spending are enough to achieve an intended outcome? vs. 

What is the [quality] of growth? Growth at what cost? Growth, but how long can it be sustained? 

24
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5. Conclusion

Investment is a mean to accelerate growth, but growth itself is not the 

goal. The goal is to identify what kind of city/ regional do people want? 

Focus on maximizing synergy between infrastructure investment and 

city/ regional development

Investment mindset: Make the world in a better place (The incumbent) 

vs. Fool some people all of the time; Too busy to make $ (The barbarian) 

The investment solution is the combination of managerial strategy and 

policy governance with meticulous examination of Individual equilibrium 

(IE) vs. System optimal (SO)

Growth ≠ value creation. Differentiate infrastructure investment scheme 

[asset recycling vs. debt transfer] of return on scale vs. return on quality



Thank you! 


