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1.0 INTRODUCTION

1.0 INTRODUCTION
1.1 PROBLEM STATEMENT
When the Port Authority of New York and New Jersey
(henceforth the “Port Authority” or “the Agency”) was
formed in 1921, its original goals were somewhat vague.
The 1921 compact mentions operating government
programs according to “rational-legal values,” with a
primary focus on transportation efficiency. The aim was
to promote improved conduct of the commerce passing
through the port of New York, to develop transportation
and terminal facilities, and to ensure economical and
expeditious handling of commerce.1
The Authority’s vague mission was intentional; it allowed
the agency flexibility in how it approached the development of New York and New Jersey. The Executive Director’s Letter in the 1984 Annual Report helps explain: “It
is central to the genius of the Port Authority that it is
so constituted that each generation of leadership can
rethink and reshape the Port Authority’s mission.”2
In the early days, such ambiguity worked well for the
Agency’s well-intentioned, ambitious leadership. Since
those days, we believe that the Port Authority has gone
astray. The agency has lost its focus; politics and scandal
have bored their way into the organization, it has insufficiently planned to meet the infrastructure needs of the
region, and its financial position has increasingly relied
upon user fees from underinvested and inefficientlyoperated assets.

•• An increasing reliance on a financing structure that
is ill-equipped and unable to meet the infrastructure
needs of the region in the immediate and long-terms.
Our team has conducted an investigation of the benefits
and drawbacks of the status quo at the Port Authority.
In judging what would constitute an improvement, we
considered financial alongside non-financial characteristics of good performance such as quality of service and
public service objectives. We were mindful of both the
opportunities and constraints that face the organization.
Further, we evaluated the Port Authority’s governance
model and portfolio of assets against those of comparable public agencies internationally and in the US.
In the pages that follow, we assess the Port Authority in its current state. We are particularly critical of the
agency’s governance and operational structures. We
believe our suggestions can benefit the New York - New
Jersey region’s ability to deliver improvements in both:
•• Daily operations, system maintenance, and new
investments; and,
•• Long-term regional infrastructure planning.

Specifically, this report attempts to address the following manifold failures of the Port Authority:
•• Overt political interference in decision-making
processes coupled with a failure to adequately
represent the needs of those in the Port District that
depend upon it;
•• Drift from its critical role in leading to the failure of
planning and investing in the region’s transportationnetwork, as evidenced by the lack of a long term
vision of capital planning and investment; and
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1.2 EXECUTIVE SUMMARY
In 2015, the New York metropolitan region was responsible for over $1.5 trillion in economic activity, employing 4.3 million people in New York City alone. Its ports
moved 36.7 million metric tons of cargo, serving over 23
million consumers. Over 122 million passengers traveled
through its airports. In order to ensure that the region
continues to grow and prosper economically, public
infrastructure must keep pace. The need for an organization to coordinate and construct this infrastructure in a
region so economically integrated is clear.
The Port Authority of New York and New Jersey, founded
in 1921, was an organization created to meet these
challenges. Financially independent, the Port Authority
thrived and was successful in coordinating infrastructure
projects throughout its jurisdiction. Major projects such
as the Holland Tunnel, the Goethals, Bayonne and George
Washington bridges were all completed within 10 years
of its founding. Shortly thereafter, the Port Authority expanded its portfolio to airports, seaports, bus terminals,
and a commuter rail line. For years, the Port Authority
stood as a model of both ambition and success.
In recent times, however, the Port Authority’s ability to plan, deliver and maintain infrastructure to drive
economic growth has eroded. Scandal and operational
inefficiency have infiltrated its once solid reputation. In
particular, the organization today is hamstrung in carrying out its mission by a suite of issues:
•• Political Interference: The Port Authority’s mission
to plan, construct and operate bi-state infrastructure
assets is continually interrupted by political actors
from both New York and New Jersey. This interference
means that important projects, rather than being independent decisions by the Port Authority, are a means
of carrying out political priorities, many of which are
unrelated to infrastructure. Furthermore, the appointment process, rife with political considerations, has
resulted in not only the lack of an effective counterbalance against gubernatorial advances, but also a Board
that no longer effectively represents the Port District.
Examples of this political interference include the
politically-motivated closure of lanes on the George
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Washington Bridge in 2013, the very public dispute
between Governor Cuomo and Port Authority Board
Chairman John Degnan over the new Port Authority
Bus Terminal, and the takeover of Atlantic City International Airport despite being 50 miles outside the Port
District. This political interference continues to erode
the organizational culture and reputation.
•• Lack of long-term vision: In recent years, the Port
Authority has struggled to build and maintain an
infrastructure network that keeps pace with the economic growth of the region. Instead, it has become
increasingly focused on operational concerns and
preserving the viability of cross-subsidy among its
assets. This results in a defeating cycle of continued
underinvestment in already underinvested assets, as
is the case with all of its airports, as well as the Port
Authority Bus Terminal. This short-term cross-subsidy
model also removes the incentive for business lines to
operate efficiently.
•• Insufficient financing tools: The extraordinary cost
of large infrastructure projects, combined with the
already great investment demands of the current Port
Authority asset portfolio, means that the agency’s
traditional user-fee financing structure has reached its
limit. Vital - and economically generative - infrastructure projects are being forgone. The result is a Port
Authority that depends upon state and federal funding to complete these projects, opening itself up to
political interference. It also means the Port Authority
has fallen short of required investment needed for the
region’s economy to grow. Even under conservative
assumptions, this shortfall is nearly $20 billion.

RECOMMENDATIONS
This report is not the first attempt to identify the issues
facing the Port Authority and make meaningful reform
proposals. The Port Authority’s Special Panel Report of
2014 makes an admirable effort in this regard. In the end,
however, many of the report’s recommendations were
never fully implemented.
This report argues that with the infrastructure needs
of the region so great both in the immediate and longterms, and the Port Authority’s inability to meet these
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needs, sweeping reforms that go beyond Special Panel
Report will be necessary for the agency to complete its
mission. This report categorizes reform recommendations in three areas in order to address the above concerns: governance, operational structure, and finance.

Bus Station make use of public-private partnerships.
Carefully-selected partnerships with private organizations are attractive because they promote expertise
and efficiency in operations where politically-driven
mission-creep has otherwise increased costs.

GOVERNANCE
In response to political interference concerns, we recommend that the current structure of the Board of Commissioners be abandoned. In particular, we recommend
that the Board of Commissioners be composed of nine
directly-elected commissioners representing new jurisdictions within the Port District, alongside five appointed
officials from New York City, and the states of New York
and New Jersey. Commissioners will serve staggered four
year terms, capped at a maximum of two terms. Under
this governance structure, the Board of Commissioners
would be accountable to the citizens of the Port District,
rather than the governors.

•• Subsidiary Entities and Private Operators: Under an
arrangement with a subsidiary entity or a private operator, the Port Authority could promote operational
efficiency by setting operational targets. For instance,
the Port Authority could set a cap on an operational
subsidy with a private operator of PATH, placing an
incentive for a private operator to find more efficient
ways to run the system. At the same time, the Board
would delegate most day-to-day operating decisions
to the operator, freeing itself to focus more on longterm planning and strategy.

In addition to this transformation of the Board structure,
this report, like the Special Panel Report, recommends
that the Port Authority hire an independent CEO, inheriting all the responsibilities of the current Executive
Director. Rather than being appointed by the Governor
of New York, this position would be chosen by the Board,
shielding operations from direct political interference.
Finally, we propose an elimination of the governor’s
ability to veto board decisions. A directly elected board
eliminates the need for a governor’s veto as a representation of the state’s constituents, since citizens’ interests are
present on this board via direct representation. Furthermore, under this structure, the Governors have a voice on
the board through their appointment.
OPERATIONAL STRUCTURE
We stop short of recommending a break-up or full privatization, seeking to salvage the Agency and retain it for
the public good. With an eye on refocusing the Board’s
priorities on long-term capital planning and financing, as
well as enhancing the efficiency of operations, we recommend that the Port Authority bring new transparency
and scrutiny to the operation of each business line:
•• Public Private Partnerships: Currently, the Goethals
Bridge rehabilitation and George Washington Bridge
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Under the same objective, we propose the Board delegate all major operational decisions to a CEO. The Board
would develop overall strategic direction and policy
for the Port Authority. The CEO, in turn, would become
responsible for executing projects, delivering services,
and maintaining and modernizing assets. A table of the
sharing of responsibilities is below:
TABLE 1: CEO/BOARD SPLIT RESPONSIBILITIES
BOARD OF COMMISSIONERS

CEO

Set organizational priorities and
adopt strategic plans

Manage Operations

Approve capital plans, including
establishing baselines for project
scope, schedule, and budget

Manage maintenance and
modernization

Adopt budget

Submit budget proposals,
weigh in on Board budget
deliberations

Approve major contracts

Solicit and negotiate contracts

Appoint, remove, and determine
compensation for CEO

Hire personnel

Establish service standards

Respond to customer service
demands

Approve fare structures, i.e.
formula or schedule, and identify
ballot measures to raise funding
through voter approved taxes

Propose and implement
changes in fares

Conduct oversight

Publish regular reports on
operations, maintenance, and
modernization projects
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Finally, we propose a revision of the Port Authority’s
mission statement in the hopes of refocusing the agency
away from economic development projects, which have
been prone to political interference, towards efficiently
moving people and goods throughout the region. The
new mission statement would read as follows:
“The Port Authority’s mission is to meet the critical transportation infrastructure needs of the bi-state region’s
businesses, residents, and visitors: providing the highest
quality, most efficient transportation and port commerce
facilities and services that move people and goods within
the bi-state region.”
FINANCE
The Port Authority faces two financing concerns. First,
the infrastructure needs of the region are immense and
expensive. Even assuming that the Port Authority will
be able to fund every item in its 2014-2023 Capital Plan,
there are an estimated $20 billion in projects that need
to be completed, presumably funded partially or fully by
the Port Authority. The current user-fee centered financing structure is unable to deliver such funds.
Second, the Port Authority’s ability to finance additional debt is shrinking. The Port Authority’s latest public
forecast predicts only moderate income growth, and
in recent years has bonded a growing share of its maximum debt capacity. Even if its operating income were to
improve via more efficient operations, we estimate that
additional bonding capacity would be insufficient to
meet the investment demands of the region.

As such, this report recommends that the Port Authority
be given new tools to raise money for capital projects.
The primary recommendation is that the Port Authority
be given the legal authority to use tax increment financing as a means to finance new projects. Our estimates
indicate that using TIF districts around NJ Transit stations
could help financing up to $10 billion of the Gateway
Program. TIF presents an upgrade from the current
financing structure because it allows the Port Authority
to capture value from new assets that it builds, in addition to the user fees that it currently collects. However,
we believe that the use of TIF is limited to certain projects
where the benefits of the project are narrower in scope.
We also believe that TIF alone cannot solve all the financing constraints of the agency.
To close this gap, we also recommend that the Port
Authority explore the use of a general taxation tool, be
it sales, property or income tax to finance new projects.
Because the benefits of the Port Authority’s projects are
so diffuse, general taxation is a blunt but effective tool to
capture these benefits. Moreover, the potential financing
capacity from this tool is immense, as recent sales tax
referenda for transit in Seattle and Los Angeles indicate.
However, we propose that any general taxation revenues
be earmarked for specific projects or capital plan. This
system prevents taxation revenue from being used as a
general fund. It also forces the Port Authority to create
detailed and realistic capital plans, as voters will demand
such transparency if they choose to give the agency taxing authority.

FIGURE 1: CAPITAL EXPENDITURE NEEDS 2014-2023
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2.0 GOVERNANCE REFORMS
2.1 KEY RECOMMENDATIONS
In order to transform the Board of Commissioners into
a representative, responsible, and responsive body to
guide the Port Authority, we recommend the following:
•• Making the Board accountable to those whom
they should serve: Direct elections for Commissioners from districts created within the Agency’s Port
District. Only a minority of Commissioners will serve
at the appointment of political office-holders.
•• Empowering a CEO and electing a Board Chair: A
CEO with clearly defined roles and responsibilities
should lead the organization’s day-to-day operations.
The position of board chair should be an office
elected by serving members of the board.
•• Modifying Board mechanics: Shorter, staggered
terms and a complete elimination of governor veto
power will allow the Board to run more effectively.

2.2 THE NEED FOR
GOVERNANCE REFORMS
POLITICAL INTERFERENCE
When it was founded in 1921, the Port Authority faced
a difficult task. It was charged with planning, financing,
building, and operating major infrastructure assets that
would benefit citizens of both New York and New Jersey.
Shared or coordinated infrastructure projects could be
beneficial to both states, and therefore, should be taken
on the basis of cooperation, rather than competition;
free from excessive, direct influence of either state. An
independent Board of Commissioners, crafted from a
compromise of gubernatorial appointees, was designed
to reflect this goal. Indeed, for decades, the Port Authority achieved this objective, especially during the Austin
Tobin era, building or taking on new assets to achieve
its mission of New York and New Jersey transportation
and economic development. Over the years, this political
independence has deteriorated and it severely hampers
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the ability of the Port Authority to be an effective organization.
We believe the problems with political interference, particularly from the governors of both states, presents two
major problems. It stifles the ability of the Port Authority
to plan and construct long-term capital projects and it
wounds public trust in the organization.
Increasingly, the Board of Commissioners has transformed from an independent body to a rubber stamp
of gubernatorial objectives. As such, long-term capital
priorities for the Port Authority are in danger of being
usurped or canceled at the whims of each governor.
Nowhere is this clearer than in the case of the decadesplanned Access to the Region’s Core project, a bi-state
priority which was cancelled by Governor Chris Christie
in favor of redirecting resources to the Pulaski Skyway
because of a funding shortfall in the New Jersey transportation trust fund.3
This political interference not only affects the Port Authority’s ability to undertake important projects but also
trickles down into the organizational culture. The result
of years of political interference impeding projects is a
weak capital planning process subject to changes every
few years. For instance, after publishing a supposed tenyear capital plan in 2014, the Port Authority, at the very
public insistence of Governor Cuomo (among others),
scrapped the existing capital plan in favor of a new one
that would include a new Port Authority Bus Terminal,
even in light of serious funding gaps.4 This lack of construction and planning, at least in part, explains why
the Port Authority increasingly relies on underinvested
assets for financing and operations.
The shortage of planning and construction plays a role
in the second major problem with political interference:
reputational harm to the organization. Political interference has played a major role in dismantling the credibility of an agency once seen to serve the interests of the
public. First, political interference has meant that even

pag e

|

8

2.0 GOVERNANCE REFORMS

when the Port Authority does manage to construct new
projects, it has done so very inefficiently, as seen with the
current World Trade Center Transportation Hub, where
costs skyrocketed mostly as a result of political considerations.5 Secondly, public scandals have shaken public
trust in the organization, as a direct result of political
meddling. The closing of lanes on the George Washington Bridge or the indictment of former Chairman David
Samson, a close confidant of Governor Christie, bear
out this point. The result is that the Port Authority is no
longer trusted by the people to carry out much-needed
infrastructure projects.

members are male and 76% of board members are white.
This is a group of mostly-white, mostly middle-aged,
well-educated men. The Port Authority’s Board of Commissioners is strikingly similar to this national average.
Among the 10 current board members, all are men, and
all are white. Throughout the Port Authority’s history,
the story has been consistent.8 This is striking in a region
with a balanced gender population and substantially
more racial diversity than most of the country: New York
City, Hudson County, and Essex County are 45%, 43%,
and 54% white, respectively. This is, of course, just one of
many demographic lenses.

LACK OF PUBLIC REPRESENTATION IN
THE PORT DISTRICT

Whether or not the current structure leads to unequal
business decisions at the Board level is unclear. However,
what is clear is that, under the current structure, the only
avenue for more diverse voices to be heard is through
public board meetings. There is currently no mechanism
in place that gives any decision-making power to these
voices, despite being more representative of the users of
Port Authority assets.

Through its current design and governance structure,
ostensibly the Port Authority is designed to provide for
indirect representation of citizens. The directly-elected
governors of both states appoint their respective commissioners. As the commissioners pursue, to varying degrees, each governor’s priorities, they in turn, represent
citizens of both states.
The reality of the situation is different. First, even if the
commissioners carried out the will of the governors completely, their decisions would be more representative of
the entire states of New York and New Jersey, as opposed
to the Port District, the area where the majority of the
benefits of the Port Authority’s assets accrue. As such,
the current board reflects interests living both within
and outside the Port District. As political interference
creeps increasingly into the decision-making process of
the Port Authority, unsurprisingly, the Port Authority has
become an organization used to satisfy interests outside
the Port District. Nowhere is this more reflective than the
acquisition of the unprofitable Atlantic City International
Airport, which occurred largely as an economic development ploy by Governor Christie despite being more than
50 miles away from the Port Authority’s district.6
Second, from a diversity perspective, the Port Authority
Board of Commissioners do not remotely reflect the users
of its assets. This is a concern across many transit agencies nationwide. A 2009 survey7 of 66 transit agencies
across the country revealed the striking homogeneity of
their board membership. In these agencies, 76% of board
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LACK OF AN INDEPENDENT CEO
Currently, the governor of New York appoints the Executive Director (“ED”) to run the day-to-day operations
while the governor of New Jersey appoints the chairman
of the Board , with the aim of ensuring that the interests
of both states are adequately represented.
This structure has increasingly proven to be too susceptible to gubernatorial influence. With few formal
constraints on politicization, under pressure from activist governors seeking scarce funding for state political
projects, the role has devolved into a post to carry out
gubernatorial priorities. As a result, rather than focusing
on ensuring the efficiency of day-to-day operations, the
ED is more susceptible to directing the Port Authority
at the behest of the governors. Indeed, former Deputy
Executive Director Bill Baroni has been accused of carrying out various political directives from Governor
Christie ranging from the lane closures on the George
Washington Bridge to the $235 million purchase of an
army terminal near the Bayonne Bridge as a means of
providing financial assistance to the city. Neither of these
actions could comfortably be said to be congruent with
the core mission of the Agency.
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Moreover, the current structure risks the creation of
fragmented policies and diminished accountability. If the
ED and the Chairman are responsible for simply carrying
out gubernatorial directives, then the Port Authority risks
having conflicting strategies for building infrastructure in
the region should the governors differ in their priorities.
Furthermore, it diminishes accountability at the operations level. If a given project fails to bring the projected
benefits or runs over-budget, or an asset underperforms,
the Board has no recourse. This is because first, it would
be difficult to determine who is accountable and second,
the ED is just as responsible to the governors as he/she
is to the Board.

2.3 BOARD MEMBERSHIP AND
BY-LAWS
To make the Port Authority’s board run more efficiently
and to increase the public’s input, we propose:
Combination of elected and appointed officials: A
combination of publicly elected and appointed board
members will ensure a Board that is accountable to the
public and has expertise in planning and transportation.
Table 2 illustrates our vision.
In addition to shifting board accountability from the governors to the Port district constituency, public elections
increase the visibility of issues otherwise obscured from
public view; in this way, we believe that publicly elected
Board members will be more incentivized to respond to
public needs.
Introduction of non-voting board members: Non-voting
representatives, such as labor union representatives or
public advocates, would help bring a diverse perspective
to the Board and incentivize Board members to ensure
that the initiatives and policies they adopt better serve
the interests of those most affected by Port Authority
decisions. As an example, New York’s Metropolitan Transportation Authority (MTA), is comprised of seventeen
voting and six non-voting board members9 with the
non-voting members recommended by transport work
ers union and rail union members as well as the New York
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TABLE 2: CURRENT AND PROPOSED BOARD SEAT
ALLOCATION
New York

New Jersey

Current

Proposed

Gov. Appointment

Gov. Appointment

Gov. Appointment

Gov. Appointment

Gov. Appointment

NYC Mayor Appointment

Gov. Appointment

Election: Manhattan

Gov. Appointment

Election: Brooklyn

Gov. Appointment

Election: Queens

N/A

Election: Bronx/Staten
Island

Gov. Appointment

Gov. Appointment

Gov. Appointment

Gov. Appointment

Gov. Appointment

Election: Hudson County

Gov. Appointment

Election: Hudson County

Gov. Appointment

Election: Essex County

Gov. Appointment

Election: Essex County

N/A

Election: Bergen County

City Transit Riders Council.10 In this way, relevant parties
have a seat at the table to voice their opinions on issues
that impact those whom they represent. It is prudent to
establish clear roles for non-voting members and incorporate them into the agency’s bylaws.

ELECTIONS AND APPOINTMENTS
We propose a structure in which the states of New Jersey
and New York have equal elected representation and
the governors of each state have equivalent authority
to appoint commissioners, as shown in Table 3 on the
following page.
To the extent possible, we sought for Board members in
each state to represent similar population sizes. Though
the population of New York is larger than the population
of New Jersey, both states have a vested interest in the
Port Authority and their constituents should be equally
represented.
Northern New Jersey has been the source of the largest
increase in commuting to New York, with a 21 percent
increase in commuters to Manhattan during 2002-2009.
With higher levels of job creation in New York City
than in northern New Jersey, New Jersey residents are
becoming increasingly dependent on New York City for
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TABLE 3: PROPOSED BOARD SEAT ALLOCATION
Population11

Board Seats

Elected/Appointed

New York
Manhattan

1,644,518

1

Elected

Bronx/Staten
Island

1,930,002

1

Elected

Brooklyn

2,636,735

1

Elected

Queens

2,339,150

1

Elected

NYC Mayor

8,550,405

1

Self or Appointed

NYC Governor

19,795,791

2

Self and/or
Appointed

Hudson
County

674,836

2

Elected

Essex County

797,434

2

Elected

Bergen
County

938,506

1

Elected

NJ Governor

8,958,013

2

Self and/or
Appointed

New Jersey

jobs.12 In 2013, approximately 397,000 people commuted
daily from New Jersey to New York, and about 129,000
people commuted from New York to New Jersey.13 Furthermore, as New Yorkers take on more jobs in the outer
boroughs, Manhattan is growing reliant on commuters
from New Jersey to meet its demand for labor.14
Moreover, a Board with a majority New York representation would likely result in disproportionate programs
or decisions benefitting that State. Nevertheless, we
re-balance slightly to recognize New York City’s much
more populous constituency by offering an appointed
seat to the New York City Mayor. Collectively, we hope
that this structure balances interests while incentivizing
cooperation. Each constituency is large enough to entail
the relevance of a variety of issues, and we think that this
will encourage equitable Board member effort.
One common argument against directly elected boards is
that such boards will be overly focused upon short-term
goals and meeting constituents’ demands.15 While this
is certainly a risk, we believe the benefits substantially
outweigh any potential risks for a number of reasons:
•• Responsiveness is a benefit: We want for Port
Authority Board Members to be responsive to their
constituents needs. The current Board is responsive
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WHERE IT WORKS: PORTLAND, OR
Oregon Metro is an enlightening case study of a
publicly-elected transit board. The agency serves
1.5 million people across three counties, encompassing Portland, Oregon and 23 other cities. It was
the first directly elected regional government in
the country, coming about as an effort to provide
regional planning and coordination that would
manage growth, infrastructure and development
issues that crossed jurisdictional boundaries.17
The Metro Council is comprised of a president and
Metro Auditor, elected by the entire region and six
councilors who are elected every four years in nonpartisan races. The Metro Auditor is responsible for
oversight of Metro’s annual financial statements
and for conducting performance audits. A chief
operating officer is appointed by the council
members and is charged with carrying out council
policies and managing Metro operations.18
primarily to the interests of the governors and
publicly elected board members will be responsive to
those who directly elected them.
•• Allows for counter-balance: Repeated election
cycles will allow for the Port Authority to iterate
toward its ultimate goals. As such, occasional myopia
can be counter-balanced by different votes in future
elections. Similarly, direct appointments by governors
or the Mayor can help balance out other interests
already expressed on the board.
•• Represents long-term interests: Whatever the
short-term politics, directly elected boards tend to be
associated with more efficient public transit. A recent
study found, for instance, that while only around
17% of public transit boards in the US are publicly
elected, those agencies have significantly lower
operating costs per passenger trip.16 Additionally, an
elected board that is less susceptible to gubernatorial
influence can focus more on long-term objectives and
investment.
•• Better public representation: Having publicly
elected Board members increases the likelihood of
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bringing diverse perspectives into the Agency. If
residents of New York City, Hudson, Essex, and Bergen
counties can directly elect representatives, those
representatives are likely to more closely match the
demographic profiles of their constituents.

DIVERSITY AND INCLUSION
We contend that the underrepresentation of the region’s
diversity is inherently flawed and represents a missed
opportunity. Though the public elections will help address issues with representation, elections alone will just
be one step towards bringing diversity to the board. For
example, just 20% of the 114th Congress (serving today)
is female. Just 8.7% of that same Congress is AfricanAmerican (compared to 12% of the US population), while
7% is Hispanic or Latino American (compared to 16% of
the US population).
To remedy this, we propose that Port Authority Diversity
& Inclusion be taken up as a key policy interest of the
numerous existing bodies tasked with examining related
issues. For example, within the Port Authority, we believe
that the “Diversity & Inclusion” program should look not
only within but also upward. We believe that Governor
Cuomo’s Advisory Council on Diversity and Inclusion
should examine the Port Authority’s board and exert influence on the governor’s future appointments. Similarly,
this imbalance should be explored by Mayor De Blasio’s
Commission on Gender Equity. While such oversight will
not remedy the Board’s lack of balance overnight, we
believe that, coupled with direct elections, it will provide
a useful start.

SERVICE CRITERIA FOR
COMMISSIONERS
In elections across the U.S., there are generally no
academic or job-related selection criteria necessary for
public officials to run for office. Additionally, no other
publicly elected transit board in the U.S. places criteria
on elected board members. As such, we do not recommend having such selection criteria for the elected Board
seats. However, to ensure some expertise on the Board,
the politically appointed seats should have some criteria
attached to the appointments including:
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•• Ridership: Several transit organizations appoint or
elect at least one board member who must be a user
of public transit to represent riders and their needs.
Examples include the City of Montreal and the MTA.19
•• Experience: Appointed members should have a background in relevant fields including: transportation
finance, transportation planning, and governance.
•• Interest: A demonstrated interest in both transit
and public interaction will make for Board members
interested in advancing the agency’s goals in a way
that takes public interest into consideration.
•• Residency: Appointed members should reside in the
Port District to help ensure that they have a vested
interest in the decisions made by the Board.

2.4 BOARD CHAIR AND CHIEF
EXECUTIVE OFFICER
BOARD CHAIR
Per the by-laws, the Port Authority’s Board of Commissioners is directly tasked with electing its Chair. In
practice, however, this appointment has become the
responsibility of the New Jersey governor, and the Board
traditionally confirms his/her appointment. As we collectively remove political interference with the Board’s
operations, we also propose that the appointment of
the Board Chair become a politically neutral intra-Board
process. With the institution of a board-selected CEO (see
below), we also recommend introducing a non-political
Board Chair, elected by other members of the board.
This recommendation is quite similar to that of the 2014
Special Panel, with one distinct difference: we do not
believe that the position of Board Chair should alternate
between the two states.20
Instead, we suggest a practice similar to the process
employed by most of the Port Authority’s peers: the vast
majority have Board Chairs who serve 2 – 4 year terms
and are elected by other members of the board.21 This
format could serve to remove board leadership from one
geographic constituency and make room for selecting a
Chair based on expertise and experience which will help
steer the agency towards its mission.
At the first board meeting every two years, the Board
should elect its Chair through an internally-established
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voting procedure. Many private corporations adhere to a
majority vote standard in their internal Board elections.22
Board Chairs can be re-elected for up to two terms (i.e., 4
years of total service), in line with the recommendations
that the WMATA Governance Working Group recommended to its leadership.
The Board Chair’s responsibilities include overseeing
the work of the Board, liaising between the CEO and the
Board, and facilitating Board communication with external stakeholders, such as the media. The Board Chair
leads every Board meeting, puts items on the agenda,
and meets regularly with the CEO to ensure coordinated
strategy and execution, at a frequency to be determined
by the Board Chair and CEO as necessary. If the Board’s
Chair, or any Commissioner, is found guilty of violations
of fiduciary, professional, legal, or ethical obligations,
they will be removed from office per their respective
state’s laws.

CHIEF EXECUTIVE OFFICER
The Executive Director is too susceptible to political
influence to act in the best interest of the region, often
resulting in incoherent policies and diminished accountability.23 The direct appointment by the governor of New
York explicitly introduces politics into their leadership.
Instead of this politically-motivated structure, we believe
that the Port Authority’s Board should directly hire a
Chief Executive Officer (“CEO”) with relevant management expertise and planning expertise. The Board should
conduct a nationwide search for candidates, possibly
through open application (similar to Transport for London’s method of selecting Board members), and select
a CEO with at least 2/3 vote (10 votes in our proposed
structure) to ensure that a CEO who most aligns with and
can carry out the Board’s vision and goals is selected and
has strong support from the Board. The CEO would inherit all responsibilities and powers currently bestowed
upon the Executive Director, as stated in the by-laws. The
Special Panel Report similarly recommended that a CEO
position be created to consolidate the complex leadership structure into a single chain of command accountable to the Board of Commissioners.24
While we envision that an independent CEO would
inherit the responsibilities and powers of the Executive
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Director, the independence of the position is a critical
distinction that allows the CEO to remain insulated from
political interference and to have enough clout and credibility in the execution and management of projects. A
nationwide search for a CEO in good national standing
means that the Board and Governors could not so readily set aside the CEO’s views and that the CEO would be
more able to address longstanding issues, such as the
location of the Port Authority Bus Terminal, in an impartial manner.25
Furthermore, the creation of an independent CEO position streamlines the bureaucracy in which responsibility
and blame can be shuffled around in the absence of a
clear chain of accountability. As stated in the Special
Panel Report, a single chain of command is a best practice for ensuring accountability.26 Experts unanimously
agree that a Chief Executive Officer should be selected
by the Board for his or her professional expertise and
qualifications, rather than appointed by governors from
within their close circles.27
With an eye to facilitating the Board’s ability to focus on
strategy for the agency, the CEO will be responsible for
the administration, management, and operations, subject to the policy direction and oversight from the Board.
Vesting all powers of staff hiring in the CEO, with the
exception of a small number Board staff, will further insulate the Board from charges of handing out sinecures.
The Board should agree to place full confidence in the
abilities of the CEO to carry out his or her duties well, and
thereby refrain from and prevent governors from interfering in management decisions, unless otherwise consulted by the CEO. This clear division of responsibilities
increases the independence of the Board and the CEO
from the other, optimizes their comparative advantages,
and leads to better monitoring and oversight. It empowers the CEO to make the decisions he or she deems best
for efficiency and effectiveness, within his or her purview,
without worrying about interference from the Board,
including in the form of increased mandated reporting
that takes away from the CEO’s primary duties. This
understanding similarly enables the Board to focus on
strategy, without spending time trying to micromanage
the CEO. Mutual trust, and the Board’s role in preventing
gubernatorial interference and project delays, enhances
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the leadership’s ability to drive the agency forward as
efficiently as possible.
Cognizant of the role of political interference, we propose a structure that insulates the CEO from the threat
of losing his or her position due to politically unpopular
decisions and creates performance standards that
prioritize efficiency and effectiveness. Our hope is that
such a structure would create incentives for the CEO to
push for difficult but much needed reforms. Under this
structure, governors have no influence over the appointment or replacement of a CEO, except through their
Board appointments. CEOs cannot be removed unless
for violations of fiduciary, professional, legal, or ethical
obligations. (Under such circumstances, the Board can
remove CEOs by a 2/3 majority vote.) In addition, the
Board sets subjective and objective performance targets
at the start of each year, which they will use to evaluate
the CEO at the end of the year, and must decide the
repercussions of the formal evaluations, whether they be
tied to compensation, equity, etc.

2.5 TERMS, TERM LIMITS,
STAGGERING, AND PAY
For any board to be effective, appropriate checks and
balances are essential. Where appropriate, the board
should feel empowered to make substantive decisions
and shape an agency. Constraints on that power are just
as essential: the fundamental aim should be to prevent
the board from overstepping its bounds. In limiting the
purview of the Port Authority’s Board of Commissioners,
our proposal already institutes meaningful limitations
on the Board’s reach. Hopefully, we also empower the
Board to thrive in its areas of new focus (i.e., vision and
planning). We can further limit and enhance the board
through thoughtful rules regarding the specific mechanics of board membership. Our overarching interests are:
•• Ensuring accountability: Whether elected or
appointed, Port Authority Board Members should
be accountable to the people who pay for and use
the Agency’s services each day: to the PATH users,
bus riders, frequent flyers, and tenants who use Port
Authority facilities. There must be a mechanism
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WHERE IT WORKS: LONDON
Transport for London (TfL) is the result of a significant restructuring of London’s government in
1999 with the Greater London Authority Act, which
also created the new role of Mayor of London. TfL
oversees and is responsible for the majority of London’s transportation infrastructure. TfL provides a
useful comparison for the Port Authority. TfL holds
approximately 44.5 billion USD in long-term assets
(TfL Annual Report 2015, p. 142), comparable to
the approximately 53.8 billion USD in assets held
by the Port Authority (2016 Port Authority budget estimate, p. 11). Both bodies have transport
responsibility for large, global cities and hold a
heterogeneous portfolio of rail, road, maritime, real
estate, and other assets. The two do have significant
jurisdictional differences: The boundaries of TfL
overlay London, and TfL is the authority for almost
all public transit in London. The Port Authority, in
contrast, occupies a cross-jurisdictional boundary
and operates only a portion of the transit system
serving the Port District.
Clear Electoral Accountability. Responsibility for
Transport for London makes up one of the most
visible parts of the elected Mayor of London’s
responsibilities. Transport plays a prominent role
in mayoral campaigns and in the Mayor’s engagement with the public. The current Mayor, for
example, ran in part on a fare freeze. The previous
mayor introduced a bikeshare and introduced “cycling superhighways”, projects that remain closely
identified with him. TfL operates according to a
strategic vision articulated by the Mayor and the
board of TfL.

in place to ensure that these constituents can offer
feedback or shape board member action.
•• Limiting upheavals: At the same time, we want to
ensure that responsiveness is reasonable—board
members should respond to the concerns of
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constituents but should have some time and leeway
to accomplish their objectives. We do not want to
create a system in which changes to governance
happen too quickly or stymie operations.
To these ends, we have explored the mechanics of Board
operation. Based upon the best practices of private sector corporations and peer transportation authorities, the
areas of exploration and our ultimate conclusions are as
follows:

TERM LENGTH AND LIMITS
A recent Deloitte study of private sector boards indicates
that most members serve on a corporate board for 5 – 8
years.28 Nevertheless, a majority of companies also report
having board members who have been on the board for
over 13 years. The Port Authority’s board is quite similar:
terms are set at 6 years, and the current set of 10 serving
board members have been on the board for an average
of 5.5 years (median of 4 years). Two current members
(David Steiner and Raymond Pocino) have each served
for over 13 years.
Continuity of service can certainly be an asset—it can encourage long-term projects or lift board members’ focus
above topical politics or fads. It can also guarantee that
board members have an in-depth operational understanding of the organization. However, such long service
can also result in stagnation and stymie innovation. For
non-elected board members, such long service suggests
the persistence of a particular politics: it can only come
about through re-appointment by new executives who
agree with prior decision-making.
For these reasons, we propose instituting term limits for
Port Authority board members. First, we suggest that
board members serve 4-year terms—a long enough time
to implement substantial plans, but short enough to constrain power. For elected public transit boards, the length
of these proposed terms are fairly standard: other boards
with 4-year terms include NJ Transit, the Massachusetts
Bay Transit Authority (MBTA), Metropolitan Atlanta Rapid
Transit Authority (MARTA), LA Metro, and Bay Area Rapid
Transit (BART). Most other peer organizations have terms
no longer than 7 years.29
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In addition, we believe that Board members should be
authorized to serve no more than 2 terms (i.e., 8 years
total), which need not be consecutive. Our aim is to
encourage innovation and fresh perspectives without
encouraging excessive turnover. Though such term limits
are uncommon for transit agencies, we believe that the
evidence on corporate board effectiveness suggests that
similar constraints on board tenure would be fruitful in
this public sphere.

STAGGERED TERMS
Among American corporations, the last decade seems
to have brought on a shift away from staggering the
terms of board members. In 2005, for instance, about
57% of corporate boards staggered appointments, but
that number dropped to just 32% in 2014.30 Among
public transit agencies, staggered boards happen mostly
by happenstance: a new Executive comes to office and
appoints new members to certain seats, once able,
which results in effective staggering. BART and Denver’s
Regional Transportation Authority (RTA), through their
directly-elected boards, do have designed staggering.
Ultimately, the primary goal of staggering is to shield
board members from fluctuations (in markets, in political
sentiment, etc.) such that they can effectively institute
long-term projects. In fact, a 2015 Stanford University
corporate study of staggered boards at firms with some
clear operational threat (e.g., single suppliers of key
products, or monopsony) showed that “long-term operating performance is positively related to the use of
staggered boards.”31 Of course, the Port Authority is not a
private corporation, but the overarching aim remains the
same, and we believe that staggering the Port Authority’s Board can help protect the agency and empower the
board to more effectively carry out its long-term projects
and planning.
Taking into account our proposed election and appointment structure, we propose a staggering process.
In practice, this Board member selection process might
occur as depicted in Table 4 on the following page.
Gubernatorial and Mayoral appointments coincide with
new administrations, while Port Authority elections occur in the interim, allowing for constituents to push back
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TABLE 4: EXAMPLE OF BOARD MEMBER SELECTION
PROCESS
NJ Gov
2017

NY Gov

ELECTION

2018

NY Mayor

PA

PA

Appt.

Election

3

ELECTION

2

4

ELECTION
ELECTION

2019
2020
2021

ELECTION
ELECTION

2022

ELECTION
ELECTION

2023

5
3

ELECTION

2

4

2024
2025

ELECTION
ELECTION

2026

ELECTION
ELECTION

2027

5
3

ELECTION

2

4

2028
2029

ELECTION
ELECTION

ELECTION

5

on Executive appointments, if needed. Moreover, Board
elections can occur during presidential election years so
as to avoid the need for any special election logistics.

TIME COMMITMENT AND PAY
The vast majority of board positions—at corporations
and peer public transit agencies—are part-time, and we
believe that the Port Authority should be no different.
Our aim is to establish a Board responsible for high-level
strategy and decision-making, which does not require a
full-time commitment.
Compensation, partially tied to performance, is an
important part of creating intrinsic and extrinsic motivation for a Board to be actively engaged and invested in
the performance of the agency. It not only signals the
importance of and appreciation for the Board’s work, but
it also ties the performance of the agency to personal
incentives. Numerous studies have demonstrated that
pay-for-performance schemes in the public sector can
be effective when outputs are observable.32 However,
only 31% of public transit boards pay their board members some form of compensation.33 The salaries paid to
WMATA’s various board members is fairly representative
of the range of options among other peer organizations:
WMATA board members from D.C. are unpaid, those
from Virginia receive $50 per meeting, while those from
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Maryland receive $20,000 annually.34 Perhaps most
importantly, offering remuneration is critical to allowing
people from all economic backgrounds to serve on the
Board, making it possible for a diversity of voices to be
included in the agency’s decision-making process and
resulting in more inclusive policies. In this case, the Port
Authority’s outputs—from decisions to actual infrastructure—can certainly be monitored, and we believe that
a smart compensation structure can properly incentivize
the Board to work towards their plans and the Port Authority mission in general.
Exact compensation and structure is a matter for future
consideration, as compensation schemes (especially
for Board members and public sector employees) can
be quite complicated. The laws in New Jersey and New
York surrounding public sector compensation are also
somewhat murky and will require further scrutiny. Nevertheless, we believe this should be feasible.

2.6 ELIMINATION OF
GOVERNORS’ VETO
One central piece of the Port Authority’s current governance structure is the ability of the governors of New
York and New Jersey to veto Board decisions. Since this
veto power was authorized by the state legislatures in
1927, it has been a mechanism through which the governors exert control over the Board’s decisions.35 In fact, the
veto power emerged 6 years after the Port Compact as a
result of a bi-state fracas over bridge cabling.36 The veto
power seems mostly indirect: all Port Authority Board
decisions are subject to veto by both states’ governors,
and this limitation informs the Board’s actions. This veto
power allows either governor to withhold resources for a
particular project until the Board surrenders to his or her
demands for a project in their respective states, thereby
forcing the Board to allocate resources to the governors’
priority areas, or risk the governors vetoing the agency’s
own priority projects. For example, Governor Pataki’s
successful privatization of the World Trade Center after
many years was contingent on subsidizing New Jersey
Governor Christine Whitman’s priority project of expanding the cargo hub at the Elizabeth Marine Terminal.37 Explicit use of the veto appears to be uncommon, though
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no readily available record of vetoes seems to exist.38 In
fact, a 2016 Freedom of Information request for detail on
all governor vetoes since 2000 yielded no records made
of gubernatorial vetoes.39
For example, there has been a renewed push for a new
trans-Hudson tunnel in response to capacity constraints,
known as the Gateway Project. However, despite Gateway’s potential to increase trans-Hudson River capacity
by 100 percent, the creation of the Gateway Program
Development Corporation (GPDC) in November 2015 to
coordinate the project, and the Port Authority’s outlay of
$2.7 billion to support the tunnel construction, most of
the funding for the project has not been secured, and the
GPDC only had its first meeting in January 2017. In the
aftermath of the cancellation of the ARC project over the
division of funding between New York and New Jersey,
the project continues to stall over this same dilemma.40
Furthermore, if the GPDC is to be considered a subsidiary
of the Port Authority, it remains unclear the extent of
the governors’ veto power over GPDC decisions. Until
this question is resolved, the federal government is also
unlikely to fully commit to the arrangement.
Limited use notwithstanding, we believe that the governors’ vetoes should be eliminated. It is a political tool that
corrupts the Port Authority’s planning and implementation processes, and its existence is unnecessary for an
agency meant to be impartial—focused upon growth
and economics, not politics. For example, Governor Chris
Christie’s decision in October 2010 to cancel the Access
to the Region’s Core (ARC) project was a huge setback
for regional growth, given its significance for employment and commuting trends -- not to mention the loss
of countless hours and political capital, many economic
recovery funds, and millions of dollars already spent in
the years leading up to the project.41 While Governor
Christie was not in office when ARC was formulated and
planned, he succeeded in unilaterally destroying the
enormous progress on the project up until that point,
and sacrificing long-term regional growth for his own
short-term motivations, i.e. replenishing New Jersey’s
transportation trust fund without raising the gas tax.42,43

•• Citizens’ interests are well-represented: Equipped
with the legitimacy to represent its constituents
on their specific concerns about transit, a publicly
elected Board is protected from outside political
interference that has historically hindered its ability to
carry out its mission in an efficient and effective manner. The governors’ ability to veto Board decisions, one
might argue, was a mechanism through which either
governor could voice the concerns of constituents.
The Board, though appointed by the governors, has
never been a politically elected body, and this veto
serves as a political check on the Board’s power and
decision-making. Directly-elected seats make gubernatorial vetoes unnecessary, as our proposed Board
structure accounts for a diversity of voices.
•• The governors already have a voice: In our structure,
the governors of each State retain the ability to appoint two Board representatives. Such appointments
allow each Governor a mechanism for direct influence
upon the Port Authority’s decisions.
We recognize that dropping this political tool would be
an enormous challenge when doing so would almost
certainly require the approval of both governors. Nevertheless, we believe that eliminating this power is an
important requirement to remove the politics from the
Port Authority and get the organization back on track.

This is especially true in our proposed operational and
governance structure, in which:
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3.0 OPERATIONAL REFORMS
3.1 KEY RECOMMENDATIONS
We make the following structure and vision recommendations for the Port Authority:
•• Separate the Board from day-to-day operations.
Across private and public companies and nonprofit
organizations alike, the boards with the highest
impact invest substantial time and energy to understanding and developing the organization’s long-term
strategy.44
•• Grant greater operational autonomy to Port Authority divisions. At minimum, run the business lines with
well-defined and transparent performance targets.
Consider expanded use of public-private partnerships
as well as the use of subsidiary entities and private
operators.
•• Introduce a new, focused mission statement to
guide future capital plans and investments: “The
Port Authority’s mission is to meet the critical transportation infrastructure needs of the bi-state region’s
businesses, residents, and visitors: providing the
highest quality, most efficient transportation and port
commerce facilities and services that move people
and goods within the bi-state region.”

3.2 THE NEED FOR CLEAR
VISION AND STRUCTURAL
REFORM
POLITICAL INTERFERENCE
The Port Authority manages significant public assets that
have a great impact on the lives of residents of New York
and New Jersey, and it must be accountable to these
residents. This is currently achieved by granting sweeping powers to the people’s’ elected representatives: the
governors of each state. The governors appoint all 12
commissioners, select the Executive Director, and can
each veto any action of the Board.
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Several of the Port Authority’s recent high-level decisions
suggest that the Governors’ political priorities rather than
the needs of the Port District are the principal motivating
factor. Port Authority funds have been committed to assets outside of the Authority’s core mission – and outside
of the Port District – with little economic return. The 2016
capital plan continues to include expenditure on the
Pulaski Skyway, which would traditionally be seen as an
investment to be made by the New Jersey Transportation
Trust Fund. The Port Authority’s ostensible involvement
is partially to “foster economic activity, and improve
regional competitiveness.”45 Its scattered small-scale real
estate holdings throughout the Port District were often
pitched as economic development projects in areas
where the governor wanted to increase his or her support. This type of political horse trading at the expense
of focus on the Port Authority’s mission is pervasive; the
acquisition of the Atlantic City Airport and the $235 million purchase of land near the Bayonne Bridge bear this
point out. Indeed, even the development of the original
World Trade Center site in 1961 was granted to the Port
Authority only after the Port Authority agreed to take on
the unprofitable Hudson-Manhattan Railroad, a decision
that still costs the Port Authority some 56 years later $344 million dollars in 2015 alone (PATH).
In recent months, political gridlock has brought the
capital planning process to a halt. With a Board of Commissioners divided between and antagonistic across the
New York-New Jersey divide, major investments have become seen as preferential resource allocations to states
and have been blocked. Nowhere is this more apparent
than in the case of the Port Authority Bus Terminal.
Despite the end of useful life of this crucial asset approaching, essential planning for investment to replace
it remains frozen amid New York-New Jersey tension.46
Planning documents have shown that this state-to-state
division is explicit; items to be included are designated
as “New York,” “New Jersey,” or “Interstate” and Commissioners make sure each state has equal representation,
rather than focusing on the most pressing needs of the
greater region.
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In recent weeks, a proposal for unilateral reform legislation was floated in New York.47 Provisions of this proposal
included a new inspector-general for the New York activities of the agency and the novel ability for the New York
governor to remove his appointments unilaterally and
make recess appointments. The special session proposed
to take up this and other unrelated matters has not yet
been convened at the time of writing.48

INSUFFICIENT FOCUS ON LONG-TERM
VISION
The Port Authority as currently structured has proven
to be unable to engage in forward-looking long-term
planning that meets the region’s needs in a timely manner. For example, it has been clear for years that the Port
Authority Bus Terminal is in need of serious renovations
or replacement, but the Board has yet to finalize plans.
Similarly, the North River Tunnels under the Hudson
River are at serious risk of failing and crippling the region’s economy. That these issues have festered without
serious action shows the current Port Authority is unable
to properly balance short-term and long-term priorities.
The current structure of the Port Authority means that
major infrastructure projects will not be prioritized unless they are also prioritized by the respective governors.
As such, we believe this system has forced the Board
of Commissioners to focus inordinately on day-to-day
operations as opposed to long-term strategy and planning. Put another way, because the Board is cognizant
of the fact that their proposals will not gain traction
without gubernatorial approval, they have, in a sense,
delegated their long-term planning responsibilities to
the governors. Aside from approving capital plans and
funding for large projects, both of which are heavily
influenced by governors and other political actors, the
minutes of the Board reflect this operations-centric
focus; the December 8, 2016 meeting vacillated between
discussing larger projects like a new runway at JFK, to the
age limit for appointment to the Port Authority Police.49
We consider this focus to be too myopic, coming at the
expense of extensive long-term capital planning. As a
result, the planning process for large scale projects is
ad-hoc, ill-prepared, and politically-charged.
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OPERATIONAL INEFFICIENCY
In most transportation agencies in the United States,
funding comes from a variety of sources, including user
fees, and either earmarked or general tax dollars. As a
public authority, the Port Authority benefits from the
former but not the latter. In the past, this constraint
was not binding; the Port Authority’s assets generated
sufficient revenues to prove self-sufficient. However, in
recent times, rather than a system where each asset
sustains itself, the Port Authority has increasingly taken
the model of a conglomerate of assets, with a system of
cross-subsidy, where profitable assets are used to sustain
the unprofitable ones.
We contend that this current organizational structure
ill-serves the Port Authority in two ways. The first is that it
promotes inefficiency in unprofitable assets. In a system
of cross-subsidy, unprofitable assets can continue to run
at a loss so long as the other assets are run at a profit.
Because the threat of bankruptcy (or at least exposure
to significant upheaval) is missing for the unprofitable
asset, it no longer faces pressure to operate as efficiently
as it could. For example, PATH can continue operating at
a significant net loss because the airports operate with
a significant net gain. In practice, this means that opportunities for performance improvement are lost; there
are insufficient incentives for money-losing divisions to
improve their financial performance.
The second is that the profitable assets are operated with
the sole purpose of maximizing profit to provide the
subsidy. This results in higher tolls for drivers on bridges,
higher landing fees for airlines, and decreased ability to
finance much-needed capital projects. Furthermore, it
leads to underinvested assets that do not meet the current transportation demands of the region. For example,
despite being one of the most profitable airports in the
country on a per-passenger basis, Newark-Liberty International Airport saw a net decrease in its value as a result
of underinvestment in 2015.
The risks of reducing incentives for operational efficiency
are clear in the benchmarking of Port Authority assets.50
PATH is often cited as an example of the Port Authority’s managerial inefficiency, and it operates the largest
deficit of any Port Authority division. Notwithstanding
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issues with the peculiar nature of its regulatory oversight
as a heavy rail system51 and relative density of the PATH
network—both of which could plausibly be said to
increase operating costs—PATH operating expenses are
36% higher than next highest transit system on a per revenue hour basis (see Figure 2). Similar issues plague the
Port Authority’s Airports division, showing that even its
most profitable division still operates inefficiently. Port
Authority airports exhibit high cost levels, even above
large hubs in other expensive metropolitan areas such as
SFO, BOS and LAX (see Figure 3).

ence of 32%). This difference persists on a like-for-like
basis: in 2015 the average compensation for sergeants in
NYPD was $113,000;56 in 2016 for the Port Authority it is
$162,000 (a difference of 43%).57

3.3 DAY-TO-DAY OPERATIONS
Under the current by-laws, the Port Authority Board’s responsibility to provide strategic direction for the agency
is added as an afterthought, with oversight being the
ultimate priority:

FIGURE 2: PATH TOTAL OPERATING EXPENSES52
Vehicle Operating Expenses per Vehicle Revenue Hour
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FIGURE 3: AIRPORT OPERATING EXPENSE PER
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The Port Authority also seems to struggle in controlling
agency overheads. While more-granular benchmarking
of divisional expenses is challenging on the basis of
public information, some cross-agency comparison of
staff costs can be made at the highest level. The average
employee within the police department is paid a benefits
package worth $121,000 annually in 2016;54 for FY16 the
equivalent figure for the NYPD is $92,00055 (a differ-
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“The Board of Commissioners shall establish the policies
of the Port Authority and shall be responsible for reviewing and monitoring whether Port Authority procedures
and regulations and executive staff’s financial, management, and operational decisions and controls are in
compliance with such overall policies...The Board of
Commissioners shall also be responsible for adopting
strategic plans, capital plans, and budgets of the Port Authority...” (italics added)
As a result of this clause, the current Board too often
gets bogged down with operational issues and spends
too much time managing crises within the business
lines. Across private and public companies and nonprofit
organizations alike, the boards with the highest impact
invest substantial time and energy to understanding and
developing the organization’s long-term strategy.58 With
an eye to creating long-term impact, they operate under
an organizational strategic plan, which necessitates that
they align the organization’s resources with its strategic
needs, understand the organization’s external environment and trends, and set and achieve performance
standards.59 Various reports suggest that the members of
high performing boards dedicate anywhere from 24 to
54 days a year to the job. This focus on strategy in turn
has resulted in more stable organizational leadership, as
CEOs were less likely to leave the organization.60
We therefore propose that the Port Authority’s Board
re-focus upon long-term strategy and policy, rather than
day-to-day operations. Such a refocus will help to improve
the overall effectiveness of the agency by concentrating
on a cohesive vision with concrete objectives and com-
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municating these priorities to its staff and the public.61
In keeping with this vision, the agency should restrict
the Board’s ability to interfere in management decisions,
though the Board and the CEO may coordinate closely.62
The Board should develop overall strategic direction and
policy for the Port Authority through consultation with
the CEO and various operational employees. After formulation, however, the CEO (and agency) would become
responsible for executing projects, delivering services,
and maintaining and modernizing assets.
This structure, in conjunction with the governance reforms that we propose, strengthens the Board’s and the
agency’s resolve against political meddling. By focusing
the Board on long-term strategy and policy and removing their power and responsibility to interfere in operations and management, we eliminate any legitimacy and
limit the space for gubernatorial meddling over which
projects to undertake, driven by governors’ narrow,
short-term goals. For example, had this structure been
in place in 2010, the Access to the Region’s Core (ARC)
project would have already fallen under the purview of
the CEO, who is obligated to carry out the project as envisioned and agreed upon by the Board. There would be
little space for changing or cancelling the project once it
had moved beyond the planning phase. Combined with
the lack of a gubernatorial veto, this structure prevents
governors from interfering in long-term projects in light
of short-sighted goals.
Collectively, this new focus will achieve a few critical
aims:
•• Efficiency. The Board can focus its time and energy
on setting the direction and the priorities of the
agency. Management is streamlined and delegated
to someone who is better equipped to ensure that
projects and services are carried out in a cost-effective
manner across the agency.
•• Accountability. The agency and the public can evaluate and hold the leadership accountable for progress
towards clearly identified performance standards.
With a distinct separation between planning and
management, there is an accountable chain of
command under the CEO.67
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WHERE IT WORKS: WMATA
The governance structure at WMATA remained
unchanged from 1970 to the early 2000s. Two
catalysts for change were a Congressional decision in 2008 to invest additional federal money in
WMATA, contingent on governance reforms, and
a devastating subway crash in June 2009, resulting in growing discontent with the agency. Since
2010, WMATA has recalibrated its board’s activities
to focus on high-level policy issues and delegated
operations, procurement, and staffing matters
to its general manager. Its reformed governance
structure has allowed the organization to set
direction and establish priorities.63 In 2013, WMATA
produced a Metro 2025 strategic plan, called
Momentum, to guide its investment decisions for
the next decade. It is currently developing a plan
for 2040, which includes new connectivity and
expansion projects in addition to the core system
improvements outlined in Metro 2025.64,65,66
•• Public Confidence. With a clear chain of accountability and improved efficiency, we hope to boost public
confidence in the agency and counter perceptions of
regional factionalism in its operations.
•• Focus. A strategic plan provides clear direction for the
organization and its staff.
•• Regional Planning. Instead of managing projects,
the Board is able to focus its efforts on developing a
strategic vision for the region.
Committees remain an excellent way for the Board
to specialize in a specific area of interest and in turn,
facilitate more efficient and effective Board meetings on
long-term policy. The existing Committees include: Capital Planning, Execution and Asset Management; Finance;
Operations; Security; Audit; and Governance and Ethics.
Given the interconnected nature of these two components to service delivery, we propose merging the
interconnected Operations and Security committees to
prevent siloed strategic thinking. Since the September 11
attacks, the Port Authority’s security costs have doubled
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and constitutes almost a quarter of its $2.8 billion operating budget.68 Combining these two committees would
force the Board to consider the two issues in perspective
relative to each other; security forces and capital spending on new security projects and equipment should align
with the operational needs of the agency, rather than
rising disproportionately.

management planning practices, such as requirements to develop regular multi-year strategic plans
(the last plan was in 2005), annual performance plans,
and annual performance reports. While the current
Annual Reports provide a comprehensive overview
of all projects, it fails to evaluate the agency’s performance per the strategic goals.

The Special Panel Report recommends that Capital Planning, Execution and Asset Management and the Operations Committees be merged, and the Audit Committee
be renamed the Audit and Risk Management Committee
and focus on risk mitigation. We believe combining
Capital Planning, Execution and Asset Management and
Operations risks diluting the focus of the Board, reverting back to a tendency to allow day-to-day operations to
hijack long-term strategic planning.

•• Develop and share the strategic and performance
plans widely internally and publicly to create
accountability and rebuild credibility, including
requiring staff to create “scorecards” of how they will
advance the strategic goals within their own work;
hosting roundtables with planning organizations; and
conducting on-the-record interviews with press.70
•• Create an open environment supportive of internal
and external checks on the Board.

TABLE 5: CEO/BOARD SPLIT RESPONSIBILITIES
BOARD OF COMMISSIONERS

CEO

Set organizational priorities and
adopt strategic plans

Manage Operations

Approve capital plans, including
establishing baselines for
project scope, schedule, and
budget

Manage maintenance and
modernization

Adopt budget

Submit budget proposals, weigh
in on Board budget deliberations

Approve major contracts

Solicit and negotiate contracts

Appoint, remove, and determine
compensation for CEO

Hire personnel

Establish service standards

Respond to customer service
demands

Approve fare structures, i.e.
formula or schedule, and
identify ballot measures to raise
funding through voter approved
taxes

Propose and implement
changes in fares

Conduct oversight

Publish regular comprehensive
reports on operations,
maintenance, and modernization projects

These proposals can be practically instituted in a few
ways:
•• Amend the by-laws to redefine the Board’s focus.69
Mandate regular performance-based and strategic
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3.4 DIVISION OPERATIONAL
AUTONOMY
While the cross-subsidy allows the Port Authority to fund
maintenance and capital projects for needed infrastructure projects, the system papers over inefficiencies in underperforming divisions, as noted above with the PATH. It
is beyond the scope of this report to assess why particular
assets are underperforming, but we aim to set conditions
that will encourage greater efficiencies. If business lines
operate with greater autonomy, with transparent targets
for performance and expected cross-subsidy, and with
managers who are accountable for those targets, greater
operational efficiency will be achieved.
We propose below several models which the reformed
Port Authority Board may implement. The reformed Port
Authority Board should adopt whichever model is most
appropriate for each business line: some lines may be best
suited for direct operation by the Port Authority, while
others may benefit from a public-private partnership or
even operation by a private partner. It is important to
note that this recommendation is not a “one size fits all”
reform that happens all at once across the Port Authority.
The Board of Commissioners can take the time to evaluate each division then restructure its management at the
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most advantageous time and in the manner most suited
for the particular asset or business line.

TABLE 6: INTENDED BENEFITS OF PPP s 71
Up-Front

This type of structure is not unlike other systems worldwide. In Hong Kong, the mass transit system is operated
by a publicly-listed corporation (MTR Corporation), while
the local government is the majority shareholder in this
corporation. Stockholm, on the other hand, uses a public
corporation as an operator (MTR Corporation), while the
system is owned Stockholm City Council, managed by a
board composed of local politicians and employees. In
the United States, Seattle’s Sound Transit, a regional transit agency composed of the three surrounding counties,
delegates responsibility for operating and maintaining
its Link light rail line to King County Metro, another public agency that operates buses in the Seattle area.
In all of these instances, the increased autonomy in
operations and maintenance for the asset has been an
effective way for the managing agency to increase efficiency and focus on long-term objectives.

BUSINESS LINES
The Port Authority should run the business lines with
well-defined and transparent performance, capital, and
cross-subsidization targets. Each of the business lines
should have clearly defined performance targets which
are published in annual reports, including targets for
financial gain and loss. Managers of the business lines
should be accountable for achieving these targets.
We recommend that the Board of Commissioners should
approve of these performance benchmarks and/or
operating subsidies. This arrangement limits the loss for
the Port Authority and provides incentive to the business
line to achieve higher levels of efficiency. For example, in
giving more autonomy to PATH, the Board could approve
no more than a $250 million operating subsidy in a given
year. This arrangement would give PATH more leeway
to find necessary efficiencies, while at the same time,
providing the pressure needed to spur those decisions.

PUBLIC-PRIVATE PARTNERSHIPS
There are a number of potential benefits to Port Authority divisions from exploring and instituting public-private
partnerships, including those outlined in Table 6.
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Financial/Economic

Public Good

Limited capital investment required

Quicker implementation

Lower construction costs
Long-Term

Lower “project life-cycle
costs” (including operations and maintenance)
Reduced drain on public
sector budgets
Transferred risk from
public to private sector

Promotion of local
economies
Higher quality
infrastructure
More efficient operation
More investment in
asset/project expansion
or maintenance
More innovation in
service delivery

As it stands, the agency already employs a variety of
public-private partnerships. The Goethals Bridge rehabilitation and George Washington Bridge Bus Station, for
example, both employ public-private partnerships. The
majority of its airport terminals are operated by private
companies. Similarly, the Port Authority sold the right
to lease and operate the 1WTC building development
to the Durst Organization in 2010. Durst invested $100
million to became a co-developer of the site, received
fees from the Port Authority for its work, and earned a
percentage of any savings made on development costs.
Partnerships with private organizations attract expertise
and efficiency in operations and a greater tolerance for
risk, and this model should be explored for additional
agency assets. With a leaner Port Authority overseeing
more independent divisions, the Port Authority’s advantage will be in its ability to tie its current assets and future
projects into a comprehensive regional strategy, and in
the ability to issue debt to fund its capital projects.

SUBSIDIARY ENTITIES AND PRIVATE
OPERATORS
As one means of obtaining operational efficiency, we
recommend the Port Authority investigate the creation
of subsidiary corporations and the use of private operators to achieve efficiency. For instance, the Special Panel
Report of 2014 recommended exploring the possibility
of a private operator for the PATH. The report concluded
that the Port Authority does not have expertise in operating rail systems, and the PATH appears to underperform
its peers.
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Subsidiary entities with corporate governance structures
of their own should also be considered. Creation of
subsidiaries may be a way to attract new talent into the
organization and create centers of best practices. For
example, the agency is currently pursuing the Special
Panel Report’s recommendation of 2014 to monetize
and divest real estate holdings not central to the Port Authority’s mission. Rather than conducting this business
in-house, where political considerations may interfere
with land-use decisions, a real estate holding corporation with a mission to maximize return on the agency’s
assets may make more efficient decisions and allow the
agency itself to focus on its core transportation mission.

WHERE IT WORKS: LONDON
Mixed Operational Structure. TfL operates some
of its assets directly, such as the London Underground. Others are bid competitively to private
operators, including bus services and the London
Overground. In the case of the London Underground, extensive in-house expertise and strong
unions point toward direct operation. But in the
case of bus operations, private operations have coincided with decreased wait times and expanded
ridership. In the rail segment, management of the
licensing of commuter rail connecting to London
is being increasingly transferred from the national
Department for Transport over to TfL to obtain
operational efficiencies.

3.5 MISSION STATEMENT
The Port Authority’s first formal mission statement
was included in the Authority’s 1995 Annual Report.
The mission statement read: “To identify and meet the
critical transportation infrastructure needs of the bi-state
region’s businesses, residents, and visitors: providing the
highest quality, most efficient transportation and port
commerce facilities and services that move people and
goods within the region, provide access to the rest of the
nation and to the world and strengthen the economic
competitiveness of the New York-New Jersey Metropolitan Region.”72

Reforming

the

Po r t Au t h o r i t y

The current mission statement provides the Authority
the ability to focus on a variety of development aspects
within the bi-state region, outside of transportation
services and facilities. We believe this has caused the
Authority to stray away from its primary focus on transportation construction and efficiency. The broadness of
the mission has permitted the Authority to authorize air
terminal development, the development of the World
Trade Center, the operation of the PATH, and the development waterfront properties. Due to the immediate
needs of the region’s transportation infrastructure, it is
time for the Port Authority to return to its central mission: efficiently moving people and goods throughout
the New York and New Jersey region. Specifically, the
Port Authority must focus its attention on its airports, its
port facilities, and the region’s interstate transportation
network. It must spark the development of additional
transportation capacity in the bi-state region, and continue to design significant new transit infrastructure.
We propose the Port Authority introduce a new, focused
missions statement to guide future capital plans and
investments:
“The Port Authority’s mission is to meet the critical
transportation infrastructure needs of the bi-state
region’s businesses, residents, and visitors: providing the highest quality, most efficient transportation and port commerce facilities and services that
move people and goods within the bi-state region.”

3.6 PUBLIC RELATIONS AND
PUBLIC’S TRUST
The Port Authority’s public image is damaged due to
political scandals, lack of transparency on what the
Authority provides to the public, and continuing unmet
need for bi-state transportation infrastructure.
The intent of the Port Authority, as a separate nonpartisan agency from local and state government agencies,
was to eliminate political corruption and promote honest and efficient bi-state governing. In the past, the Port
Authority was held accountable through the efficiency
and quality of its regional transportation development.
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In the early decades, the media, business world, and the
public held the Port Authority accountable by determining if the airports, marine terminals, bridges and tunnel
systems worked effectively.
This standard of the Authority’s effectiveness is still used
today. Although the public image was strong in the
beginning of the Authority’s implementation, it is now
damaged and in need of repair. The Port Authority must
refocus its attention on public relations, and become
more transparent to the public by better publicizing its
capital plans and investments.
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The Port Authority’s work in the bi-state region is not
always made apparent to the public, and bringing more
awareness to the infrastructure implemented by the
Port Authority may create a more positive image. The
proposed new elected governing structure will also lend
itself to greater transparency, by ensuring the needs of
constituents impacted the most by the Port District are
met.
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4.0 FINANCIAL REFORMS
4.1 KEY RECOMMENDATIONS
We make three central funding recommendations for the
Port Authority:
•• Use of tax increment financing (“TIF”) to better
capture value created by transportation infrastructure projects. Such tools have the potential not only
to provide additional funding for new projects but
also raise this funding from those who will benefit
most. When well-implemented, these tools can also
enhance the transparency and accountability of
proposed benefits for projects and discourage the
waste of resources. A simple analysis on the Gateway
Project suggests that this form of financing could add
up to an additional $10 billion in financing capacity.
•• Alongside these new powers, additional safeguards
on the deployment of tax-payer and the Port Authority funds: requiring revenue bonding of TIF revenues
and board certification of the economic surplus to be
created for the Port Authority with major investments.
•• A continued push to utilize public-private partnerships that improve the delivery of infrastructure as
well as sharing the cost and risks of development and
operation.
We recognize that implementation will be complex and
that one funding tool will capture sufficient value for all
potential projects. Such proposals instead seek to bring
more resources to bear on critical infrastructure projects
and in turn reduce financial constraints on all Port Authority assets, and to do so which better aligns the costs
and benefits of infrastructure development in the region.

4.2 THE STATUS QUO
The flexibility afforded by Port Authority’s current funding approach has its limitations. Granting authorities the
ability to reinvest their bonded operating revenue was
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a significant innovation in Moses-era New York:73 freeing
authorities from inefficient capital allocation decisions in
government budgeting and allowing an entrepreneurial
approach to infrastructure development. However, while
the reliance on service-users for funding opened up new
opportunities for development, it created a focus upon
those projects where user revenues could be sufficient
for surplus. For much of its history, this constraint was real
for the Port Authority: new infrastructure projects were
evaluated for their ability to be self-funding through
revenue, at least in the long term.74
This principle was amended with the acquisition of the
World Trade Center site and PATH systems in the 1960s.
The economic strength of the assets held by the Port Authority allowed the development of a new funding model
which relaxed the prior constraint: expanding projects to
those which could be sustained by operating surpluses
of other infrastructure assets. This model - intended or
otherwise - enabled a wider set of infrastructure and development projects to be undertaken, extending viable
projects to those whose cash operating requirements
could be accommodated.
The Port Authority’s funding model limits infrastructure
funding in two ways: new investment must be financed
from these cash flows and new loss-making assets must
be sustainable by finite subsidies from current user
revenues. In this way, new infrastructure projects in the
region are essentially dependent on the Port Authority’s
ability to stem operational losses from the PATH and sustain cash surpluses in Aviation and TBT both to finance
investment and to sustain assets once built.
As the lone bi-state coordinating body for the region,75
expectations on the Port Authority are high and this
funding envelope limits critical investments in the whole
region. We argue that after a boon driven by the economic vitality of the region, this limit has begun to bind
and needs to be addressed if the region is to receive the
investment that it needs for future growth.
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FIGURE 4: ILLUSTRATIVE CATEGORIZATION OF POTENTIAL INFRASTRUCTURE PROJECTS

Socially-beneficial

Create net surplus in
financial value across
region

Sustainable from
operations and finite
PANYNJ cross-subsidy

Create net operating
surplus

FIGURE 5: REGIONAL CAPITAL EXPENDITURE NEEDS 2014-2023 ($BILLION)
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4.3 REGIONAL FUNDING
CHALLENGES

FIGURE 6: CONSOLIDATED BOND OBLIGATIONS AS A
% OF MAXIMUM DEBT CAPACITY83

INFRASTRUCTURE INVESTMENT

80.0%

The latest publicly-available Port Authority capital plan76
schedules $27.5 billion in projects between 2014 and
2023, of which we estimate around $16 billion remained
to be spent between 2017 and 2023.77 It is difficult to
glean from public documents how much this capital expenditure relies on existing revenues, projected growth
in revenues and existing borrowing capacity.
In addition to the maintenance of current assets, a number of substantial investment demands are now critical
to the continued economic growth of the region. The
construction of the second deck on the George Washington Bridge more than 50 years ago was the last major
infrastructure project to increase road transportation capacity over the Hudson.78 The replacement of the failing
Port Authority Bus Terminal and Gateway projects alone
call for around $20bn in expenditure before revenue can
be counted on.79 Delivering substantial additional capacity at the major airports – a critical determinant of the
region’s continued growth80 – would cost an estimated
$10bn;81 an investment need that is unaffected by the
proposed redevelopment of LaGuardia Airport.

RAISING NEW DEBT
The Port Authority’s ability to raise new debt is under
pressure. The limit on investment infrastructure spending has begun to bite: these substantial investment needs
are met with a decline in the Port Authority’s ability to
fund them. Driven by a two-year slowdown in operating
and other revenues, 2010 saw a significant drawdown of
the Port Authority’s debt capacity (see Figure 6). Those
familiar with Port Authority’s capital planning process
identified this inflection point in funding ability; they
also characterize the development of capital plans as a
horse-trading process defined by operational financing
needs and the limits of what can be delivered by cash
generative business lines: not starting from the region’s
needs.82
The Port Authority’s latest public forecast predicts only
moderate income growth. The most recent multi-year
projections84 include annual compound growth of 4.4%,
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including budgeting for a decline in operating income
in 2017. Though no divisional breakdown of these projections is provided, this growth is likely to be driven by
moving from the build phase to the operations phase
of the World Trade Center real estate assets - in turn
suggesting limited surplus growth from core assets. We
estimate that this improvement in operating incomes
over the next five years, if realized and sustained, would
support the addition of around $4 billion in extra capital
(assuming constant costs of financing). It is unclear
the extent to which this additional financing capacity
is spoken for by existing capital plans; for the sake of
conservatism we assume that none is: that all additional
financing capacity from incremental growth can be put
toward other major projects.

pag e

|

28

4.0 FINANCIAL REFORMS

NEAR-TERM DEBT CAPACITY
Near-term operational improvements are unlikely to
deliver sufficient debt capacity.
As demonstrated by their own forecasts, the Port Authority can no longer easily “grow the pie” of operating
revenues to support new investment. The capacityconstrained major airports are already among the most
profitable in the country and Newark is the subject of
an airline legal challenge over the level of airline landing fees.85 Even were greater cash surpluses available
from airports, the Port Authority’s vaunted exemption
from FAA restrictions on the distribution of airport
revenues limits the extent to which these can be used
to fund other projects.86 Since 2012, the cash tolls on
Port Authority bridges and tunnels have increased by
15.4 percent to $15 and peak-period E-ZPass tolls by 22
percent to $12.50 as part of a multi- year plan authorized
in September 201187 and the most recent increase in tolls
in December 2015 generated considerable backlash.88
There is no easy path to substantial increases in user
revenues in the short-term.

DEMANDS AND RESOURCES
IMBALANCE
The imbalance between demands and resources at
the Port Authority limits progress. Whilst the timing
and capital costs of major investment are uncertain, the
scale of the mismatch between available resources and
demand for investment is made clear with the following
simple comparison:
•• + $7 billion in remaining debt capacity
•• + $4 billion in additional capacity if income increases
meet projections to 2021
•• - $30 billion in unfunded capital projects to which the
Port Authority is expected to provide a way forward
before 2023 despite their non-inclusion in the latest
capital plan.
This makes a shortfall of around $20 billion. In this rough
comparison we have made an optimistic assumption
that the Port Authority’s existing capital plan out to 2023
is fully financed without drawing on the Port Authority’s
current debt capacity and projected increase in net income. If an increase in debt or an ‘earmarking’ of revenue
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growth has already been assumed in the existing Port
Authority capital plan, then this shortfall will be even
greater.

OTHER CONSTRAINTS TO
INFRASTRUCTURE DEVELOPMENT
As explored above, many of the Port Authority’s operations are being run relatively inefficiently: PATH operational costs are too high, labor costs are high across the
board, and more. However, the scale of these constraints
should not be exaggerated. Even if PATH losses could be
halved, this would enable only $2bn in additional financing capacity. Fare increases of $1 per ride on the PATH
– on top of recent increases – would deliver c.$800m in
additional debt capacity.89 Incremental revenue of $1 per
PABT passenger – an increase of some 160% over 2015
revenue per passenger – could provide c.$600m. While
costs are high at the three major Port Authority airports,
the structure of airline operating agreements – that costs
are recovered from the airlines using terminals90 – limits
their drain on Port Authority resources. For the scale of
investment that the region needs, these sources alone
will not be sufficient.
Further constraints arise on the ability of the Port Authority to liquidate its holdings. Notwithstanding the protections afforded to bondholders,91 in the current climate
the Port Authority could not safely liquidate asset positions and redeploy resources, for fear of those resources
being captured by the processes outlined above.

4.4 CONDITIONS FOR A
SOLUTION
OTHER INFRASTRUCTURE FUNDING
MODELS
Other cities have taken diverse routes to funding
infrastructure. In the past months alone, voters in Washington State approved sales tax, car-tab and property
tax increases to fund a $54bn 25-year transit plan92 and
voters in Los Angeles authorized $860m in annual sales
taxes to expand light rail and subways in the city.93 To a
region struggling to maintain core infrastructure, such
programs seem almost unimaginable in the scope of
their ambition.
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In other major cities, disaggregated infrastructure holdings encourage more flexible investment or authorities
have a greater range of tools to capture the value that is
created by infrastructure investment. These tools include
greater use of transit-oriented development, TIF and the
ability to levy tax liens in their region (often with voter
approval).
TABLE 7: APPROACHES IN OTHER CITIES
AGENCY (CITY/REGION)

FUNDING SOURCES (OTHER THAN
FARES)

MTR (Hong Kong)

Development rights (commercial &
residential property) granted to MTR
around new subway developments

Land Transport Authority
(Singapore)

Federal funding

Los Angeles Metro

Voter-backed sales tax increments,
highway tolls.

London

Value capture, increment on business
property taxes, land sales and development, national funding

Port of Seattle

Operating revenues plus earmarked
property tax

Sound Transit and King
County Metro (Seattle)

Earmarked allocation of sales & use,
MVET, property and rental car sales
taxes funds infrastructure planning and
development (Sound Transit).
Sales taxes and grants (King County
Metro)

ALIGNING COSTS AND BENEFITS OF
INFRASTRUCTURE
A solution should not only meet the looming funding gap but better align the costs and benefits of
infrastructure development. Many groups benefit
from well-functioning infrastructure, beyond those who
use it on a given day: businesses, property owners and
the region at large benefit from effectively facilitating
the transport of goods and services.94 Under the current
funding model, only users of an asset provide revenues.
That is, the benefits of Port Authority infrastructure development are dispersed much more than the cost. This
failure to raise funds from those who should be willing
to pay for further infrastructure development leads to an
inefficient inability to finance worthwhile investment. A
better capturing of value by the Port Authority on behalf
of the public offers the possibility of genuine long-term
sustainability in infrastructure development.
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In an attempt to draw additional funding from dispersed
populations that benefit from development, many cities
resort to an earmarking of increments on broad-based
taxes. While broad-based earmarked taxation provides
surety of funding while in place, the perception of ‘overreach’ on the part of the public authority may threaten
the political viability of such an approach in the New York
and New Jersey region. Broad taxes are also imperfect in
strengthening the link between costs and benefits of
infrastructure projects. It is a blunt instrument.
The use of more targeted value-capture tools is preferable. They would allow for an increase in the funding envelope at the same time as permitting those that benefit
from infrastructure development to pay for it. Below, we
go into some detail about how a tax increment finance
(TIF) approach would provide this kind of targeted
value capture in the New York and New Jersey region. For
example, consider the value that the PATH is delivering
both to New Jersey residents, but to the businesses that
employ those residents in Manhattan. When considering
the value that an extension to the PATH would deliver, a
fair baseline would be that proximity to transit creates a
10% increase in land value.95

ANNUAL BUDGET CYCLES
Avoiding a reliance on annual budget cycles. On the
basis of recent evidence, it is imprudent to hold critical
regional infrastructure hostage to the budget cycles of
fiscally constrained state or federal governments. States
face structural fiscal pressures which they have struggled
to address,96 with New Jersey an acute example of this.97
The funding situation at the MTA98 and NJ Transit99 – both
dependent upon annual state contributions – are worse
than that at the Port Authority. These shortfalls would almost certainly be exacerbated by the tantalizing opportunity of relying upon the other state to provide funding
in the case of a bi-state agency. Despite the promise of a
one-off infrastructure bill, fiscal retrenchment to reduce
the annual federal government deficit is likely100 and
federal infrastructure spending has already come under
pressure.101
Finally, the New York City capital budget is simply too
small and constrained by other spending priorities to
make a primary contribution to the funding of regional
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infrastructure. Though the overall capital budget stretches to $7-12 bn a year, it includes sizeable and unavoidable allocations to education, environmental protection,
housing, sanitation and other core functions. Between
2013 and 2016, the NYC budget allocated around $1.3
bn per year to transportation projects.102

4.5 VALUE CAPTURE TOOLS
TAX-INCREMENT FINANCING
The Port Authority can deliver value through infrastructure projects by using tax-increment financing.
A key ingredient to the success of any TIF scheme is the
materialization of incremental value which an authority
or government can capture: the value of the property
located within the TIF district must be greater after the
project is completed than it was before. The ability to
provide a flow of bond payments is solely contingent on
this increased value. Because infrastructure investment
has been proven to boost property values, it is a good
candidate for tax increment financing.
Numerous economic studies demonstrate that major
transport infrastructure investments are associated with
increased property values. Infrastructure investment
has been shown to boost property values for not only
property in close proximity to the asset, but also for a
wider geographic area. This evidence is strong across all
types of infrastructure investment, but especially so for
projects that would be pertinent to the Port Authority.103
Despite enhanced property values, the use of TIF as a vehicle for financing infrastructure investment is relatively
limited across the United States. Most state TIF laws focus
on using TIF as a method for developing a “blighted”
area, or promoting economic development in a specific
area. The Hudson Yards project in New York City, while
using TIF, did not use TIF to finance the infrastructure
portion of the project (the extension of the #7 subway
line). To date, New Jersey has largely used TIF to stimulate
the development of economically depressed areas. New
York, on the other hand, has flexible laws, but the use of
TIF had been relatively rare prior to the Hudson Yards
development.
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SCOPING TIF POWERS
Risk transfer: Structuring the Port Authority TIF powers to limit downsides for municipalities
Under a traditional TIF, such as New Jersey’s Economic
Redevelopment and Growth Grant, a municipality bonds
the flow of future increments to provide a subsidy to a
private developer to develop a “blighted” piece of property. This up-front financing for the project is designed to
deliver incremental development by enhancing potential returns for developers. However, in some states, such
as California, TIF arrangements similar to this were scaled
back as large amounts of future tax revenue growth were
given away, putting pressure on local authorities.104
The downside to these arrangements is two-fold. First, in
the event that the development does not create incremental value (and therefore tax income), the risk falls on
the authority. Payments are made to developers, often
financed through the issuance of bonds, but if incremental value and tax revenue do not materialize, covering
the initial outlay becomes a potential burden on the
municipality or State. However, this risk need not be
retained by authorities: it can be laid off to bondholders
through revenue bonds (at the cost of a risk premium on
interest rates) or directly to taxpayers. The latter case is
exemplified by the DC New York/Florida Avenues Metro
station development.105
A second downside to TIF is one of attribution: often
100% of additional value generation is apportioned to
the development: municipalities forgo revenue growth
in the TIF district, whether incidental to the development
or otherwise. Such concerns can be mitigated through
limited geographic use of TIF districts - allowing the
municipality to gain from increased property values
that materialize just outside the district - or through
mandated sharing of incremental revenues. Enabling
legislation for the Port Authority should require a combination of limited TIF district sizes, mandated sharing of
increments and robust measurement of additional value
created (normalizing, for example, regional property
growth with reference to peer municipalities).
AUTHORIZATION AND IMPLEMENTATION
Currently, New York and New Jersey laws do not permit
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the Port Authority any taxing authority. Using TIF will
require legislative approval from both states. An important question that remains is if the legislatures were to
provide this power, would it grant the Port Authority unilateral authority to set up a TIF district and set the terms
of the increment or would it require the Port Authority to
negotiate with the municipalities over the extent of the
district and the “cut” of the increment?
We argue that Port Authority would be more effective if
it had unilateral authority in designing the arrangements
for any TIF scheme. Having unilateral power to set the
district and the increment is advantageous for numerous
reasons. First, under this arrangement, the Port Authority
keeps all the increment. Second, this legal authority is
procedurally easier than having the Port Authority make
deals with hundreds of municipalities across the region.
This report does not realistically (mainly for political
reasons) believe the Port Authority could capture over
50% of increased property values, meaning that the
municipalities still gain (in the form of higher property
taxes) from the increased property values on existing surrounding property that results from a new development.
Finally, granting the Port Authority unilateral authority is
not unlike its current legal authority of eminent domain
in the region’s municipalities. Where benefits substantially fall outside of the Port District, such as in the case
of Gateway, additional special enabling legislation would
be required to allow one-off taxing authority.
It is worth noting that changes to the bi-state compact
may not require Congressional approval. In Virginia v.
Tennessee (1983) the Supreme Court articulated an idea
later known as the “political power” doctrine, namely
that only compacts “tending ‘to the increase of political
power in the states, which may encroach upon or interfere with the just supremacy of the United States’ require
congressional consent for their validity.”106

CONTRIBUTIONS OF MAJOR
REGIONAL PROJECTS
Substantial research connects infrastructure investment
and increases in property values, but research specific to
the region is more difficult to come by. Aside from the
work completed by the Regional Plan Association, there
is no clear indication of (1) the extent of which infra-
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structure assets in the New York City region enhance the
region’s property values and (2) the potential for value
capture, especially when it relates to property values,
that exists from building new assets.
Before continuing, two important notes are in order. The
first is that under this framework, TIF will only be used
to finance new projects. While it could be hypothetically
possible for the Port Authority, if it had TIF powers, to set
up districts around its newer but existing assets, such as
the World Trade Center Transportation Hub, and capture
the value created by the project, we believe that TIF
should only be used on projects that have not been built.
If the Port Authority were to begin capturing value from
existing assets, a broader tool would be required in the
form of a property tax surcharge. Because such a method
is broad-based and not necessarily linked to financing
a project in the near vicinity, we deem it less politically
feasible and risks being used to fund annual budgets.
In this specific analysis, we will focus on the Gateway
project. As mentioned earlier, this analysis assumes that
all projects in the Port Authority’s most recent capital
plan have adequate financing and would not require
additional financing to complete (a very conservative
assumption).
The second note is that any estimate of the monetary
benefits of a TIF will depend heavily on the terms of the
TIF, specifically, the size of the district and the percentage of the increment taken. For the size of the increment
captured, we will provide multiple percentages to give
different perspectives. The purpose of this analysis is to
demonstrate the scale of the opportunity, rather than
definitive guidance as to the implementation of such a
program.

TIF POTENTIAL: THE GATEWAY
PROGRAM
Should Amtrak’s Gateway Program be built, it would be
one of the largest infrastructure projects in the nation’s
history. The current cost estimate from Amtrak is $24
billion. This comes in the wake of the cancelled Access
to the Region’s Core (ARC) project that was scheduled to
cost $12.4 billion. Although the exact funding arrangements for the Gateway project have yet to decided, it
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seems reasonable that the Port Authority, being a bistate infrastructure agency, would play a role in financing
some part of the project. The 2017-2026 Port Authority
capital plan given preliminary approval in early January
2017 included $2.7 billion for the project.109
The Gateway Program is projected to bring significant
economic benefit to the region. Amtrak estimates a
Benefit-to-Cost Ratio of at least 2.16, with between $5-15
billion in lost income should the project not be completed.110 Though there have not been any public estimates
of the effect of the Gateway project on property values,
a 2010 study by the Regional Plan Association,111 found
that ARC would increase property values by $18 billion.
This examination will draw heavily upon the findings
from that report.
This analysis takes the results from the The ARC Effect
study on property value increases associated with the
completion of the ARC project. The ARC project, while
not identical to the Gateway Program, provides a useful
baseline because the main capital investment in each is
the construction of new tunnels underneath the Hudson
River. This analysis does not intend to be an update of that
study, but rather, uses its numbers as approximations for
what the effect could be for the Gateway program.
The TIF district in this analysis is the area within a 2-mile
radius of the stations affected by this increased capacity
and frequency. Similar to ARC, the Gateway Project, via
the Bergen Loop, would provide similar benefits to those
in RPA’s study, namely, a one seat-ride for those passengers riding on NJ Transit’s Main-Bergen and Pascack Valley lines. Also like ARC, Gateway will also result increased
capacity on the Newark-Midtown tracks, generating time
savings for a rider on these lines, as well as to those on
other NJ Transit lines.
Before continuing, it is important to note that this
analysis deliberately chooses a TIF district that is broad in
scope; that is, along almost all NJ Transit lines despite the
fact that the most-recent Amtrak study, only examined
the study area between Secaucus Junction and New
York Penn Station. While it would make sense to study
economic benefits of the immediate tunnel area, we
feel that the enhancement in property values along this
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corridor would be considerably limited. This is because
ridership on NJ Transit tends to originate from the stations beyond this area. As such, the bulk of the increase
in property values from increased frequency or one-seat
rides will be outside the area between New York Penn
Station and Secaucus Junction.
The RPA study found that, on average, ARC would increase home values by $19,000 across this district. This
paper uses that same figure for the Gateway project
figure: $19,000 per home, over the course of 9 years.
We deem this figure to be conservative for two reasons.
First, the RPA study analyzed home sales in 2009 with
an average sales price of $451,000. Housing prices have
rebounded since 2009.112 Secondly, in the RPA study, the
number of houses in this district used the 2000 census, a
number that is likely lower than the current level.
The resulting increase in property values over 9 years
amounts to $18 billion, or $2 billion per year. Depending
on the size of this increase that the Port Authority were
able to capture in a TIF scheme, this could result in the
debt capacities outlined in Table 8.
TABLE 8: DEBT CAPACITY BY PERCENT OF TIF
CAPTURE
Percentage the Port
Authority Takes

Resulting Debt Capacity

3%

$653m

5%

$1.09bn

10%

$2.18bn

20%

$4.38bn

30%

$6.35bn

40%

$8.71bn

50%

$10.9bn

As mentioned previously, the resulting new debt capacity that could result from TIF could be as high as $10.9
billion and as low as $653 million, depending upon the
amount of the increment that the Port Authority could
capture.
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As this analysis shows, TIF could play a strong role in
financing the Port Authority’s portion of the Gateway
Project, depending on the size of the increment it is able
to capture.

TIF CAVEATS AND CONCLUSIONS
As the above analyses suggest, TIF shows potential as a
method for financing large-scale projects. Nevertheless,
there are abundant variables that can severely restrict
the benefits of TIF. As explored above, these can include
risk transfer and legal concerns.
This being said, TIF alone cannot be the sole answer for
expanding the Port Authority’s financing capacity. This is
for a variety of reasons. The first is that TIF is inherently
difficult to use if the benefits are so diffuse. As is the case
of all Port Authority assets, the entire New York City
area receives some benefits whether direct or indirect.
For airports and the bus terminal, many of the benefits
fall outside the Port Authority’s district. Unless the Port
Authority draws a very large TIF district, it will never fully
capture the benefits from its projects. For these reasons,
we deem TIF to be a more appropriate financing tool for
projects related to PATH (station expansions and construction, new lines, frequency improvements) as well
as large projects such as Gateway where the benefits are
more concentrated along NJ Transit lines. We do not see
TIF as being an adequate approach to financing those
projects with diffuse benefits, such as airport capacity
enhancements or a new Port Authority Bus Terminal in
Manhattan.
Second, its implementation is complicated; politically, it
is not realistic to believe that the Port Authority could not
capture more than 50% of the increment in property values. Moreover, in a resource-constrained environment,
municipal governments are unlikely to readily cede
property tax revenues. These are legal constraints that
would need to be considered and debated in each state’s
legislatures.
The benefit of TIF is that, aside from direct user fees, it is
most effective at financing projects through those users
who benefit most from a given project. Currently, the
Port Authority does not employ any financing techniques
that capture the value of its assets and new projects. It
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instead uses user fees from unrelated assets to finance
its capital plans. It is our recommendation that the Port
Authority consider using TIF as a more reliable, direct
funding source for new projects. However, TIF cannot
and should not be the only method to increase its ability
to finance projects.

4.6 ALTERNATIVE FINANCING
TOOLS
Earmarked general taxation should not be ruled out as a
way to capture value Port Authority projects on a broad
scale. TIF, while a more precise way to capture value from
the specific projects, cannot provide all of the necessary
financing for Port Authority projects, either for reasons
of project suitability or for the quantum of value that can
reliably be captured in a feasible taxation increment. In
the spirit of capturing the benefits of improved transportation infrastructure, one possible method would be to
give general taxation abilities across the Port District to
the Port Authority. The appealing nature of a general tax
such as this is two-fold. First, a general tax is broader than
a TIF district. While a TIF districts captures more value
in a smaller area, a tax captures a smaller value over a
much wider area. Because the Port Authority’s assets and
potential projects will benefit the wider region instead of
a smaller district, a general tax is better suited to capture
this wider value. Second, the potential revenues from
general taxation dwarf those from a TIF.
As an example, the Port Authority could implement a payroll or corporate tax in the Port District. The New York City
MTA institutes a payroll tax similar to this across New York
City and Nassau, Suffolk, Westchester, Rockland, Orange,
Putnam, and Dutchess counties. The rate is between 0.11
and 0.34%, and this tax brought in $1.25 billion in 2014.
This is enough to service $13 billion in projects. Indeed,
general taxation has proven to be a reliable and significant source of funding for capital projects. Recent sales
tax referenda in Los Angeles (see Table 9) and Seattle are
being used to finance $120 billion and $54 billion worth
of projects respectively. A general sales or corporate tax
for the Port Authority should be considered as a tool in
a broader suite of tools that could increase the financing
capacity of the Port Authority.
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TABLE 9: LOS ANGELES COUNTY TRAFFIC
IMPROVEMENT PLAN (MEASURE M) BALLOT
INITIATIVE
•• ½ cent sales tax increase across all cities
in Los Angeles County. Increases to 1% in
2039
•• Approved November 8, 2016 with 71%
approval in LA County

What is it?

•• Funds Los Angeles County Traffic Improvement Plan
How much does it
raise and fund?

•• $860 million in annual tax revenues
•• $120 billion in projects over 40 years
•• $29.9 billion towards bus and rail projects
(light rail, subways, bus network expansions,
bus rapid transit)

Where does the
money go?

•• $22.5 billion towards street and road
improvements (highways, local streets)

Therefore, this report recommends that any general
taxation revenues be earmarked towards a specific capital plan or project, similar to the recent ballot initiatives
in Seattle and Los Angeles. This prevents these revenues
from being used for operational purposes. Furthermore,
it reduces governance concerns regarding the management of these revenues, since they are earmarked legally
towards a specific project. Finally, and perhaps most importantly, it requires the Port Authority to create realistic
and robust capital plans. A Port Authority with a directly
elected board asking for earmarked taxation for projects
will be accountable to voters from across the region; this
accountability provides a powerful incentive for the Port
Authority to demonstrate its intentions with detailed
and realistic long-term capital plans.

•• $2.4 billion towards state of good repair
•• $1.9 billion towards regional rail transit
•• $2.4 billion towards bike and pedestrian
projects

Should general taxation be used, all revenues should be
earmarked for a specific project. One of the advantages
of TIF over general taxation is that TIF is solely used to
finance on an individual project basis. General taxation
risks the problem that revenues become used as a general fund for operations and annual budgets rather than
for specific capital projects.
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