Privatization of parking services: Bad for The Ohio State University and the state of Ohio

Parking facilities at The Ohio State University serve a diverse clientele: students, staff, faculty,
and visitors, including prospective students, their parents, and alumni. Parking service is a non-
profit operation that collects money from its customers to cover day-to-day expenses that include
the campus bus service, the repayment of loans used for parking structures, and the salaries and
benefits of Ohio workers and a significant number of OSU students.

OSU administration says that the university needs a large cash infusion to foster the development
of core academic activities in the future. Among other initiatives to raise cash quickly, OSU
administration has proposed to privatize parking operations for the next 50 years through a lease
to a private operator, on the grounds that parking services are not part of the core mission of the
university. We strongly disagree with this interpretation, because parking services are essential
for student access to classes, faculty access to students, and staff access to work. But even if we
agreed, we believe this proposal is not in the best interest of OSU for several reasons.

Under the administration’s proposal, the private operator would provide a large, one-time up-
front payment in exchange for the right to operate parking on campus and keep all the revenues
paid by those who park on campus for the next 50 years. This deal is equivalent to a loan to
OSU, repaid for the next 50 years with the foregone revenue that OSU would have received if it
retained control of parking. Instead, that money would go to the private operator, in addition to
whatever additional amount the operator could raise from higher prices or greater volume. This
loan would be repaid by a captive market of students, their parents, staff, faculty, and alumni, at
fee levels that the parking operator would be permitted to raise well above the average increases
of the recent past.

Under the plan, the private operator would be responsible for maintaining, not improving, current
service levels. Meanwhile, OSU would retain responsibility for many of the expenses now paid
for with parking revenues. It would also acquire unknown new compliance monitoring and,
possibly, litigation costs. When this revenue source now obtained by OSU for parking
disappears, how would the administration cover these costs? They would need to divert money
from elsewhere, or raise other fees from students, staff, and faculty.

The university has proposed that an up-front payment of $400 million, for example, could be
invested long term to fund core mission activities on campus (i.e., scholarships, faculty hiring,
etc.) “in perpetuity” (http://oncampus.osu.edu/2012/02/getting-down-to-basics/). However, a
financial analysis shows that unless the private operator were willing to lend OSU far more than
$400 million, there would be much less money available than the administration has claimed to
invest in the academic core — if any. (For more detail see http://cse.osu.edu/~weide/parking/.)

This up-front payment of $400 million would buy the operator a monopoly of parking at OSU.
As has been the case in prior experiments of this sort (e.g., in Chicago and Indianapolis), the
preeminent concern of the private operator is profit for itself and a group of financial investors,
and not necessarily good services priced in a fair manner. In April 2012, for example, Chicago
was threatened with a lawsuit for $200 million because it allowed a private company to construct
a new garage arguably in violation of the original contract, which said the city could not allow



the opening of any new parking facilities that would compete with the private operator under the
deal signed in 2006 (http://www.suntimes.com/news/watchdogs/11840471-452/chicago-faces-
200-million-claim-over-privatized-parking-garage.html). Privatization of parking has failed at
other universities. In 2011, after 25 years of management by a private operator, Vanderbilt
University Medical Center brought the entire operation back in-house because they thought they
could provide much better customer service, be more sensitive to campus culture, and keep the
revenues.

Another issue is that the investor groups controlling parking at OSU would not be based in Ohio.
The Wall Street Journal (4/1/12) reports that two of the bidders for the OSU parking revenues
are the Carlyle Group and Macquarie Group Ltd., the former based in New York City and the
latter in Australia; the other two qualified bidders are also based in Australia. Thus, revenues
paid for parking by OSU workers and students would likely flow out of Ohio instead of staying
here at home.

The scheme proposed to monetize parking services is bad for OSU. The faculty have
overwhelmingly suggested that OSU administration not privatize parking. (A recent faculty-run
survey found 84% are opposed!) Privatization of parking would result in profits for private
investors at the expense of all who need to park on campus in return for limited or even no new
resources for the university. It also raises very important questions about the legal and social
implications of privatizing public infrastructure. There must be other, more beneficial, and more
innovative ways to deal with funding for the University, and we encourage OSU’s leaders to
pursue them.
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