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As cities and states make news by selling assets or privatizing their management -- such as student loan
portfolios and toll roads -- scripture and lore leap to mind. Public officials might daydream about the goose
that keeps laying golden eggs, but also remember the Biblical Esau, who sold his birthright for almost
nothing, and King Midas, who learned the hard way what it means when monetized assets are no longer there
to hold.

Cautionary tales like these aren't slowing the pace of deals, many of which are driven by the pursuit of
one-time cash infusions or the belief that the private sector can better control operating and maintenance
costs. Chicago recently netted a whopping $1.8 billion by leasing its 7.8-mile Skyway for 99 years while
Indiana is leasing a 157-mile toll road for 75 years for a cool $3.8 billion.

But as more jurisdictions take the plunge, they need policy-driven criteria and strategies for determining
which properties to put on the block and how to get the most out of each.

Privatization is a popular, politically seductive label these days, but it has many meanings and profound
long-term implications. When it comes to real estate, the public sector is often particularly unprepared to
negotiate with the private sector and rarely has considered all the issues.

Will the newfound funds be used prudently? Citizens should be concerned when politicians, whose horizon
may be limited by the next election, talk about disposing of assets for short-term budget relief rather than
about the community's long-term needs. In Canada, revenues from offloading public property mainly go to
renovating and repairing other capital investments.

Other tough questions should dog officials thinking about selling or leasing public goods. Might the asset be
needed later? Should, for instance, old railroad corridors be sold when the next generation might have the
needs and funds for more walkways or bike paths? Are current green spaces far from the madding crowd
likely to be public oases amid sprawl in 20 years?

Questions like these can make long-term leases look better than outright sales, but not every asset
appreciates over a century. Outdated water treatment plants, for instance, may cost more to demolish than
they are worth.

Public officials need to follow the "first, do no harm" rule, making sure that the private-sector use is consistent
with the community's values. Requiring a certain amount of open space with the sale of surplus land, for
example, reduces the price obtainable from private buyers, but at least government won't find itself buying
back some of the property later or fighting a protracted legal battle at taxpayers' expense. More generally,
potential partners need to be reliable and trustworthy -- good long-haul marriage partners, not just exciting
dates.

Another question: how valuable is the asset really? For example, a city might not be able to do much with its
tiny, scattered parcels of land, so a proposal to sell them may lead to more affordable housing, maintenance
savings, and stronger neighborhoods.

Yet, however efficient, business can't be expected to magically cut costs, rehab or redevelop structures or
sites, and wait for the user base to grow all at once. Metro Denver's E-470 toll road through a developing but
still sparsely populated area, for instance, isn't the juicy investment that the only passable artery connecting
Mexico's main cities might be.

Similarly, surplus land might need drainage tiles or a cleanup approved by the Environmental Protection
Agency before business will take an interest. Or a public utility might need a bigger customer base or new
fuel sources. Misunderstanding or misrepresenting an asset only wastes time and invites trouble.
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The timing also has to be right. Whether jails, toll roads, transit systems, and the like attract private investors
depends mightily on how much capital costs at the moment and on whether prospective investors looking at
public assets can find sweeter deals in the private market.

Besides these general guidelines, governments eager to unload assets need to make some commonsense
administrative moves. They need to accurately inventory what they own and keep the list up to date. They
need to give agencies with expendable assets incentives to part with them -- perhaps a cut of the take.

And, if they don't employ experts on assets, they need to hire them rather than risk expensive mistakes and
oversights. Even then, the policy and political ramifications shouldn't be underestimated. The donnybrook
over the Indiana Toll Road demonstrates that resistance to change, labor fears, and a little patriotism can
create a toxic stew for lawmakers.

As both the opportunities and temptations of unhanding government assets multiply, the wisdom of the ages
comes in handy. But making the most of public property also requires clearly enunciated principles,
administrative savvy, technical expertise, planning, and sound policy. Without all, good deals may turn out
too good to be true.
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