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Defining Hyperloop (key for 
investors): 
 
* Confined environment 
* Low pressure within that environment 
* High speeds 
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Please never forget this key distinction!: 
 
 Funding the Hyperloop versus financing the 
 Hyperloop 
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Hyperloop funding refers to the underlying 
resources (dollars, Euros) necessary to pay for the 
system, including design, construction, operation 
and maintenance  
   
Only two broad categories of funding: some type 
of direct user fee or some type of broader 
dedicated tax revenue not linked to usage 
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Best approach: charge a system-wide, real-

time variable per-use price to use the 

Hyperloop (please avoid “toll”, “fee” or “rate”) 

 

This is the Hyperloop’s funding model: charge 

per mile (or per minute?) to use the network 

 

This is the model for other utilities: per KwH 

for electricity, per BTU of natural gas, per 

minute of cell use, per gallon of water, etc. 
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The price paid per mile in the Hyperloop reflects 
customer’s value, or benefit, or willingness-to-pay 
(please do not call them “users”) 
 
That value is read off the demand curve for 
Hyperloop use, and gives us revenue (or $ of 
funding)! 
 
 
 



Hyperloop Pricing and Revenue 
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Once reliable funding is in place via prices, 
then Hyperloop financing can come from 
many sources 
 
Financing provides the giant upfront 
payments needed for design & construction 
(i.e., the “capital cost”) 
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Infrastructure Financing Sources in the United States 

 

Tax-exempt municipal bonds 

 

Privately issued corporate bonds; private activity bonds 

 

TIFIA (Transportation Infrastructure Funding and 

 Financing Act) or RRIF loans 

 

Direct equity investment by a private investor (often 

 considered the key aspect of a PPP; hedge funds, 

 private equity, venture capital, and institutional 

 investors (after de-risking)) 

 

State revolving funds (SRFs) , etc. 

 



Cornell Program in Infrastructure Policy 

 
Key novel economic characteristic of the 
Hyperloop: Likely to evolve into a network 
industry 
 
Individual lines or routes will interconnect at hubs 
or stations (called “nodes” in economics) 
 
This vastly increases the value of the network 
because it increases the number of O/D pairs: 
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 Economies of Scale versus Network Economies 
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Network economies vastly increase the value, 
benefit or willingness-to-pay for use of the 
Hyperloop! 
 
Go back to demand curve: D-curve will shift out 
(or up) once Hyperloop becomes Hypernet 
 
This improves your funding story for investors! 
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Please think of Hypernet use as a commodity as soon as 
possible  
 
Need to standardize the usage unit ASAP (with spot and 
forward markets for use) 
 
Should think of it as a common carrier conduit: The 
system will not turn away any paying customer (subject 
to HAZMATS, etc.) 
 
This is like a utility (e.g. trucks, RR are common carriers), 
and improves your funding story 
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Innovative Examples of Markets for Utility 
 Services priced in real time: 
 
* Wholesale electricity markets 
 
* Markets for the use of radio spectrum 
 
* Markets for road use (in future?)  



Project Delivery: The Hypernet and 

Public-Private Partnerships (PPPs) 

The Hypernet’s funding approach creates an 
excellent environment for financing via public-
private partnerships (PPPs) 

 

PPPs refer to the bundling together of various 
project elements, combined with risk-transfer to 
private investors 

 

I propose a new end-to-end PPP model for the 
Hypernet: Design, Build, Finance, Operate, 
Manage, Recycle (DBFOMR) 
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Three Key Characteristics of PPPs: 

 

1. Bundling of delivery functions (e.g. project design, 

construction, operation, maintenance, and financing) 

 

2. The transfer of risks from taxpayers to private partners 

 

3. A long-term relationship between the public-sector 

project sponsor and the private partner 
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Critical financial/legal tools for managing Hyperloop 

project risk: 

 

* Project financing (project debt is backed only by 

 project-generated revenue, not parent 

 companies) 

 

* Special-purpose vehicles (SPV)/ bankruptcy-

 remove entities 
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Thank you! 
 

Further reading:  
 

“Dynamic Road Pricing is the Only Way to Cut Congestion,” (Peter Cramton, R. 
Richard Geddes and Axel Ockenfels) forthcoming, Nature, August 2018. 

“Markets for Road Use: Eliminating Congestion through Scheduling, Routing, 
and Real-time Road Pricing,” (Peter Cramton, R. Richard Geddes and Axel 

Ockenfels) Working Paper, University of Cologne, January 2018. 
[Nature, Presentation, German press, Wall Street Journal, New York Times] 

 
Contact: rrg24@cornell.edu 

 
 
 

http://www.cramton.umd.edu/papers2015-2019/cramton-geddes-ockenfels-dynamic-road-pricing.pdf
http://www.cramton.umd.edu/papers2015-2019/cramton-geddes-ockenfels-markets-for-road-use.pdf
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http://www.cramton.umd.edu/papers2015-2019/cramton-geddes-ockenfels-markets-for-road-use.pdf
http://www.cramton.umd.edu/papers2015-2019/cramton-geddes-ockenfels-markets-for-road-use.pdf
http://www.cramton.umd.edu/papers2015-2019/cramton-geddes-ockenfels-markets-for-road-use.pdf
http://www.cramton.umd.edu/papers2015-2019/cramton-geddes-ockenfels-dynamic-road-pricing.pdf
http://www.cramton.umd.edu/papers2015-2019/cramton-geddes-ockenfels-markets-for-road-use-slides.pdf
http://www.cramton.umd.edu/papers2015-2019/sz-eliminating-congestion-is-possible.pdf
http://www.cramton.umd.edu/papers2015-2019/cramton-geddes-how-tech-can-eliminate-congestion-wsj.pdf
http://www.cramton.umd.edu/papers2015-2019/hu-is-your-e-zpass-the-key-to-congestion.pdf
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