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A B S T R A C T

T his paper reviews and analyzes various innovative Financing tech
niques for highw ay and transit. W ith  federal support d im inishing and 
transporta tion  needs growing, agencies are seeking new ways to m eet 
this crisis. T he techniques discussed fall into the four broad categories 
of: (1) charges on benefiting properties; (2) jo in t ven ture approaches; (3) 
user charges; and (4) m arketing and m erchandising approaches. C harges 
on benefiting properties recognize that there are specific beneficiaries who 
gain from transporta tion  im provem ents and include: connector fees, 
negotiated investm ents, special benefit assessm ent, tax increm ent finan
cing and im pact requirem ents. Jo in t ventures with the private sector 
recognize tha t it is m utually  advantageous for public and private sectors 
to cooperate on transporta tion  projects and include the techniques of 
land /a ir rights leasing, donations for capital im provem ents and cost shar
ing. U ser charges are intended as direct paym ents for services rendered  
and are classified as m otor vehicle taxes and fees, tolls, com m ercial park 
ing taxes and taxes on m otor fuels. M arketing  and m erchandising ap 
proaches include advertising and m erchandising. None of the techniques 
are a panacea for transporta tion  finance bu t w here appropria te  condi
tions exist, they can be effectively used to finance the grow ing tran sp o r
tation needs of ou r nation.
IN T R O D U C T IO N

T he years ahead are likely to be challenging ones for the tran sp o rta 
tion profession. In  some parts of the country , particularly  in the south
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and west, there are accelerating dem ands for the extension of tran sp o r
tation  services to m eet the needs of rapid ly  grow ing populations. M ean 
while, in m any of the n a tio n ’s o lder cities, transporta tion  infrastructu re 
and rolling stock are rapidly aging and will likely need replacem ent or 
substantial rehabilita tion  in the not too d istan t fu ture. T here  will also 
be continuing calls for the expansion of services to meet the needs of special 
populations, such as for the elderly, the handicapped , lower incom e 
households, etc. In  this tim e of increasing dem ands for transpo rta tion  
facilities and  services, resistance to local tax increases rem ains strong, 
and federal assistance upon which state and local governm ents have relied 
so heavily in the past is rapid ly  dim inishing. D uring  these tim es of fiscal 
change, transporta tion  agencies are seeking new ways to meet increas
ing needs. T his paper exam ines financing options tha t are available to 
com m unities and analyzes their applicability.

States, towns, and cities throughout the nation have developed a host 
of innovative techniques in an attem pt to grapple with new fiscal realities. 
T hese techniques fall into four b road  bu t in terrelated  categories. T hey  
are: (1) charges on benefiting properties; (2) jo in t ven tu re approaches; 
(3) user charges; and (4) m arketing  and m erchandising approaches. This 
paper reviews some of the key techniques w ithin these broad categories 
and analyzes how they can be em ployed by transporta tion  professionals 
to m eet future needs.

C H A R G E S  O N  B E N E F IT IN G  P R O P E R T IE S
C harges on benefiting properties recognize tha t there are specific 

beneficiaries who gain from transporta tion  im provem ents. T echniques 
w ithin this category a ttem pt to identify these beneficiaries, capture some 
of the value generated by the im provem ents, and channel cap tured  
revenue into support of the transportation  system. Five techniques within 
this category appear particularly  prom ising. They are: C onnecto r Fees, 
N egotiated  Investm ents, Special Benefit A ssessm ent, T ax  Increm ent 
Financing, and Im pact R equirem ents. A review of these techniques, their 
advantages and  disadvantages and  how they work, is furnished below.
C onnector Fees

A technique which has recently received considerable a tten tion  p a r
ticularly for rail transit financing is tha t of connector fees. C onnector fees 
are charges to ow ners or developers of buildings adjacent to a tran spo r
tation  facility for being physically connected to it. T hey  are typically of 
three types.

•  L um p sum  paym ents to com pensate for capital cost of knockout 
panels, plaza areas, etc.;

•  An annual con tribu tion  to the operating  costs of the facility, such 
as station m ain tenance; or
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•  ‘In  lieu ’ dedication of p roperty  for station areas o r easem ents.(10) 
T here  are a n u m b er of excellent exam ples of com m unities that have 

used, or are developing plans for the use of, connector fees. In 
W ashing ton, D .C ., a departm en t store (W oodw ard and  L oth rup) paid 
$500,000 for a knockout panel to connect the s to re’s basem ent level to 
the reg ion’s M etro  system. T he store experienced an initial 53 percent 
increase in retail sales volum e and  to date, has realized subsequent in 
creases each tim e the W ashington, D .C . M etro system has expanded .(10) 

A second exam ple is tha t of D ade C ounty , Florida. D ade C oun ty  
expects tha t approxim ately  $5 m illion in revenues can be collected from 
the dow ntow n com ponent of the ir M etrorail system , curren tly  under 
construction.

C om m unities interested in instituting connector fee program s should 
be aw are tha t m any agencies do not cu rren tly  possess the legal pow er 
to negotiate connector fees. E nabling  legislation is often necessary as a 
prerequisite  to institu ting  such a p rogram . A second obstacle is the fact 
tha t developers often hesitate to pay for access to a transpo rta tion  facil
ity or transit line. T o  be successful w ith this approach, it is necessary 
to docum ent the types and level of benefits likely to result from the 
connection.

N egotiated  Investm ents
A negotiated  investm ent is an agreem ent betw een a developer and 

a public body, through  which the form er agrees to either m ake a needed 
public im provem ent or to con tribu te  a fixed sum  tow ards an im prove
m ent which will benefit his developm ent. T h is con tribu tion  is usually 
m ade in exchange for some concession needed by the developer. Local 
governm ents can often utilize their zoning and building perm it authorities 
to bargain  with developers to pay for transit related im provem ents re 
qu ired  to provide access to the new developm ent a re a .(7)

T he fact that negotiated  investm ents are tied to land use regulations 
can som etim es present problem s for transpo rta tion  agencies. T his is due 
to two factors. First, legal issues frequently  arise question ing  the extent 
to which a governm ental body can attach  conditions to zoning and  o ther 
police powers; and  second, transporta tion  agencies have no control over 
zoning and land use regulations. As a result of the la tter, tran spo rta tion  
agencies m ust frequently work with o ther governm ental agencies, as well 
as with developers, to obtain the desired results. Needless to say, this 
can be a cum bersom e and tim e consum ing process.

O ne of the best exam ples of a negotiated investm ent is in New York 
C ity. A group of developers are providing $31.5 million to tha t C ity ’s 
M T A  to renovate an overcrow ded subw ay station. T he $31.5 m illion is 
part of $100 million “ am enity  package”  of public im provem ents for the 
developers’ proposed housing and com m ercial project along the H udson
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River. T he contribution is the result of negotiations between the developer 
and  the New York C ity  P lanning  C om m ission to change the zoning of 
the project site from  m anufactu ring  to residential u se .(7)

A second exam ple of a com m unity  tha t has used negotiated  in 
vestm ents successfully is Fairfax C ounty , V irg in ia . In tha t county , a 
developer recently contributed almost $20 million in road im provem ents, 
only a portion  of which were required  for his developm ent, in exchange 
for being allowed to construct approxim ately  4 m illion square feet of of
fice and hotel space in an area which had previously been zoned for 
residential pu rposes.(11)

Special B enefit Assessm ent
Special benefit assessm ent is based on the prem ise tha t some or all 

of the costs associated with a public im provem ent should be borne by 
properties w ithin a well defined area benefiting from the project (e .g ., 
the benefit assessm ent district). T he assessm ent can be either a one-tim e 
fee or a re-occurring  charge over a period of years.

G enerally , an a ttem pt is m ade through  this technique to apportion  
the assessm ent on a particular piece of property  in relation to the am ount 
of benefit received. T his is done by utilizing in the assessm ent form ula, 
such factors as site size, floor area , and distance from the im provem ent.

There are several excellent examples where com m unities have utilized 
special benefit assessm ent as a m eans of m eeting  local transpo rta tion  
needs. M ain tenance of the 16th S treet transit mall in dow ntow n D enver 
is being funded through a special assessm ent charged to property  owners 
im m ediately adjacent to the mall corridor. A 1978 revision to the city 
charte r perm itted  creation of the special district. T he first year assess
m ent was expected to be approxim ately  1.5 million do llars .(8)

C om m ercial property  located in a special benefit assessm ent district 
in Los Angeles is being assessed to support a fixed rail transit system . 
W ith  an assessm ent of 27.5 cents per square foot, property  owners will 
con tribu te  $250 m illion tow ard the p ro jec t.(l)

Experience has shown both m ajo r advantages and  disadvantages 
associated with this technique. O n  the plus side, this technique is politi
cally m ore acceptable than m any o ther innovative financing techniques. 
T his is because only properties directly benefiting from an im provem ent 
are assessed to pay for it. O n  the m inus side, how ever, there are often 
legal problem s associated with this technique, both with property owners 
who frequently challenge the establishm ent of the assessment district, and 
issues related to the form ula used to determ ine the assessm ent.
T ax Increm ent F in ancin g

T ax  increm ent financing is based upon the prem ise that public im 
provem ents spur developm ent in areas su rround ing  them  and, thereby,
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increase property tax revenues. Projected increases in property  tax 
revenues are used to back bonds with which the public im provem ent is 
financed. A lternatively, annual increm ents of tax revenue are deposited 
into a fund dedicated to im provem ents with the T IF  district itself.

T ax  increm ent financing typically works in three basic steps. First, 
a tax increm ent financing district is established covering the area likely 
to benefit from the project or im provem ent. Second, a base year of as
sessed property  values is established. Finally, as property  values in the 
district rise, resulting increases in property taxes are dedicated to the im 
provem ent, while the taxes on base line property  values are d istributed  
to pre-existing taxing jurisd ictions.

T here  are a num ber of issues which com m unities should be aw are 
of p rior to u tilizing this approach. First, enab ling  legislation is necessary 
before this technique can be em ployed. To date, such legislation has only 
been passed by about half of ou r state legislatures. Second, it is hard  to 
justify  utilizing increases in property  tax revenues w ithin the tax incre
m ent financing district solely for transit or transportation  purposes. This 
is due to the fact that it is difficult to separate transit induced values from 
the m yriad  of other econom ic forces at work in a T IF  district. Finally, 
there is often a great deal of political resistance to the creation of T IF  
districts. Such resistance comes from related taxing jurisd ictions, such 
as hospital districts, school districts, etc. which rely heavily on property  
tax revenues and which will be deprived of additional income in the tax 
increm ent financing district.

T here has not been m uch experience in this country  with tax incre
m ent financing for transporta tion  purposes. In fact, although this tech
nique has been used extensively in redevelopm ent projects (some of which 
have had transpo rta tion  com ponents), until recently the only tran sp o r
tation use has been for financing of the Em barcadero Station in San F ran 
cisco.(6) Prince G eo rge’s C ounty , M ary land , begain using T IF  as a 
means of financing transportation im provem ents within its newly develop
ing areas. Since the necessary enabling  legislation was adopted by the 
M ary land  legislature some six years ago, Prince G eorge’s has established 
ten T IF  districts. T hus far, these d istricts have generated  some $8.5 
million in revenue.(9)
Im pact R equirem ents

A final technique by which some of the benefits generated  by 
transporta tion  im provem ents can be recouped is through im pact re 
quirem ents. Im pact requirem ents are charges or other conditions imposed 
upon developers to m itigate or com pensate for the im pact of the ir p ro 
jects. Such requirem ents are established by local ordinances and  are ad 
m inistered through  local police pow ers, usually the build ing perm it p ro 
cess. T he requirem ents m ay take several form s, from a fee based on the
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square footage of new developm ent, to the sponsorship of a ridesharing 
program . (8)

Im pact requirem ents generally meet two types of political resistance. 
Developers often argue that such requirem ents im pede growth and 
econom ic developm ent. C itizen  groups, on the o ther hand , frequently 
argue tha t such requirem ents are not stringent enough.

Som e of the best exam ples of the utilization of im pact requirem ents 
are from the state of California. T hrough  the enactm ent of a T ran sit 
D evelopm ent Fee O rd inance in San Francisco, for exam ple, developers 
can be required  to pay up to $5 per square foot of new office space to 
com pensate for the likely im pact of their developm ents on transit ser
vices.(5) In Placer C ounty, C alifornia, developers are required to design 
ridesharing  program s in o rder to reduce potential traffic congestion .(7)

J O IN T  V E N T U R E S  W IT H  T H E  P R IV A T E  S E C T O R
A second category of techniques is that of Jo in t V enture Approaches. 

These techniques recognize that it is frequently m utually  advantageous 
for the public and private sectors to cooperate on transportation  projects. 
T here are three m ajor techniques w ithin this category: (1) land /a ir rights 
leasing, (2) donations for capital im provem ents and/or operating expenses, 
and  (3) cost sharing.
L and/A ir Rights L easing

W here a transporta tion  agency owns land that it does not need in 
the foreseeable fu ture for transporta tion  purposes, or w here a parcel is 
not being utilized to its potential, the full value of such properties can 
som etim es be realized by leasing the air, surface, or subsurface rights. 
Such leases provide a steady and dependable stream  of incom e du ring  
the life of the lease, usually 99 years. This incom e can be utilized to off
set operating  expenses or the costs of capital im provem ents.

Evidence from several com m unities that have engaged in such leases 
suggests two m ajor issues. T he first is a legal issue, and relates to the 
fact tha t em inent dom ain  powers are frequently used to assem ble land 
for transporta tion  projects. Several court cases have questioned the em i
nent dom ain  powers of public entities to ob tain  air and subsurface rights 
in excess of those needed to achieve the objectives for which the land was 
condem ned. T he second issue is one of equity. C itizen  groups alm ost 
invariably  question the equitability  of lease arrangem ents, argu ing  that 
the public does not benefit sufficiently u n der such contracts.

T here  are m any excellent exam ples of com m unities tha t have used 
such lease arrangem ents. A ir rights over D en v er’s Civic C en ter T ransit 
District were leased to J .  W . G albreath  and C om pany in 1981. This lease 
is expected to provide some $55 m illion in incom e to the R T D  du ring  
the first 15 years.(7)

17



In M iam i, the a ir rights over land  adjacent to the D adeland South 
Station curren tly  u n der construction, was leased in exchange for the ac
quisition of the one-acre site for the station. T he a ir rights will enable 
the developer to build 600,000 square feet of office space, 50,000 square 
feet of retail space and a 300 room hotel. T he lease requires the developer 
to pay 4 percent of unad justed  gross incom e for each year of the lease.(2) 
B eginning in 1986 the Office of T ran sp o rta tion  A dm inistration  for 
M etropolitan  D ade C oun ty  expects to receive paym ents of 2-3 million 
dollars per year from  the lease.

D onations
Several com m unities have been successful in ob tain ing  donations 

from the private sector to improve services or expand their transit systems. 
D onations are generally of two types: (1) m onetary  donations for capital 
im provem ents or the extension of services; o r (2) donations of real p ro 
perty  as sites for transit facilities.

N ine m illion dollars was raised, in two years, by San F rancisco’s 
C om m ittee to Save the C able C a rs .(7) In G ran d  R apids, M ich igan , the 
A rea T ran sit A uthority  received a $100,000 donation  as the local m atch 
for lengthening one of the system ’s routes to service the local zoo. In New 
port Beach, C alifornia, the developer of a mall donated  land for a transit 
center and  contribu ted  $300,000 tow ard the operation  of a shuttle 
service. (8)

T he exam ples cited above are typical of the types of donations re 
ceived. T hey  are generally m ade in connection with some highly visible 
project through  which com panies or individuals will be recognized for 
their contributions, or they are m ade for reasons of pure self interest (i.e ., 
to increase access to a developm ent).

It is also im portan t to consider two other issues w hen contem plating  
the use of this technique. First, it is im portant to realize that the transpo r
tation  agency m ust be legally em pow ered to accept donations. M any  
transpo rta tion  agencies currently  do not have this power. Second, one 
m ust consider both donors and  investm ent opportun ities when 
establish ing a system for donations. If  a non-profit tax exem pt com m it
tee is established to accept the donations, such contribu tions can be in 
vested w ithout tax liability, and corporations m aking contribu tions are 
eligible to receive tax w rite-offs.(7)

Cost Sharing
T he final, and m ost effective jo in t ven tu re technique is cost sharing. 

T his technique has been used successfully by com m unities th roughout 
the nation . It is based upon the fact tha t, in o rder to gain a long-term  
com petitive advantage for the ir projects, developers are often w illing to 
share operating  expenses or con tribu te  to the capital construction  costs
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of transpo rta tion  facilities that are interconnected to, o r in tegrated  w ith, 
the ir developm ents.  (10)

Los Angeles was the first city in the U .S . to negotiate an individual 
station m ain tenance and  capital cost sharing agreem ent for a then p ro 
posed dow ntow n people m over. In  W ashington, D .C ., owners of In te r
national Square D evelopm ent provide heating  and a ir conditioning for 
the F arrag u t W est M etro  S ta tion .(10) Sim ilarly, in Des M oines, Iow a, 
a real estate firm is sharing  in the s ta rt-up  cost of a bus service to an 
outly ing a re a .(6)

T here  are several im portant m atters to consider when im plem enting 
a cost sharing program . Param ount am ong these is the fact that developers 
or groups who cost share should be included in the design stage of a 
transportation  facility. This generally assures an im proved overall design 
of the subject station area, and affords the partic ipating  developm ent in 
te rest an  im p ro v ed  short an d  lon g -te rm  co m p etitiv e  m a rk e t 
ad vantage. (10)

As with o ther jo in t venture techniques, transportation  agencies m ust 
possess the legal authority  to en ter into cost sharing  agreem ents.

U S E R  C H A R G E S
A third group of techniques is known as user charges. In their original 

form , user charges were direct paym ents m ade for services rendered , 
highway tolls and bus fares being good examples. M ore recently, the con
cept has been broadened  to include a wide range of o ther revenue collec
tion techniques that do not have such a direct link betw een payer and 
purpose. T o  the extent that the payer is identified as a user of a p a r
ticular transpo rta tion  facility or service and  the fee, tax, or excise is 
uniquely applied to the general pubic, the m echanism  can be classified 
as ‘U ser-P ay ’.(4)

“ U ser C h arg e s”  or “ U ser-P ay ”  approaches, o ther than  fares, can 
be classified into four broad groups. They are: M otor Vehicle Taxes and 
Fees, Tolls, C om m ercial Park ing  T axes, and  T axes on M oto r Fuels.
M otor V ehicle T axes and Fees

T here  are a nu m b er of fees on m otor vehicles which have or could 
be used for transpo rta tion  purposes. T hey  include: d riv e r’s license fees, 
m otor vehicle excise taxes, registration fees, heavy vehicle taxes, tire taxes, 
personal p roperty  taxes on m otor vehicles, safety sticker fees, etc. 
R evenues collected from  taxes and fees are used for both transporta tion  
and non-transportation purposes. W here they are being used for transpor
tation purposes, it is generally for highway related expenses. Nonetheless, 
the case has been m ade for utilizing such fees to finance transit, on the 
grounds that transit systems reduce congestion on highways and thereby 
provide benefit to all travelers.
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D isadvantages of u tilizing m otor vehicle taxes and fees for financing 
transporta tion  are of four types:

1. M any techniques w ithin this category, particularly  license, titl
ing, and registration fees, vehicle excise taxes, personal p roperty  
taxes on vehicles, and safety sticker fees, are insensitive to the 
am oun t of vehicle u se .(4) O ther techniques within this category, 
including heavy vehicle, w eight-distance taxes, tire, parts, and 
repair excise taxes, do not suffer this lim itation.

2. T he adm inistrative costs to collect most m otor vehicle taxes are 
relatively high, although adm inistrative m echanism s are in place 
for m any of them .

3. Som e of the taxes and  fees w ithin this category, are difficult to 
collect. For exam ple, since m any personal property and reg istra
tion taxes are levied only in a localized area , anyone claim ing to 
reside outside of the area  is exem pt.(5)

4. Finally, the utilization of taxes and fees w ithin this category to 
subsidize o ther than highw ay travel often lacks political feasibil
ity. T his is due to the fact tha t m any vehicle owners object to sub
sidizing transit through such approaches.

A m ajor advantage of approaches w ithin this category relates to the 
fact tha t, once established, these techniques can produce a steady and 
dependable income stream  for transpo rta tion  purposes.

T here  are exam ples throughout the country  where such taxes are be
ing used for both transporta tion  and  non-transporta tion  purposes. 
V irgin ia, for exam ple, allows m unicipalities to impose personal property 
taxes on vehicles.(6) A surcharge on vehicle license has a partia l prece
dent in W ashington State’s two percent tax on the value of m otor vehicles. 
T he proceeds of that state tax are shared with local transit d istric ts.(10) 
M otor vechicle excise taxes in M inneso ta are being used to support 
transporta tion . U n d er provision of legislation passed in 1981, 76 p er
cent of m otor vehicle excise tax revenue will be transferred  by 1992 to 
the state highw ay program  and 25 percent of revenues will be used to 
support state transit assistance program s. Also, the federal governm ent 
and m any states impose additional “ heavy vehicle”  taxes.(3)
Tolls

Fees for access to highways, bridges and tunnels can be a significant 
source of revenue. Such fees are often collected by regional or turnp ike 
au thorities tha t operate outside state or local control. T rad itionally  fees 
from tolls have been used solely for highw ay finance, although the case 
has been m ade for using tolls in congested areas to finance transit on 
the grounds that such areas would be more congested were transit not 
provided.

Several factors m ust be taken into account before im plem enting tolls.
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First, enabling  legislation is requ ired  before this, (or most o ther financ
ing techniques) can be em ployed. F u rther, if a state imposes tolls on an 
in terstate facility, it m ust pay back the federal governm ent its original 
con trib u tio n .(6)

States that own and operate toll facilities include: C alifornia, C o n 
necticut, D elaw are, F lorida, G eorgia, Illinois, M ichigan, M issouri, 
N ebraska, New H am psh ire , New Jersey , New Y ork, O hio , O klahom a, 
Pennsylvania, T exas, V irgin ia, and  W est V irg in ia . New York, 
Ph iladelphia, and San Francisco have used tolls to help finance transit. 
For exam ple, the T riborough  Bridge and Tunnel A uthority  annually con
tribu tes over $100 m illion to meet New York C ity ’s transit deficit.(6)
C om m ercial P arking Taxes

Several com m unities have recently begun taxing com m ercial p a rk 
ing lots. Such taxes are borne either by the parker o r by the lot operator. 
T axing  com m ercial parking shows great prom ise in that it has the po ten
tial of both serving as a perm anent local funding source for transit and 
transpo rta tion  im provem ents and  for increasing farebox revenue.

New York C ity and San Francisco have both used this technique very 
successfully. A six-percent tax on com m ercial parking in New York C ity 
yields approxim ately  $12 million per year. A 25 percent tax on com m er
cial park ing  in San Francisco generates approxim ately  $5.5 million 
annually .

Several im portant issues have been raised regarding taxing com m er
cial park ing  lots. Studies have shown tha t parking price strategies m ay 
alter travel behavior. If  this is indeed the case, then com m ercial park ing  
taxes m ay be a m eans of increasing transit ridership. T he converse a rgu 
m ent is that com m ercial park ing  taxes can discourage dow ntow n shop
ping and job  seeking and, thus, in an overall sense be coun terp roduc
tive.(6) F urther questions of equitability have been raised, suggesting that 
all long-term  downtown parkers should be included in any taxing scheme, 
not ju s t parkers w ithin com m ercial lots.
T axes on M otor Fuels

Taxes on m otor fuels, including gasoline, diesel and gasohol, have 
trad itionally  been used only for road and highway construction  and 
m ain tenance, although in recent years such funds have been used to 
finance transit. Such taxes can provide an ongoing revenue source for 
transpo rta tion , and  since they vary with fuel usage, they are to some ex
tent sensitive to levels of benefit received.(10)

M oto r fuel taxes are em ployed by every state in the country , with 
rates rang ing  from 5 to 14 cents per gallon. V irg in ia recently adopted  
a 2-cents-per-gallon increase and an additional 4 percent tax in N orthern  
V irg in ia , to help finance the W ashington, D .C . m etropolitan  area tra n 
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sit system. Illinois, FLorida, Tennessee, and V irginia allow local ju risd ic
tions to tax m otor fuels and  earm ark  revenue for tran s it.(6)

T w o m ajor advantages of m otor fuel taxes are tha t they are easily 
adm inistered , and  since they are often tied to fuel prices, they tend to 
rise and fall with inflation, which can be a disadvantage in tim es of declin
ing petro leum  prices.

M A R K E T IN G  A N D  M E R C H A N D IS IN G  A P P R O A C H E S
Tw o additional techniques are already being used by m any transpor

tation agencies throughout the country to supplem ent traditional revenue 
sources. T hey  are: (1) A dvertising /M arketing  A pproaches and  (2) M e r
chandising  A pproaches.
A dvertising /M arketin g  Approaches

T ransit stations, buses, trains and highways m ake excellent locations 
to m arket goods and  services due to the large volum e of people com ing 
into contact with them  daily. W hile transit agencies frequently  take ad 
vantage of this fact by ren ting  or leasing advertising  space in high traffic 
areas, highw ay agencies do little in the way of raising  revenue th rough  
advertising. M echanism s em ployed include: kiosks in term inals and  on 
board ing  paths; rental display cases; audio-visual displays; and panel 
boards on and in trains and  buses.

C ities throughout the U nited  States are using advertising  as a m eans 
of raising  revenue for transit. M T A  in New York C ity  raises alm ost 
$17,000,000 annually , while M etro  in W ashing ton, D .C ., raises $1.6 
m illion, and  the C T A  in C hicago alm ost $2.2 m illion .(10)

Cities which have employed this approach report two m ajor problems: 
(1) kiosk advertising can hinder security by shielding areas from the views 
of security cam eras and  guards; and  (2) kiosks are often vandalized.

Pennsylvania has extended the concept of transpo rta tion  related 
advertising, by selling special o rganization  license plates to m em bers of 
such groups as the Elks, the M asons, the V eterans of Foreign W ars, the 
A m erican Legion, etc. These plates publicize the organizations and  at 
the same tim e provide significant sums of revenue for the sta te’s transpo r
tation  system . In 1984 the state sold over 82,000 plates at $20 each and 
realized over $1.6 m illion in additional revenue as a result. O th e r states 
also raise revenue through  the sale of so-called “ v an ity ”  plates.
C oncessions

Concessions can be grouped into two m ajor categories:
(1) M anned retail outlets (including such establishments as newspaper 

stands, retail stalls, food and  d rink  stands, e tc .), and
(2) M echanical devices (including telephones, au tom atic  teller 

m achines, vending m achines, etc.)

2 2



They generate revenue for transit agencies through “ revenue percentage” 
or “ sales ov errid e”  leases, or through  annual concession fees u n der a 
m aster lease agreem ent.

W hile concessions can generate significant sum s of revenue for the 
transit agency, a num ber of factors need to be taken into consideration  
before utilizing them. First, since concessions tend to slow pedestrian traf
fic, it is im portan t to allow for this factor when designing access paths 
w ith the transit term inal. Second, one should be aw are of the fact that 
although the m ain tenane of concessions is generally the responsibility of 
the concessionaire, food and beverage retail outlets and vending m achines 
increase refuse m ain tenance costs associated with the transit station and 
associated rolling stock. Finally, increased security is frequently necessary 
in areas serviced by concessions.

Concessions are being used in virtually every area of the nation  to 
generate revenue for the support of transporta tion  facilities. In Toledo, 
for exam ple, several banks are paying the m ain tenance costs of new 
dow ntow n bus shelters, in which they are installing au tom atic teller 
m ach ines.(6) O n  a m uch larger scale, a report by the Southern  C alifor
nia R apid  T ran s it D istrict estim ates that non-food and  beverage built 
in vending  m achines could generate approxim ately  $1 m illion in annual 
revenue for the M etro  Rail System m easured in 1982 dollars. It estim ates 
fu rther, tha t a full com plem ent of kiosk and retail stall facilities located 
in M etro  Stations would generate betw een $750,000 and  $1.5 million 
in annual revenue to the S C R ID . (10)
S U M M A R Y  A N D  C O N C L U S IO N

T h e years ahead will be difficult ones for m any transporta tion  agen
cies. D em ands for services continue to increase, while infrastructure and 
rolling stock age, and traditional sources of transportation  funding d isap
pear. If  adequate levels of transpo rta tion  services are to be m ain ta ined , 
state and local transportation agencies will have to be increasingly creative 
in the ir funding approaches.

T his paper has exam ined a variety  of financing techniques tha t can 
be grouped w ithin four broad  categories: user charges, charges on 
benefiting  properties, jo in t venture approaches, and m arket and  m er
chandising approaches. Individual techniques w ithin each of these 
categories are exam ined and described. Some of the key issues associated 
with the im plem entation of these techniques were discussed and exam ples 
of w here they have been em ployed were cited.

W hile each of the techniques exam ined has been em ployed success
fully by state or local governm ental agencies, none, by them selves, is a 
panacea for generating  needed revenues for transportation . Nonetheless, 
these and o ther sim ilar techniques are deserving of fu rther study and a p 
plication. W here appropria te  conditions exist, these techniques can be
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effectively utilized to finance the grow ing transporta tion  needs of ou r 
nation .
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