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Fiscal belt-tightening at all levels of government
has lent urgency to identifying alternate sources
of funding for public transportation. Value
capture (VC) is one such source. Based on

the “benefits received” principle, VC captures
public infrastructure-led increases in land value.

Transit impact fees and SADs must be

carefully designed and implemented in

order to minimize inequities.

Study Methods

This report reviews five VC mechanisms—Impact Fees, Tax Increment Financing (TIF),

Special Assessment Districts (SADs), Joint Development, and Air Rights—and evaluates the
performance of each mechanism through several case studies using the following criteria:
enabling legal environment, stakeholder support, institutional capacity, revenue yield, revenue
stability, and equity. Finally, the report develops a decision-support matrix to help policy
makers, local governments, and transit agencies decide which mechanism/s would meet their
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Findings

«  Revenue yield from TIF and SADs is likely to be the highest among the five VC mechanisms.

« Local governments often use a combination of two VC mechanisms. For example, TIF and
SAD fund the Portland OR Central Streetcar Project, while TIF and joint development
fund Contra Costa Centre Transit Village in Contra Costa County CA and the Ground
Transportation Center in Cedar Rapids IA.

«  The use of TIF requires significant institutional capacity, community support, and
agreement among taxing agencies.

« Transitimpact fees are rarely used. Their use benefits from state- and local-level enabling
legislation, robust nexus studies, a strong real estate market, and developer support.

« Transitimpact fees and SADs must be carefully designed and implemented in order to
minimize inequities.

«  Strong real estate markets, significant institutional capacity, and clear policy guidelines are
needed to undertake joint development.
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Decision Support Matrix

Decision Criteria
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Policy Recommendations

The authors recommend that local governments and transit agencies consider using VC mechanisms to fund public
transit and leveraging the funds generated from these mechanisms to secure federal and state funds. Further, the
existence of enabling legal environment, stakeholder support, and institutional capacity should be ascertained
prior to deciding which one or which combination of VC mechanisms to use. Finally, the agencies responsible for
implementing the VC mechanisms would benefit from clear political direction and policy guidelines that balance a
jurisdiction’s transit funding needs with other competing objectives.
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