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Executive summary

1. The purpose of this study is to assist those
responsible for planning London’s transport
infrastructure in securing the best and most
appropriate infrastructure for the needs
of London. Transport has a critical role in
encouraging and stimulating the economy and
improving the quality of life. It also has a
significant and complex relationship with
property and regeneration, which is why the
RICS has commissioned GVA Grimley to carry
out this research.
2. The research provides a practical, consistent
and independent overview of potential transport
infrastructure schemes for London. The list of
schemes identified is considered to be
comprehensive, and draws together –for the first
time – the potential range of transport schemes
that could help London maintain it’s position as
leading World City.
3. In particular, the research provides commentary
and analysis on the following:
• The timing, funding, route and status of
each scheme
• An assessment of property and regeneration
impacts of each scheme
• A review of ‘innovative’ funding methods,
including those that focus on property, and
which could be used as a potential source
of funding
4. 64 transport infrastructure schemes have
been identified. This provides, we believe, a
comprehensive review of all major transport
scheme proposals for the capital. The total cost
of these schemes is estimated at £53 billion to
£76 billion, with a funding gap of approximately
£35 billion.
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5. A ‘core’ set of 16 proposals has been produced.
This set of schemes has been selected simply on
the basis of likelihood of delivery, given issues of
funding commitment and how well progressed
the schemes are. These schemes are estimated to
cost between £33 billion and £39 billion.
6. On a simplistic level, over the next 20 years an
additional £1.7 billion to £2 billion per annum is
required to fund just the ‘core’ schemes identified.
7. The draft London Plan places considerable
reliance of a few ‘big’ schemes, with no ‘Plan B’ in
case of unforeseen circumstances. Also, there is
little in the way of delivery or focus on short-term
schemes, and on projects that TfL can manage
and control. This should be addressed, and outline
options available.
8. The property impacts of the identified schemes
are varied, but can be significant. For that reason
alone, a more consistent and developed approach
for identifying such impacts and including them
in the appraisal process is required. In addition,
the ‘packaging’ of transport schemes can reinforce
property and regeneration benefits, and needs to
be considered in assessing schemes.
9. The distributional balance of the ‘core’ schemes
is reasonable, with an emphasis on schemes in
Central London and Thames Gateway. However, a
step-change shift in regeneration in Thames
Gateway may require airport development away
from West London. In addition, the draft London
Plan has little by way of transport schemes
improvement for outer London, and we
recommend that this needs to be addressed.

10. 17 ‘innovative’ funding mechanism have been
identified that could be used to help generate
funding for transport projects in London. These
are as follows:
1.
2.
3.
4.

5.
6.
7.

8.

9.
10.

Road pricing
Workplace parking and general
parking charges
Motor taxes
Consumption taxes
A. Sales tax
B. Gambling tax
Employer/employee taxes
Cross-utility funding
Property-related taxes
A. Business rate levy (BRL)
B. Tax incremental financing/local tax
re-investment programmes (TIF/LTRP)
C. Business improvement districts (BIDs)
D. Land value taxation/site value
rating (LVT/SVR)
E. Greenfield development tax (GDT)
Development charges
A. Freehold levy
B. Planning gain/tariff
C. Buy-in charges
Bonds
State-based loans and grants

11. Clearly there are difficulties in funding
transport schemes in London given the financial
constraints on Government and the Strategic Rail
Authority. Not least, this is because of the net
outflow of £20 billion of taxes per annum from
London to the rest of the country, as well as the
net financial benefit to the Treasury of transport
taxes, which are currently £16 billion per annum.
12. However, on the basis that Government is
likely to require some contribution towards
certain transport schemes, a review of the
identified innovative funding methods has been
carried out. Each funding method is assessed
against a set of criteria that can be used to help

select the most appropriate funding approach .
13. However, it should be stressed that the use
of such methods is increasing the tax burden on
London. It is therefore vital that the potential
benefits of schemes are clearly demonstrated
to those who are going to provide these
additional funds
14. Individually, the innovative funding methods
could generate between £10 million and £450
million per annum – even more depending upon
the attraction to bond issues. However, a key
consideration is over the current availability of
the funding methods, how coercive they are, and
how suitable they are for the job. To assist in such
considerations a summary has been provided
setting out how the various funding methods
relate to the ‘core’ transport infrastructure
projects. This is illustrated in the table on the
following page, and should be used as a starting
point in carrying forward this debate.
15. Funding methods that are ‘immediately’
available and are voluntary, include bonds, statebacked grants and loans, PFI and – shortly – BIDs
and TIFs. Other currently available methods
include congestion charging, parking charges and
planning gain. It would make sense if these
methods were considered in the first instance.
However, there could be much potential is using
the TIF funding method, given that it does not
place an additional tax burden on businesses.
It is recommended that Government enables and
actively encourages take-up of this approach.
16. There are other funding methods that
should be reviewed further, ranging from
business rate levy to site value rating. However,
these are likely to be several years away, assuming
some of the drawbacks attached to them can be
suitably overcome. Nevertheless, this report
should provide a suitable platform for considering
the application of innovative funding
methods further.
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Executive summary
Suitability of innovative funding methods for transport projects
Scheme

Timing

Scale

Funding
required

West London Line

2005

Local

Small

East London Line extensions

2007

Network

Large

Channel Tunnel Rail Link

2007

Corridor

Large

Thameslink 2000

2008

Network

Large

Bonds, Road charging,
Grants, Planning Gain

Consumption Tax (sales and
gambling tax), Business Rate Levy,
Freehold Charge

Upgrade Liverpool Street
to Stansted link

2010

Corridor

Small

Grants, Planning Gain

Business Rate Levy

London Underground PPP

2003-2015

Network

Large

CrossRail Line 1 (East – West)

2013

Network

Large

TIF, Bonds, Planning Gain

Consumption Tax, Employer Tax,
Business Rate Levy, Freehold
Charge, LVT/SRV

West London Transit
(Uxbridge Road-Shepherds Bush) 2009

Corridor

Small

PFI, BID, Grants, Road charging

Development Buy-in Charge

Greenwich Waterfront transit

2008

Corridor

Small

PFI, TIF, BID, Grants,
Road charging

Development Buy-in Charge

East London Transit

2009

Corridor

Small

PFI, TIF, BID, Grants,
Road charging

Development Buy-in Charge

Cross River Transit (Peckham
to Camden Tramlink)

2011

Corridor

Medium

PFI, TIF, BID, Bonds, Grants,
Road charging, Planning Gain

Development Buy-in Charge,
LVT/SVR

Croydon Tramlink extensions

2010+

Corridor

Medium

PFI, TIF, BID, Bonds, Grants,
Road charging, Planning Gain

Development Buy-in Charge

DLR extension to City Airport

2005

Local

Small

PFI, TIF, BID, Bonds, Grants,
Road charging, Planning Gain

–

Woolwich DLR Tube Crossing

2007

Local

Small

PFI, TIF, BID, Bonds, Grants,
Road charging, Planning Gain

A13 upgrade

2005

Corridor

Small

Terminal 5

2005+

Local

Large

17. A set of recommendations have been
developed arising from the research. These are
listed on the following pages, and have been
organised into recommendations that primarily
relate to Government, Transport Providers or
Funding Arrangements.
Recommendations for Government
• A joint ‘priority policy’ on transport schemes in
Greater London should be developed by the
GLA/TfL and agreed between Government, SRA
and other key players. (Recommendation 1)
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Currently available
funding methods 1

Potential funding methods

Funding organised
PFI, TIF, Bonds, Road charging

Consumption Tax (sales and
gambling tax), Business Rate Levy,
Freehold Charge

Funding organised

Funding organised

–

Funding organised
Bonds

Congestion charging, Consumption
Tax, Employer Tax

• The Government should review the potential for
channelling existing funds to London to assist in
transport infrastructure funding.
(Recommendation 2)
• The Government should, in its various guises, be
the primary if not sole funder of transport
infrastructure schemes. This should be on the
basis of such schemes satisfying appropriate
cost-benefit assessments. (Recommendation 3)
• A formal and detailed review of the various
funding methods should be undertaken by
Government. The output of such work should
be guidance to potential transport providers

Key
Funding:
Small funding level required
= under £250 million.
Medium level of funding
required = £250 million to
£1 billion.
Large level of funding
required = over £1 billion.
Schemes in bold text
indicate those that are
currently underway.
1

It is assumed that powers
enabling BIDs AND TIFs
will be provided, as signalled
by the Government.

and business as to the suitability of methods
for particular schemes, as well as direction
on potential legislative changes.
(Recommendation 4)
• An examination into how property and
regeneration impacts can be more appropriately
examined as part of the Government’s appraisal
approach should be undertaken. This needs to
address the weaknesses with the current
approach used by Government.
(Recommendation 9)
• Related to the above recommendation, the
measurement and impact of transport schemes
upon property needs to be carried out on a
more consistent basis. The study sponsored by
the RICS and ODPM, and undertaken by UCL and
ATIS REAL Weatheralls into the link between
property values and public transport should
assist this. (Recommendation 10)
• The role of property and regeneration impacts
within the Government’s appraisal framework
(GOMMM) should be reviewed with a view to
providing more guidance and consistency. The
current research being undertaken by the RICS,
ODPM, UCL and ATIS REAL Weatheralls on
property values and public transport should
be of assistance in this review.
(Recommendation 14)
• Method(s) for assessing the property and
regeneration impacts of transport infrastructure
schemes in a consistent and appropriate
manner should be developed and agreed.
(Recommendation 15)
• The regeneration of Thames Gateway has to
proceed on the basis of no strategic change in
airport location. However, a ‘back-up’ plan
should be developed in case the situation
changes, and which would ensure that the
current regeneration plans do not compromise
such an eventuality. (Recommendation 16)
Recommendations for transport providers
• Funds generated from existing sources, such as
congestion charging, should be used by TfL to
implement ‘high profile’ and ‘quick win’ schemes
that are under their remit to deliver (rather than
subsidise existing systems). Progressing some of
the intermediate schemes identified in this
report might help this, and also demonstrate a
visible link with the proceeds from congestion
charging. (Recommendation 6)

• The identification and delivery of short-term
infrastructure improvements should be sought.
This links in with the recommendation for TfL to
progress various ‘intermediate’ transport
schemes. (Recommendation 12)
• TfL should review the lack of schemes in outer
London, and examine the timing and likelihood
of schemes by London Plan sub-regions with a
view to ensuring contingency plans are in place.
(Recommendation 13)
Recommendations for funding arrangements
• Currently available and voluntary funding
methods should be used or considered in the
first instance – assuming full Government
support for a scheme is not forthcoming.
(Recommendation 5)
• Review the mechanisms by which planning gain
funds for transport projects can be co-ordinated
on a pan-London basis for major schemes.
(Recommendation 7)
• The mechanisms for introducing TIFs should be
enabled by Government. (Recommendation 8)
• The benefits arising from transport proposals
need to be clearly identified and measured, and
demonstrated to those who may have to partfund these scheme through the use of
alternative funding methods. Without
demonstrating such benefits it is unreasonable
to expect ‘additional’ funding from such
sources. (Recommendation 11)
The importance of getting the right transport
infrastructure for London cannot be over-stated.
Failure in this respect will seriously impact upon
London’s long-term status as a World City.
Progress in this area is not being held back by
want of ideas or proposals – the issue revolves
around actually starting something. This, in turn,
is essentially a matter of funding. This report has
provided a starting point for moving matters
forward in this area.
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‘But what is to be the future
of the great wen of all?’
William Cobbett

1 Introduction

Background
1.1 Transport is a significant influence upon the
successful operation of cities and urban areas.
Without an effective transport system there will
not be an effective economy. A poor transport
system also has wider social and environmental
consequences: increased congestion leading to
poorer quality of life, as well as increased pollution.
1.2 In London a number of transport schemes are
at various stages of development – from firm
commitment to initial outline. The potential
impacts of these schemes upon London can be
considerable. In fact, the draft London Plan places
particular emphasis on a number of ‘key’ schemes
as critical enablers of the development aspirations
for the Capital.
1.3 There are three main public transport
initiatives cited as vital to support the
development and regeneration of the priority
areas of the London Plan. These three schemes
are:

1.6 These property-related impacts are also
important in terms of funding potential. This is
because a particular focus of the research has
been upon the financial viability and support for
the various schemes. This has included identifying
– as far as possible – the ‘funding gap’ for each
scheme. From this we have gone on to examine
the range of potential mechanisms by which this
funding gap might be overcome.
1.7 In this context property offers one potential
mechanism by which infrastructure schemes can
be funded. It is therefore important that both the
likely benefits of schemes and the realism and
appropriateness of possible funding mechanisms
are properly considered. This report aims to assist
in this consideration, not least because if property
is to be used as a potential funding source, then
the implications of doing so need to be fully
examined and understood.
Objectives
1.8 There are five key objectives of this research.
These are as follows:

• Crossrail 1
• Thameslink 2000
• Crossrail 2
1.4 Many other schemes are covered by the draft
London Plan, and are included because they are
considered to be important catalysts for assisting
development and regeneration in the various
priority areas across the five London sub-regions
identified in the Plan.
1.5 It is because of this critical role of transport
in potentially encouraging or stimulating
development and regeneration, as well as wider
planning impacts, that the Royal Institution of
Chartered Surveyors (RICS) has decided to produce
this research report. A practical, consistent and
independent overview of a comprehensive list of
potential transport infrastructure schemes for
London is provided. This has included a broad
assessment of their potential property and
regeneration impacts, as this is a key rationale
behind their development, at least in terms of the
draft London Plan.
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(a) To identify the key transport infrastructure
projects that will ensure London remains a
World City
(b) To provide an assessment of the property
and regeneration potential of the above
transport projects
(c) To assess the funding provision for these
transport projects, and the scale of the
funding gap
(d) To examine ways in which the funding gaps
can be overcome, including strengths and
weaknesses of these approaches
(e) To recommend a set of next steps to move
matters forward.

Approach
1.9 The need to address the above objectives has,
to a large extent, determined both the structure
of the report and the approach used in tackling
the issues raised in the research. Our approach
has, given the above objectives, involved a number
of strands of investigation. We have carried out a
focused review of the literature, consulted with a
wide range of individuals and organisations, and
carried out various forms of desk-based analysis.
The synthesis of these lines on enquiry has
resulted in the following report of findings.
1.10 In terms of structuring our findings, we have
split the report into four main sections:
Scheme details

Key data about the various
infrastructure proposals for
London. This includes
information on the scale of
funding required, and the
location of the schemes.

Property impacts

A broad assessment of the
type and scale of property
and regeneration impacts of
each scheme.

Funding methods

Details on the various
‘innovative’ funding methods
available to help support the
infrastructure proposals,
including an assessment of
their effectiveness.

Conclusions

This draws together our
findings into a set of key
conclusions and
recommendations.

of helping to solve London’s transport problems.
The issues raised in the use of TDAs can be read in
parallel with the findings of this current research.
1.13 In addition, the RICS are also carrying out
research into the relationship between land
values and public transport. A review of available
evidence on how transport influences property
values has been carried out, and a methodology
for identifying this relationship developed. This
methodology is being tested in Croydon on the
impact of the Croydon Tramlink on the wider area.
The results of this research may help in
measuring the property benefits of new transport
schemes, but it does not seek to make policy
recommendations in this area. The Stage 1
literature review has recently been published.
1.14 This research project has been carried out by
GVA Grimley. They have been overseen by a Steering
Group made up of the following individuals:
David Banister – UCL
Michael Chambers – RICS (Chair)
Trevor Hines – RICS
Jonathan Naughton – Urban Futures
Jennifer Mac Donnell – RICS
Tim Wacher – Independent (RICS
Greater London Group)
Ewan Willars – RICS
Jim Whelan – GVA Grimley
1.15 In addition, a wide range of organisations
and individuals were consulted, who provided
invaluable information and insights. Those
consulted included:
• The Confederation of British Industry (CBI)

1.11 In addition, the more detailed findings from
our investigations are contained in the
Appendices. Of paramount importance, however,
is making sure that London gets the transport
system it needs and deserves. This research will,
we believe, go some small way in encouraging this.

• Crossrail

1.12 The research also sits well within a ‘family’ of
related studies by the RICS. The RICS has produced
guidance and analysis on the value of Transport
Development Areas (TDAs).
(www.rics.org/resources/public_affairs/tda). This
concept of well designed, higher density, mixed
use areas based around good public transport
access in urban areas, has much to offer in terms

• The Institute of Logistics and Transport (ILT)

• Greater London Authority (GLA) /
Transport for London (TfL)
• The Institution of Highways &
Transportation (IHT)

• London First
• The Strategic Rail Authority (SRA)
• Transport for London
• Various transport and property consultants,
and special interest groups
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‘The finest plans are always
ruined by the littleness of those
who ought to carry them out.’
Bertolt Brecht

2 Transport proposals

Introduction
2.1 Before considering the funding of transport
projects – and the elusive ‘funding gap’ – we need
to be reasonably clear as to what these projects
are. The inclusion of the term ‘reasonably’ is
important, as will become clear when we examine
the schemes themselves. Basically, however, the
transport proposals for London are at various
degrees of ‘fluidity’: some are well developed and
have funding secured; others are general ideas
put forward as a good solution to a particular
problem or opportunity.

Scheme details
2.5 The approach we adopted to identify and
assess transport schemes had, almost of
necessity, to be varied. Thus, on the one hand, an
examination of the ‘literature’ was carried out. In
addition, discussions with a variety of
organisations and individuals had to be carried
out. This was particularly important in terms of
‘filling in the gaps’ for certain projects. However,
as will be seen, even adopting this approach it has
not been possible to collect all the items of data
we were aiming for.

2.2 This section provides a summary of the status
of key transport infrastructure projects that relate
to London. This includes discussion of the funding
position, timing, and summary route details. It
should be noted that we are focusing on
infrastructure improvements rather than service
improvements as such, although sometimes
these can be one and the same thing.

2.6 Our initial discussions and literature search
helped in shaping the key issues we needed to
focus upon in examining the various transport
infrastructure proposal for London. Almost as
hard as obtaining certain data on projects,
however, were the decisions made on items of
data that were not going to be included in the
final analysis. The result of these endeavours is
summarised in Table 2.1 below (further detail on
schemes is contained in Appendix C).

2.3 In addition, we believe we have presented a
comprehensive list of key schemes, which are
considered in a consistent and thorough manner.
This list therefore includes schemes that are not,
for instance, in the Mayor’s London Plan or in SRA
proposals, but which we have proposed or
‘resurrected’. Clearly, many of the schemes will be
familiar and documents such as the London Plan
will have provided useful commentary on some of
them. However, this report should provide (for the
first time) a reference point on all major transport
scheme proposals for the capital.
2.4 We should also stress that we have not
provided a prioritisation of schemes. This was
deliberate. The priority of schemes will emerge, as
a result of the usual adversarial and horse-trading
process adopted in the UK. As will be discussed
later, we believe there would be considerable
merit in having some form of formal prioritisation
process in place, and we hope this report will aid
this process.
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2.7 Table 2.1 provides, in summary form, details of
the name and nature of each transport scheme,
its state of development, the identified capital
costs of the scheme, the estimated ‘funding gap‘,
and timing details. Schemes have been grouped
together by transport mode, namely rail schemes,
LRT/transit schemes, road schemes, air-related
schemes and ‘intermediate’ schemes. These are
colour-coded (see key attached to Table 2.1).
2.8 It should also be stressed that, because of
current data unavailability, we have had to make
assumptions for some proposals on issues such as
funding requirements. Cautious assessments have
been made as far as possible, based on cost data
of other schemes and known route alignments.

Table 2.1: Transport scheme summary details
Scheme

Status

Cost (£ million)

Funding gap (£ million)

Timing

1. West London Line

Committed with funding

£11 - £13

£0

Short term

2. East London Line extensions

Committed uncertain funding

£600 - £1 500

£750

Medium term

3. Orbirail (excluding ELL and WLL)

Initial proposal

£400 - £950

£238

Long term

4. Channel Tunnel Rail Link

Under construction

£5 200

£0

Medium term

5. Thameslink 2000

Committed uncertain funding

£1 000 - £2 000

£600

Medium term

6. Upgrade Liverpool Street
to Stansted link

Committed with funding

£50 - £100

£0

Medium term

7. West London Orbital

Initial proposal

£150 - £400

£200

Medium - Long term

8. London Underground PPP

Committed uncertain funding

£16 000

£0

Short - Medium term

9. Bakerloo Extension
to Camberwell

Initial proposal

£1 000 - £1 500

£375

Long term

10. Victoria Line Extension
to Streatham

Initial proposal

£1 000 - £1 500

£375

Long term

11. South London Metro

Initial proposal

£25 - £75

£0

Long term

12. CrossRail Line 1
(East - West)

Worked-up proposal

£6 000 - £10 000

£5 000

Long term

13. CrossRail Line 2 (SW to
Hackney - possibly Stansted)

Initial proposal

£5 000

£2 500

Long term

14. West London Transit (Uxbridge
Road-Shepherds Bush)

Worked-up proposal

£200

£100

Medium term

15. Greenwich Waterfront Transit

Worked-up proposal

£25

£2.5

Medium term

16. East London Transit

Worked-up proposal

£35

£3.5

Medium term

17. Cross River Transit (Peckham
to Camden Tramlink)

Worked-up proposal

£300

£150

Medium - Long term

18. Croydon Tramlink extensions

Worked-up proposal

£400

£200

Long term

19. DLR extension to City Airport1

Committed with funding

£115

£0

Short term

20. Woolwich DLR Tube Crossing

Worked-up proposal

£145 - £190

£0

Medium term

21. Barking and Thamesmead
road bridge

Initial proposal

£230 - £340

£152.5

Long term

22. North Greenwich to
Silvertown town road bridge
or tunnel.

Initial proposal
£160 - £305

£152.5

Long term

23. A13 upgrade

Under construction

£150

£0

Short term

24. London Orbital MMS (ORBIT)

Initial proposal

£850

£0

Long term

25. Terminal 5

Committed with funding

£2 700

£0

Medium - Long term

26. Extra runways (Heathrow,
Gatwick, Luton, Stansted)

Initial proposal

£1 800 - £6 200

£6 200

Long term

27. New London Airport at Cliffe

Initial proposal

£8 900 - £15 000

£15 000

Long term

28. Northolt Airport conversion

Initial proposal

£150 - £600

£540

Long term

29. Bexleyheath Area Intermediate

Initial proposal

£67 - £333

£167

Short – Long term

30. Bromley - Lewisham

Initial proposal

£17 - £83

£42

Short – Long term
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Table 2.1: Transport scheme summary details
Scheme

Status

Cost (£ million)

Funding gap (£ million)

Timing

31. Grove Park - Bromley North
Intermediate

Initial proposal

£7 - £33

£17

Short - Long term

32. Sydenham -West Norwood Balham Intermediate

Initial proposal

£17 - £83

£42

Short - Long term

33. Croydon to Camberwell
bus corridor

Initial proposal

£27

£13

Short - Long term

34. A23 Study (Croydon Streatham - Central London)
Intermediate

Initial proposal

£33 - £167

£83

Short - Long term

35. Sutton - Epsom Downs
Intermediate

Initial proposal

£10 - £50

£25

Short - Long term

36. Twickenham - Shepperton
Intermediate

Initial proposal

£27 - £133

£67

Short - Long term

37. Richmond - Twickenham
Intermediate

Initial proposal

£7 - £33

£17

Short - Long term

38. Kingston area proposals
(Inc A312 tram)

Initial proposal

£43 - £220

£110

Short - Long term

39. Hampton Court Surbiton Intermediate

Initial proposal

£10 - £50

£25

Short - Long term

40. Heathrow orbital links
Intermediate

Initial proposal

£127 - £633

£317

Short - Long term

41. Hounslow loop line
Intermediate

Initial proposal

£27 - £133

£67

Short - Long term

42. Heathrow to Hammersmith
A4 tram

Initial proposal

£290 - £360

£180

Short - Long term

43. Chiswick - Brentford Hounslow Intermediate

Initial proposal

£27 - £133

£67

Short - Long term

44. Greenford - W.Ealing Ealing Broadway Intermediate

Initial proposal

£13 - £67

£33

Short - Long term

45. West Ruislip Uxbridge Intermediate

Initial proposal

£10 - £50

£25

Short - Long term

46. Greenford - West Ruislip
Intermediate

Initial proposal

£17 - £83

£42

Short - Long term

47. Ealing - Acton - Clapham
Junction Intermediate

Initial proposal

£30 - £150

£75

Short - Long term

48. Ealing - Willesden Brent Cross (Bus route 266)

Initial proposal

£27 - £133

£67

Short - Long term

49. Park Royal area Intermediate

Initial proposal

£10 - £50

£25

Short - Long term

50. Watford - Euston Intermediate

Initial proposal

£53 - £267

£133

Short - Long term

51. Harrow Road Intermediate

Initial proposal

£27 - £133

£67

Short - Long term

52. Edgware Road and Brent
Cross Intermediate

Initial proposal

£17 - £83

£42

Short - Long term

53. Finchley Road Intermediate

Initial proposal

£23 - £117

£58

Short - Long term

54. Wood Green Intermediate

Initial proposal

£27 - £133

£67

Short - Long term
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Scheme

Status

Cost (£ million)

Funding gap (£ million)

Timing

55. Enfield to Finsbury Park to
Camden (Bus 29/329 corridor)

Initial proposal

£37 - £183

£92

Short - Long term

56. Stratford to Waltham Cross
or Enfield Intermediate

Initial proposal

£40 - £200

£100

Short - Long term

57. Hertford Road Intermediate

Initial proposal

£37 - £183

£92

Short - Long term

58. Chingford Line Intermediate

Initial proposal

£33 - £167

£83

Short - Long term

59. Walthamstow - Chingford
Mount Intermediate

Initial proposal

£17 - £83

£42

Short - Long term

60. Eastern end of the Central
line Intermediate

Initial proposal

£33 - £167

£83

Short - Long term

61. Gospel Oak - Barking
Intermediate

Initial proposal

£40 - £200

£100

Short - Long term

62. Romford Area Intermediate

Initial proposal

£37 - £183

£92

Short - Long term

63. Romford Road Corridor
Intermediate

Initial proposal

£30 - £150

£75

Short - Long term

64. Romford - Upminster Grays Intermediate

Initial proposal

£40 - £200

£100

Short - Long term

Total

-

£54 - £77 000

£35 347

-

Key
Rail schemes
LRT/Transit schemes
Road schemes
Air-related schemes
Intermediate modes
(e.g. guided busways,
trams schemes, etc).
Prices are as at 2002 values
unless specified differently.

1 A proposal has recently emerged for an
alternative to Crossrail. This is a cross-London
rail link by the London Regional Metro group.
An assessment of this scheme has not been
made within this report, although the route
is broadly similar to that of Crossrail. The
funding route is, however, understood to
be different.
2 A proposal has recently emerged for a
Beckton to Dagenham Dock DLR extension.
This is estimated to cost £130 million, and
would be developed by 2010 at the earliest.
Scheme potential is to be worked out in
conjunction with the East London Transit
scheme. It has not been possible to include
this scheme in the subsequent analysis,
although the influence upon the overall
findings is likely to be minimal.
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2.9 Chart 2.1 illustrates the routes of the above
schemes, as far as they are known. The numbers
on the chart correspond with the numbers in
Table 2.1 and Table 2.2.

Chart 2.1: Plan of transport infrastructure proposals (Please refer to table 2.1 for the key)
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2.10 Without even going through Table 2.1 in
detail, the first point that emerges is the overall
number of schemes that are being considered in
some form or another. Depending upon
definitions, we have identified over 60 potential
schemes. This is a considerable list, and in all
probability, many of these schemes will not get
much further than the drawing board.
2.11 A factor that reinforces the above point
about scheme ‘drop-out’, is the sheer cost of all
the schemes. Our assessment suggests that the
total capital cost of all the schemes is between
£54 billion and £77 billion. Very crudely, spread
over 20 years this suggests that between £2.7
billion and £3.9 billion would be needed each
year if all the schemes listed were to go ahead.
This seems pretty unlikely.
2.12 In terms of the estimated ‘funding gap’, this
is assessed as approximately £35 billion, or £1.75
billion per annum over 20 years. However, it
should be recognised that this funding gap
excludes private finance committed to existing
projects, such as the Tube PPP scheme. This
scheme alone is expected to cost £16 billion.
2.13 The costs are also dominated by the big
projects. The schemes listed in Table 2.1 can be
categorised by costs. A categorisation of schemes
into those above £1 billion, those costing between
£250 million and a £1 billion, and those under
£250 million, whilst simplistic, is revealing. Taking
the highest cost range, there are 11 schemes over
£1 billion, totalling £66.6 billion. Schemes
between £250 million and £1 billion, of which
there are 12, equate to a total cost of £5.7 billion.
There are 41 schemes below £250 million, with a
total cost of £4.8 billion.

2.15 It is worth exploring the issue of costs and
timing further. In doing so, we have separated out
the listed projects into two broad groups. Basically
the distinction is between schemes that are
under-construction, committed (with or without
funding), or worked-up proposals, and all other
schemes.
2.16 The first group we have termed the ‘core
proposals’, and these are summarised in Table 2.2
and illustrated in Chart 2.2. (Note that the
scheme numbers also relate to Chart 2.1 and
Table 2.1).
Core schemes
2.17 From Table 2.2 it can be seen that the overall
cost of the ‘core proposals’ is between £33 and
£39 billion. This is between 51% and 62% of the
costs of all schemes listed in Table 2.1. In addition,
the funding gap for these core schemes is
estimated as approximately £6.8 billion. However,
the financing of the Tube PPP scheme and
Terminal 5 cannot be taken as guaranteed. Even if
they do come forward, this means that the private
sector has contributed almost £19 billion to these
two schemes alone, which might have an
influence upon the overall availability of funds.
2.18 Looked at from another angle, if the four
largest schemes (London Underground PPP,
Crossrail 1, Channel Tunnel Rail Link (CTRL), and
Terminal 5) are excluded from the analysis, then
the total ‘funding gap’ for the core schemes
reduces to between £3 and £5 billion. This is
approximately half the estimated funding of
Crossrail 1.

2.14 In other words, 15% of the identified
schemes require almost 90% of the estimated
funding. Two of these schemes are airport-related,
and total just over £24 billion. These could be
excluded from the analysis if the focus was just
upon terrestrial-related infrastructure. This still
indicates a requirement for approximately £43
billion for 8 schemes. This is a significant amount
of funding.
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Table 2.2: Core transport scheme summary details
Scheme

Status

Cost
(£ million)

Funding Gap
(£ million)

Timing

1. West London Line

Committed with funding

£11- £13

£0

Short term

2. East London Line extensions

Committed uncertain funding

£600 - £1,500

£750

Medium term

4. Channel Tunnel Rail Link

Under construction

£5,200

£0

Medium term

5. Thameslink 2000

Committed uncertain funding

£1,000 - £2,000

£600

Medium term

6. Upgrade Liverpool Street
to Stansted link

Committed with funding

£50 - £100

£0

Medium term

8. London Underground

Committed uncertain funding

£16,000

£0

Short – Medium
PPP term

12. CrossRail Line 1 (East – West)

Worked-up proposal

£6,000 - £10,000

£5,000

Long term

14. West London Transit
(Uxbridge Road-Shepherds Bush)

Worked-up proposal

£200

£100

Medium term

15. Greenwich Waterfront transit

Worked-up proposal

£25

£2.5

Medium term

16. East London Transit

Worked-up proposal

£35

£3.5

Medium term

17. Cross River Transit (Peckham to
Camden Tramlink)

Worked-up proposal

£300

£150

Medium - Long term

18. Croydon Tramlink extensions

Worked-up proposal

£400

£200

Long term

19. DLR extension to City Airport

Committed with funding

£115

£0

Short term

20. Woolwich DLR Tube Crossing

Worked-up proposal

£145 - £190

£0

Medium term

23. A13 upgrade

Under construction

£150

£0

Short term

25. Terminal 5

Committed with funding

£2,700

£0

Medium – Long term

TOTAL

-

£33-£39,000

£6,800

-
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Chart 2.2: Plan of ‘core’ transport infrastructure proposals (Please refer to table 2.1 for key)
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Chart 2.3: Infrastructure funding profile – developed schemes (‘core’ schemes)
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2.20 Chart 2.3 indicates that the peak funding
requirement will be around 2006, although this
could be skewed towards 2007/8 if timetables
slip. There will be a downward step-change in
demand over subsequent years. At the peak,
however, approximately £5 billion per annum is
expected to be committed to transport
infrastructure projects in London.
2.21 However, it should be noted that
approximately 60% of this funding is associated
with three key projects that are already well
progressed, namely Terminal 5 (T5) Channel
Tunnel Rail Link and the Tube PPP scheme. If these
schemes are ignored, then the annual funding
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2.19 We have carried out a broad assessment of
the likely ‘cash flow’ associated with the core
schemes over their assumed construction period.
Details are summarised in Chart 2.3. It should be
stressed that the actual figures and precise
timings of this financial appraisal can only be
indicative at this stage. Nevertheless, it is helpful
in identifying the potential financial bottlenecks
associated with funding all the schemes.
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requirement would run at £3 billion per annum at
the peak – the majority of which is associated
with Crossrail 1.
2.22 A further point relates to the ‘funding gap’
for the transport projects. This is the element of
funding for schemes that are currently not
covered by fare box revenues or identified
government support. Excluding T5, the CTRL and
Tube PPP schemes – which appear to be closer to
securing finances, at least in principle - the
funding gap is approximately 45% of the total
cost of the remaining schemes. In other words,
almost half the costs of transport projects are yet
to be obtained. At the peak period – 2006 – this
represents approximately £2 billion per annum.

Chart 2.4: Infrastructure funding profile – all schemes
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All schemes
2.23 We have also carried out a cash flow
assessment of all schemes, and details are
summarised in Chart 2.4 below.
2.24 The profile of Chart 2.4 is similar to that in
Chart 2.2 to 2007, but after that point the
funding demands change. The largest demand for
funding comes between 2009 and 2011, with a
slow reduction thereafter. At the peak, the
funding requirement would be running at
approximately £7 billion per annum.
2.25 Approximately 30% of the total funding is
associated with the T5, CTRL and Tube PPP
schemes. If these schemes are ignored, this still
leaves approximately £53 billion of funding to
secure. At the peak this equates to slightly less
than £6 billion per annum. Furthermore, over two
thirds of the £53 billion is identified as requiring
private sector contributions, or approximately
£1.8 billion per annum on average.
2.26 In short, there is a substantial funding
requirement associated with the various transport
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infrastructure proposals for London. The private
sector is already committed to providing over £20
billion in some form. This still leaves a significant
amount of monies to find, and also places
constraints on the ability of the private sector to
generate further funds.
2.27 Table 2.1 also raises a number of other issues
aside from financing. These are, in many respects,
as significant as the financial perspective and are
therefore worth drawing out in summary here.
• A first point to note is the limited number of
road based infrastructure schemes. There are
service-related schemes being developed, such
as improvements to bus services as well as the
introduction of road congestion charging. The
ORBIT proposals related to the M25 will
undoubtedly be significant, but are not costed
in detail at this stage. Improved traffic
management is a vital complementary measure
to additional infrastructure proposals, as are
strategic road improvements in the capital. This
should not be over-looked in developing new
infrastructure schemes for London.
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• A second point relates to the relationship
between the various schemes. Each scheme has
been identified ‘in isolation’. This is reasonable
enough, as it allows the scheme to be assessed
on its own merits. In reality, however, a number
of the schemes are closely related to each other.
This is both in a ‘positive’ and ‘negative’ sense.
Thus, some schemes are complementary, and
would in fact reinforce potential benefits. This
includes the likes of the three east Thames river
crossings. This ‘packaging’ of schemes is an
important issue, and one that needs to be
carefully considered in taking projects forward
to maximum benefit.
Equally, however, the introduction of one
scheme would reduce the need for certain other
schemes. As an extreme example, perhaps, a
decision to expand Heathrow or Stansted would
reduce the likelihood of a new airport at Cliffe.
In short, the schemes listed in Table 2.1 are the
full menu of options: even if funding were
available for all of them, they would not all
progress.
• A third issue, which overlaps slightly with the
reinforcement of benefits point above, is the
land-use focus of the proposed schemes. Almost
all the schemes contained in Table 2.1 are
proposals that focus upon linking or enhancing
existing developments or locations. Very few
schemes relate to ‘new’ development locations.
In part this is a reflection of the built-up nature
of London, but at another level it also reflects a
tendency to improve the existing situation
rather than seeking to open up new
opportunities, such as greenfield sites or derelict
areas. This particularly applies to the Thames
Gateway area, where the need for such
infrastructure provision will help in stimulating
growth, both in areas that would benefit from
regeneration and from ‘greenfield’ locations.
• A fourth point, with obvious connection to the
above point, is the significance of the Thames
Gateway in the development plans of the Mayor
and from government. It is clear that there is
strong encouragement to shift development
focus into this part of London. Transport
infrastructure improvements will obviously have
a key role to play here.
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However, a key driving force is likely to be the
role of airports in this shift of gravity. In that
context, decisions on Stansted, Cliffe and, to a
lesser extent, Gatwick will be significant in
deciding how far this will happen. In other
words, on the premise that airports are a major
catalyst of growth in the context of London,
then airport development in the Thames
Gateway area is likely to be a positive incentive
to growth in this area, and airport development
elsewhere is likely to be a dis-incentive.
Clearly, there are other major considerations to
take into account under such a scenario, not
least environmental factors. In many respects,
however, until this ‘master planning’ view is
developed, the transport proposals are likely to
be operating in a less than strategic context.
• A fifth point, and which links closely with the
above point, is the geographical focus of the
proposed schemes. As illustrated in Chart 2.5, a
distinct geographical distribution of proposal
can be identified. If the focus is upon the ‘core’
schemes (see Table 2.2), and the spatial subregions outlined in the draft London Plan, then
an interesting pattern emerges.
Basically, there is an emphasis in projects that
serve central London and Thames Gateway. The
North London and South London sub-regions,
for example, have relatively few schemes that
are well progressed. In the case of South London
the ‘core’ schemes include Thameslink 2000,
Croydon Tramlink extensions and a small
element of the East London Line extensions. In
North London the relevant transport scheme
proposals include the Liverpool Street to
Stansted link, Thameslink 2000, and the longerterm Crossrail 2.
• A sixth point concerns the ‘control’ of projects.
As will be seen from Appendix C, most of the
larger projects are being driven by the SRA or
Government, who effectively have overall
control as to whether they progress or not. This
also holds true for a number of the schemes
being promoted by TfL. TfL are directing
particular emphasis on improvements to bus
routes and services.

However, the various ‘intermediate’ schemes
listed in Table 2.1 (projects 29 to 64) may be a
opportunity for TfL to pursue a ‘quick win’
strategy, and one over which they will be able to
‘control’ progress. The intermediate schemes are
mainly projects that were identified by London
Transport in the mid-1990s, and partially
worked-up. A few have subsequently been taken
forward, such as the East London Transit, but
most have not, mainly for funding reasons.
It is worth noting that most of the schemes are
in the outer London boroughs – locations that
are poorly served by infrastructure proposals. It
would be possible for TfL to develop a phased
introducing of a limited number of these
schemes over the next 10-15 years, possibly one
a year. This could be seen as a visible ‘return’
from the road congestion-charging scheme.
• A seventh point relates to the timing of the
various schemes. Basically, most schemes are
several years from being either completed or
implemented, and there appears to be a reliance
on the introduction of a few major schemes –
notably Crossrail 1. This was a point noted by
the Government Office for London (GOL) in their
response to the draft London Plan (GOL, 2002).
This poses a problem for London, both in terms
of how to deal with matters in the meantime,
and in terms of having a ‘Plan B’ in case the likes
of Crossrail do not proceed.
There are no easy solutions to the former point,
but an alternative ‘infrastructure strategy’ could
be developed to deal with the latter point.
Whilst this should be led by TfL, the involvement
of the SRA, government and others will be vital.
Such a strategy should also help to address the
timing issue, by ensuring there is a practical and
affordable rolling-programme of infrastructure
improvements to address transport problems.
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Chart 2.5 : Plan of ‘core’ transport infrastructure proposals and London Plan sub-regions (please refer to table 2.1 for key)
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5

– Thameslink 2000
– East London Line
– Croydon Tramlink extension

Summary
2.28 The above discussions will have made clear
that there is a considerable range of transport
infrastructure proposals on the table. It is also
clear that improvements in London’s transport
infrastructure are necessary, particularly if it is to
remain a leading world city, but there are obvious
short-term delivery problems.
2.29 A key issue is over the affordability of the
various projects. The funding gap, as far as we
have been able to identify, is approximately £35
billion. Furthermore, alongside this funding gap
it has to be recognised that over £20 billion is
expected to be committed by the private sector
for other transport projects, such as the tube
PPP deal. This is likely to reduce the potential for
the private sector to overcome the identified
funding gap.
2.30 It is therefore going to be necessary to
prioritise between schemes. Government must
take the lead on this we would suggest. It may be
going too far to say that we need a list of national
or regional priority schemes, but it is something
that should be considered. There can be various
objections to such an approach, as it might
prevent individuals developing transport
initiatives, but there are ways in which such
matters can be appropriately dealt with.
2.31 There will be various factors to consider in
selecting between schemes, but undoubtedly the
regeneration and property-related impacts will be
of major significance. To assist in this area,
therefore, we have carried out an assessment of
the property and regeneration impacts of the
various schemes, and the findings are discussed in
the next section.
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‘Property has its duties
as well as its rights.’
(Thomas Drummond)

3 The property related impacts

Background
3.1 As was stressed in the previous section,
regeneration and property-related impacts should
be important in the process of selecting schemes.
They will also be important in their own right, not
least for residents and businesses affected by the
schemes. This section therefore provides an
overview of the potential property impacts of the
various schemes.
3.2 A first point to recognise is that the
relationship between transport and property
impacts is not fully understood. There have been a
number of studies to examine the relationship, as
well as to quantify the impacts. The results have
been mixed. Even so, there is a general acceptance
that transport schemes do have ‘real’ impacts
upon property and in terms of regeneration.
3.3 RICS, in conjunction with the Office of the
Deputy Prime Minister, have appointed UCL and
ATIS REAL Weatheralls to carry out a study into
the relationship between land use, land values
and public transport. Following a Stage 1
literature review, a pilot scheme in Croydon is to
be carried out. This will explore and seek to
measure the impact on land and property values
from public transport investment, but does not
try to make policy recommendations.
3.4 Whilst the research considered in this report is
not directly concerned with assessing the impact
of transport projects upon property values, or
similar factors, it is difficult not to consider these
matters in some form. Not least, this is because
the scale of benefit (and disbenefit) of a project
will have a direct bearing upon the likelihood, and
legitimacy, of requiring private funding. It is for
this reason that we have carried out a broad
strategic assessment of the property-related
impacts of the listed transport schemes.
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The property impacts of transport schemes
3.5 Table 3.1 provides a summary assessment of
the property-related impacts of the various
transport schemes, with fuller detail contained in
Appendix D. Naturally, there needs to be a few
words of caution about how the data is
interpreted, as well as an understanding of how
the assessment was made.
3.6 Taking the method of assessment first, a
couple of points need to be made.
• The emphasis in constructing the property
impact table was to provide a consistent and
robust overview of the range of property-related
impacts of each transport scheme. Inevitably,
given different methodologies used by scheme
designers and developers, as well as the state of
play of the various projects, full data for all
schemes was not available.
In fact, there was considerable variation in the
range and quality of data available. In short, in
order to assemble a ‘consistent and robust’
assessment, we have had to make judgements
about certain schemes without full information.
As such, we have therefore used a broad and
indicative scaling of impacts, rather than
detailed numbers. This approach gives more of
the flavour of the impacts, rather than precise
details, which is probably realistic given the
degree of uncertainty over some projects.
Where possible we have incorporated the
views and assessments of property agents into
our analysis.
• A second point regarding the method of
assessment is that it does not take account of
the impact of ‘packages’ of schemes. In other
words, it treats each scheme as independent of
each other scheme. In practice, there could be
mutually reinforcing influences between
schemes, such as Crossrail 1 and the East
London Line. Equally, however, there is a case to
be made that implementing one particular
scheme may reduce the overall potential of
another scheme. To reiterate, these factors have
not been considered in the overall assessment.

3.7 Turning to the cautionary notes on the data,
the major point is probably the fact that we are
assessing impacts on the basis of considerable
uncertainty. For some of the schemes the precise
route details are unavailable, service details are
unclear and funding mechanisms are unspecified.
In that context, the potential impact of such
schemes on regeneration and property can only
be broadly calculated.
3.8 It should be mentioned, however, that for
some schemes there was a reasonable base from
which to compile the assessment, including
existing assessments of property-related impacts.
In fact, a considerable amount of ‘impact
assessment’ information was examined in arriving
at the results summarised in Table 3.1 (see
Appendix D for the more detailed assessment of
schemes).

3.11 The above point is important as it deals
with the ‘scaling’ of impacts. Thus, a scheme that
has ‘local’ impacts may not generate in overall
terms the same quantity of, say, regeneration
impacts that a scheme with a network-wide effect
might have. Even so, the regeneration impacts of
the ‘local’ transport scheme may be of particular
significance to the local area, and help overcome
social exclusion barriers to a greater extent than
the network-wide scheme. This is difficult to
capture in a summary table, but it should be
remembered in interpreting some of the
assessments in Table 3.1.
3.12 The key used for assessing the property
impacts of the identified transport schemes is,
as mentioned above, deliberately broad. The key is
as follows:
/
High

3.9 The assessment categories used in Table 3.1
are, for the reasons discussed above, deliberately
very broad: namely high, medium or low impact.
It is a matter of interpretation in some instances
as to whether an impact is considered to be, say,
‘low’ or ‘medium’. However, in most cases the
distinction is reasonably clear-cut, although
further work in this area would help verify these
assessments.

Medium

Low

/
/

3.10 Of more relevance, perhaps, is distinguishing
significance in terms of the geographical extent
of impacts. The more detailed version of Table 3.1
in Appendix D makes a distinction between
impacts that are system-wide, route or corridor
based, or focused on focal points (usually
stations). In condensing this information into the
summary assessments provided in Table 3.1 it has
been necessary to make informed judgements.
Again, this should be recognised in interpreting
the results.
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Table 3.1: Property impact assessment
Scheme

Development potential

1. West London Line
2. East London Line extensions

Regeneration

/

/

/

/

/

/

/

/

3. Orbirail (excluding ELL and WLL)
4. Channel Tunnel Rail Link

/

/
/

/
/

/
/
/

/

/

/

5. Thameslink 2000

/

6. Upgrade Liverpool Street to Stansted link
7. West London Orbital

/

8. London Underground PPP
9. Bakerloo Extension to Camberwell

/

/
/

/
/
/
/

/
/
/
/

/
/
/
/
/

/

10. Victoria Line Extension to Streatham
11. South London Metro
12. CrossRail Line 1 (East – West)
13. CrossRail Line 2 (SW to Hackney – possibly Stansted)
14. West London Transit (Uxbridge Road-Shepherds Bush)
15. Greenwich Waterfront transit
16. East London Transit

/
/

19. DLR extension to London City Airport
20. Woolwich DLR Tube Crossing
21. Barking and Thamesmead Road bridge
22. North Greenwich to Silvertown road bridge or tunnel

/
/
/

/
/
/
/
/

/

/
/

25. Terminal 5

/

26. Extra runways (Heathrow, Gatwick, Luton, Stansted)
27. New London Airport at Cliffe

/
/
/
/
/

28. Northolt Airport conversion
29. Bexleyheath Area Intermediate
30. Bromley – Lewisham Intermediate

/

/
/
/

32. Sydenham -West Norwood – Balham/Intermediate

/

/

Key:

/

/

/
/

/

/
/
/
/

31. Grove Park - Bromley North Intermediate

Low

/

/

/

24. London Orbital MMS (ORBIT)

/
/
/
/

/

23. A13 upgrade
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/
/
/

/
/

18. Croydon Tramlink extensions

Medium

/
/
/
/

/

17. Cross River Transit (Peckham to Camden Tramlink)

High

Values

/

/
/
/
/
/
/

_

/ _

Scheme

Development potential

Regeneration

Values

/
33. Croydon to Camberwell bus corridor
34. A23 Study (Croydon – Streatham – Central London) Intermediate

/

35. Sutton - Epsom Downs Intermediate

/
/
/

/

/
/

/
/
/

/
/

/
/

36. Twickenham – Shepperton Intermediate
37.Richmond – Twickenham Intermediate
38. Kingston area proposals (Inc A312 tram)
39. Hampton Court – Surbiton Intermediate
40. Heathrow orbital links Intermediate
41.Hounslow loop line Intermediate

/
/

42. Heathrow to Hammersmith A4 tram

/

/
/

/
/

43. Chiswick - Brentford – Hounslow Intermediate
44. Greenford - W.Ealing - Ealing Broadway Intermediate

/

45. West Ruislip – Uxbridge Intermediate
46. Greenford - West Ruislip Intermediate

/

47. Ealing - Acton - Clapham Junction Intermediate

/
/

48. Ealing - Willesden - Brent Cross (Bus route 266)
49. Park Royal area Intermediate
50. Watford – Euston Intermediate
51. Harrow Road Intermediate

/
/
/
/
/
/
/

/
/

/
/
/
/
/
/
/

/
/
/

/

/
/

/
/

/

/
/

/
/

52. Edgware Road and Brent Cross Intermediate

/

/

/
/

53. Finchley Road Intermediate

/

54. Wood Green Intermediate
55. Enfield to Finsbury Park to Camden (Bus 29/329 corridor)
56. Stratford to Waltham Cross or Enfield Intermediate

/
/
/
/
/

/
/
/

/

/

/

57. Hertford Road Intermediate

/

/

58. Chingford Line Intermediate

/

/

/

/

/

/
/
/

/
/
/

62. Romford Area Intermediate

/

/
/

/

63. Romford Road corridor Intermediate

/

64. Romford - Upminster – Grays Intermediate
/

/

/

/

59. Walthamstow - Chingford Mount Intermediate

/
/

60. Eastern end of the Central line Intermediate
61. Gospel Oak – Barking Intermediate

Key:

High

Medium

/

Low

/

/
/
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3.13 From Table 3.1 a number of general
conclusions can be drawn out, but readers are
reminded that fuller details are available in
Appendix D.
3.14 In terms of the potential for generating
development potential, schemes that are likely to
be of most significance include:
• East London Line
• CTRL

3.17 It will be seen from the above summary that
similar names keep appearing, such as Crossrail
and CTRL. This is not surprising given the scale of
these schemes. However, this should not
underplay the impacts of other schemes, which
could be significant locally. In addition, the impact
of ‘packages’ of schemes could lead to an
intensification of benefits, the cumulative impact
of which would be greater than each scheme
viewed independently, as mentioned in the
previous section. Such an example would be the
three cross-river transport proposals.

• Thameslink 2000
• Crossrail 1
• The proposed Bakerloo and Victoria line
extensions southwards
• The most developed transit schemes (e.g Cross
River Transit)
• The cross-Thames road and rail links
• A13 improvements and the various airportrelated proposals.
3.15 Regeneration potential may be most
significant with the CTRL, Bakerloo and Victoria
extensions, Crossrail, the Cross River Transit, the
City Airport and Woolwich DLR extension,
Thamesmead bridge, the A13 improvements and
the possible new airport at Cliffe.
3.16 Those schemes that offer the greatest
potential to change property values include CTRL,
Bakerloo and Victoria extensions, Crossrail,
Greenwich Waterfront transit, Cross River Transit,
Orbit, DLR City Airport extension, the various
airport-related proposals, and the Heathrow Hammersmith A4 tram.
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3.18 A key issue, however, and which was
discussed in the previous section, is the overall
focus of development and growth emphasis in
London. Currently, and historically since the
second world war, west and central London
(including the City) have been the main focal
points of development in the capital. The
Docklands has extended the boundary eastwards
slightly, as has Croydon for the south.
3.19 Development in the Thames Gateway has
been limited, however, and yet such growth is a
key objective of the Mayor’s development plan, as
well as a target of government. The transport
schemes listed will have an important role to play
in encouraging appropriate growth in the Thames
Gateway, as well as other areas, although they
cannot automatically guarantee occupier demand
and therefore institutional investment. However,
over-arching this is the potential influence of
future airport development. In basic terms, the
issue is whether there is a shift in emphasis in
airport development from west to east London.

3.20 One final issue worth mentioning is the role
of cost-benefit analysis in scheme assessment.
The governments New Approach to Appraisal
(NATA) is an improvement over previous
approaches, not least because of the more
consistent treatment between road and other
modes of transport. However, property and
regeneration related factors still have a limited
level of incorporation within this overall approach,
and this tends to be on the basis of a ‘score’ rather
than a financial or quantitative assessment.

Summary
3.22 We have provided a broad assessment of the
property-related impacts of the various transport
proposals identified. Further details are contained
in Appendix D, but the summary details provided
here indicate that there could be significant
positive impacts associated with the range of
transport proposals on the table. This is just as
well given the expectation by the Mayor’s Office
of an additional 9 million sq m of office
development in the capital over the next 15 years.

3.21 Clearly, property and regeneration factors are
only some of the issues that need to be
considered, alongside environmental factors,
accident reduction, journey time reductions and
so forth. Even so, impacts upon these propertyrelated factors can be significant within the
overall scale of a project’s effects. In addition, as
will be discussed in the next section, these
beneficial impacts upon property could be utilised
– in certain defined circumstances – as a possible
means of securing funding contributions towards
the transport improvements. It is therefore
important that the methodology for assessing
these impacts is clearly established, and at a
minimum that a consistent approach to such
assessment is used.

3.23 It should be stressed that the purpose of this
section of the report has not been to produce
definitive data on property impacts, but to
provide a consistent and robust overview of what
these impacts might be. More detailed work is
necessary to identify this – which is difficult given
the early stages of some of the projects. In
addition, it is important that a consistent
approach is used to identify and measure these
property impacts.
3.24 Although we have highlighted the various
forms of impact of each scheme, it should be
reiterated that we have deliberately not assessed
the potential impact of ‘packaged’ proposals.
These could be significant.
3.25 In summary, there appear to be good
property and regeneration reasons for many
schemes, although a consistent approach to
identifying and assessing these impacts would
assist in comparing the relative merits of
proposed schemes. A critical hurdle, however, is
over the issue of funding for such schemes. This is
dealt with in the next section.
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‘Whatever party is in office,
the Treasury is in power.’
(Harold Wilson)

4 Gap funding mechanisms

Introduction
4.1 The funding of transport projects in the UK is
complex. Indeed, it is probably reasonable to state
that the funding of transport projects is complex
in all developed countries. However, this has not
always been so.
4.2 In the post-war period in the UK, transport
infrastructure projects were funded entirely by
government in the main. However, over the last
20 years there has been an increasing shift
towards private sector involvement in transport
project funding, as well as in the delivery and
operation of such schemes.
4.3 The main forms of private sector involvement
in terms of funding transport schemes has been
through PFI/PPP contracts, Design Build Finance
and Operate (DBFO) contracts, and direct equity
funding. In addition, support can be gained from
government for the promoters of schemes
through Section 56 grants.
4.4 Outside of the direct transport field there
have been various ways through which
infrastructure has been funded. This has included:
• Statutory undertakers providing infrastructure
(e.g. water and sewerage) and passing these
costs on to the developer, who in turn may pass
them on the eventual consumer of the property
or to the selling landowner.
• In addition, environmental and public health
requirements can require infrastructure to be
funded on the basis of the ‘polluter pays’
principle. In other words, developers may be
required to provide new infrastructure to
ameliorate adverse impacts of a development.
• Related to this is the use of conditions as part of
planning permission approval to seek new, but
related, infrastructure, such as road
improvements.
4.5 In general terms, however, whilst individual
funding arrangements for projects can be
complex, there are only a few basic means by
which such funds can be generated. Accordingly, a
key focus of this research has been upon
‘innovative’ funding mechanisms to support
transport infrastructure development.
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In this context it is worth making two points:
• Innovative is a relative term. What is innovative
in the UK can be seen as ‘mainstream’ in other
countries. In addition, innovative funding
approaches may only seem so if viewed through
a narrow historical perspective. Thus, road
charging existed in Britain in the eighteenth
century with the turnpike road system.
• Public funding support for transport projects is
assumed still to be required. There are well
established economic theory arguments about
the value and necessity of public support for
transport projects, such as re-distribution of
benefits across the economy etc. In fact, there
are strong arguments presented for government
being the sole funder of transport infrastructure
projects.
4.6 It seems clear, however, that government
needs – for political reasons at least - to obtain
non-public funding support for transport projects.
In that context, this section provides a review of
what ‘innovative’ methods could be used to help
in raising funds for transport projects. A particular
focus is upon how the property sector might be
able to assist in certain circumstances, on the
assumption that this sector may gain benefits
from such transport infrastructure improvements.
The extent to which this is the case needs to be
clearly demonstrated before new and ‘innovative’
funding mechanisms are introduced. This is on
the basis that if the ‘beneficiary’ is required to
provide funds towards such a project, it is
necessary to demonstrate that they will actually
benefit from it.
4.7 It is also important to raise the issue of the
extent to which the application of new funding
methods should represent an additional tax
burden, as opposed to being based on some form
of re-distribution of finances. This overlaps with
the ‘beneficiary’ point above: it may be reasonable
for real benefits to be used as a partial source of
funding for transport infrastructure projects.
Equally, however, it is important to clarify matters
of principle in terms of how the overall real
tax/benefit ratio may change.

4.8 Related to the above point, is the fact that
London is recognised as having a net outflow of
taxes to other parts of the country. The precise
amount of such outflow is uncertain, but it has
been estimated at £20 billion per annum. The
case has been made elsewhere that at least some
of this outflow should be used to support the
activities of London, including improving
infrastructure provision.
4.9 Decisions of funding routes will also need to
consider if one or several funding methods are
used. Our review has focused on each method
individually. It is possible, and in fact happens,
that several methods could be used in
combination. We have not considered this directly,
although we have included some commentary on
this. In certain respects, however, as long as the
above matters are clarified, what is of more
importance is establishing the principle of
whether new and innovative funding methods are
going to be used at all. (In this context it should
be noted that we have not provided a review of
the PFI/PPP approach. This approach, as indicated
earlier in the introduction, is already well
established in the transport field, and so this
review has not examined it in any detail).
4.10 A final introductory comment relates to
timing. Funding decisions on a number of the
proposed transport infrastructure projects need to
be made soon, notably Crossrail 1. However, the
funding methods identified and reviewed here are
at various degrees of ‘readiness’ in a UK context:
in other words, some would be unlikely to meet
‘immediate’ funding requirements. This factor is
likely to have an important influence upon
decisions about the possible introduction of new
funding methods.
Funding review
4.11 Our approach to the review of innovative
funding methods involved several strands of
investigation. Firstly, there was the issue of
identifying such methods or approaches. This has
involved a search through the literature, which in
this field included a heavy reliance on the
internet, discussions with relevant authorities and
individuals, and reviewing experiences elsewhere.
(Further information is contained in the
Bibliography in Appendix G).

4.12 As a result of this, a list of potential funding
methods has been developed. This is considered
to be a reasonably comprehensive list, although
we have omitted methods that were highly
unlikely in a UK context or would be likely to
generate only relatively small funds. The funding
methods identified are listed below, and Appendix
E provides more detail on each of them.
1.

Road pricing

2.

Workplace parking and general parking
charges

3.

Motor taxes

4.

Consumption taxes
A. Sales tax
B. Gambling tax

5.

Employer/employee taxess

6.

Cross-utility funding

7.

Property-related taxes
A. Business rate levy (BRL))
B. Tax incremental financing/local tax reinvestment programmes (TIF/LTRP)
C. Business improvement districts (BIDs
D. Land value taxation/site value
rating (LVT/SVR)
E. Greenfield development tax (GDT)

8.

Development charges
A. Freehold levy
B. Planning gain/tariff
C. Buy-in charges

9.

Bonds

10. State-based loans and grants
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Table 4.1: Taxonomies of innovative funding methods
Berry and Sims

European Commission

Specific Taxes

Beneficiary Pays/Collective Charge

Ubbels and Nijkamp

• Roadspace charges

• Development charges

• Employee taxes

• Consumption taxes

• Benefit charging

• Property taxes

• Local motoring taxes

• Density bonusing
• Density auctioning
Non-tax Methods

Beneficiary/Polluter Pays

• Developer levies
Polluter Pays

• Employer/employee taxes
• Property-related taxes
• Development levies

• Transit integration payment

• Parking charges and fines

• Parking charges and fines

•

• Road space charges

• Cross-utility financing

• Local motor taxes

• Other unconventional charges

Surplus land sale

• Connection fees

Collective Charge

• Consumption taxes
Neutral

• Cross-utility financing

4.13 Alongside the identification of funding
methods has been the development of an
appropriate framework for assessing each of
them. This was based partially on the needs of
this project, but was also developed on the basis
of structures or taxonomies developed by others.
In essence, the review framework had two
dimensions: a classification or taxonomy of
funding types; and a set of evaluation criteria by
which each funding type could be examined on a
systematic and consistent basis.
4.14. In terms of the taxonomy of funding
methods, various approaches have been used in
the literature. Berry and Sims (1999), for example,
classify funding approaches into either tax or
non-tax based. The European Commission (EC DG
TREN, 2000) identified eight funding methods,
which they classified into four broad groups:
beneficiary pays; polluter pays; collective charge;
and neutral. Ubbels and Nijkamp (2001),
meanwhile, provided an ‘open’ list of funding
types which they then assessed against a set of
decision rules based on ‘success factors’.
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4.15 In summary, there is some variation in the
classification of funding methods between
authors, although this appears to be more an
issue of perspective rather than real differences.
However, there is more consistency in terms of
the methods themselves. This can be seen from
Table 4.1 below, which provides a summary of
how the various funding methods assessed by
authors have been classified.
4.16 The funding methods reviewed as part of
this project have been classified according to a
modified version of the above taxonomies. The
focus has been upon a simple taxonomy, yet one
that captures the key emphasis of the funding
methods as we understand them. The taxonomy
organises funding methods according to the
following factors:
• Whether they represent an approach based on
the ‘polluter pays’ principle
• Methods that are essentially general taxation
based

Table 4.2: Project specific taxonomy of innovative funding methods
Taxonomy

Polluter Pays

Funding method

1. Road charging
2. Workplace parking and parking charges
3. Motor tax

General Taxation

4. Consumption tax
A. Sales Tax
B. Gambling Tax
5. Employer tax
6. Cross-utility funding

Beneficiary Pays/General Taxation

7. Property-related taxes
A. BRL
B. TIF/LRTP
C. BID
D. LVT/SVR
E. GDT
8. Development Charges
A. Freehold Charge
B. Planning Gain/Tariffs
C. Buy-in Charges
9. Bond financing

Non-specific/General Taxation

• Methods that are mainly based on the
‘beneficiary pays’ principle, although this may
overlap with the general taxation approach
• A ‘non-specific’ approach that also fall into the
general taxation category, namely state grants
and loans.
4.17 The taxonomy is summarised in Table 4.2.
4.18 The second dimension of the funding
methods assessment framework has been the
development of appropriate evaluation criteria. In
the first instance each method was examined
according to the following factors:
• The common names of the funding mechanism
• How it operates
• Advantages and disadvantages

10. Grants

• Further reading sources.
4.19 This structure provides a useful summary
reference on each method, and should enable a
basic understanding of each method to be
obtained. The results of this assessment are
contained in Appendix E.
4.20 A summary of the results of our examination
of each funding method based broadly on the
above structure is provided in Table 4.3. This looks
at the principles of each approach, advantages
and disadvantages, and an indicative assessment,
where possible, of the levels of funding that could
be associated with each method in a London
context. These should be recognised as broad
indicators rather than precise figures. Appendix E
contains the detailed method by method review,
and should be referred to in understanding each
funding method in more detail.

• Examples in practice and general commentary
on it
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Table 4.3: Summary of ‘innovative’ transport funding mechanisms
Funding method

Principles
for London

Advantages

Disadvantages

Potential funding

1. Road charging

Road users are charged
for the use of road space.
This may be through
passing a ‘cordon’, or
based on congestion
levels in operation when
using the road. Can also
be applied to other
transport modes, such as
airport landing slots.

Can lead to reduction in
congestion and pollution,
highlights external costs
of private motor use,
internalises the marginal
social cost (accidents,
road damage, pollution
and congestion) of road
use.

Boundary-edge
discrepancies can arise.
Inappropriate boundaries
can also depress
vulnerable areas. Can lead
to congestion on other
routes/modes. Knock-on
impacts on
property/businesses not
fully understood.

Estimated to generate
£130 m per annum (TfL).
To be hypothecated to
public transport.

2. Workplace Parking
Charge/Parking
Fines

Use of charges for use of
non-residential parking
spaces or fines for illegal
parking for transport
schemes

Parking fine funds
relatively easy to collect
and administer.
Workplace parking charge
could lead to significant
reduction in car use.

Difficult to operate
workplace parking
charge at same time as
road charging given
concerns over doublecharging. Diverting
parking fine revenues may
be resisted by local
authorities/private
operators.

Estimated to generate
between £80 and £100
million per annum (TfL).

3. National/ Local
Motoring Tax

A tax levied as a
percentage on fuel, excise
duties, or the market
value of vehicles. Funds
hypothecated for
transport related projects.

Relatively easy to collect
using existing structures.
Direct link between
transport ‘tax’ and
transport ‘benefit’ can be
shown.

Difficult to operate in the
UK at a local level.
Additional tax increases
on petrol likely to be
politically sensitive. (Reallocation of existing
taxes may be more
palatable, but Treasury
will be opposed.)

A 1p increase on a litre of
fuel would generate £450
million per annum (IFS).

4. Consumption Tax –
A. Local Sales Tax

Tax imposed on the
consumption of goods,
such as luxury items,
utilities, specific services
or general merchandise,
including sales tax, beer
tax.

Relatively easy to collect,
on similar basis to VAT.
Could be applied on a
geographically specific
basis.

May negatively impact on
London retail activities,
especially in suburban
areas. Blunt approach
that impacts all
consumers rather than
direct users of transport.

A 0.25% charge on retail
sales in London would
generate £180 million per
annum. Over a 20 year
period this equates to
approximately £2 bn (GVA
Grimley, ONS).

4. Consumption Tax –
B. Gambling Tax

Similar to above, only
related to gambling
activities, including the
lottery

Relatively easy to collect.
Can be used to
demonstrate society
benefits from permissive
activities

Would require changes to
Lottery funding
arrangements. Additional
taxes on other gambling
activities, if London
specific, may encourage
re-location of such
activities.

Lottery and gambling
revenues nationally are
between £1.5 and £3
billion per annum (GVA
Grimley, ONS).
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Net transport revenue to
the Treasury is £16.2
billion annually (ONS).

Table 4.3: Summary of ‘innovative’ transport funding mechanisms
Funding method

Principles
for London

Advantages

Disadvantages

Potential funding

5. Employer/employee
tax

Tax paid by employers or
employees within a city,
and the revenue is directly
channelled into the public
transport system.

Operated successfully in
other developed countries
(France, USA). Large
revenues can be
generated, and funds can
be seen to be related to
local public transport
improvements.

Increases overall tax
burden. Many of
beneficiaries of transport
improvements in London
not based in London (e.g.
commuters). Could lead to
loss of employment.

A 0.1% charge on turnover
of businesses in London
with more than 9
employees would
generate £416 million p.a.
(SBS, GVA Grimley).
(Note: turnover is used as
a proxy for a tax related to
salaries).

6. Cross Utility Funding

Two options: levy on
utility use (similar to sales
tax); cross-subsidy of loss
making department with
profitable department.

Relatively simple to
administer and collect
levy system. Cross-subsidy
an equitable means of
distributing ‘public
support’ activities.

Cross-subsidy approach is
in-appropriate in the UK
with privatised utility
organisations, and EU
competition law. Levy
approach would need to
operate nationally given
open market sales policy,
and would probably
require legislation.

A 0.25% charge on, for
example, the turnover of
Thames Water, would
generate £271 million per
annum (GVA Grimley).
This assumes that all
their operations relate to
London of course.

7. Property related
taxes – A. Business
Rate Levy

Charge on the Rating and
Council Tax system,
applied locally rather than
nationally. Focus is upon
tenant/occupier rather
than landowner.

Difficult to avoid, and
business rating list is
regularly updated. Value
changes are self-adjusted,
so do not need to grade
changes.

Tenants charged twice
effectively (i.e general tax
and local tax). Do not see
any direct benefit in land
values, unless an owner
occupier.

Potential to generate
£2 - £3 bn over 20 year
period through 2p in £
increase on commercial
property in impact area
of Crossrail 1. This is, in
broad terms, £100 million
to £150 million per
annum (CB Hillier Parker).

7. Property related
taxes – B. TIF/LRTP

Expected growth in
property tax revenues are
securitised to provide
funds for infrastructure
improvements.

Defers payment from
businesses, and does not
directly require existing
users to pay. Time limited,
and can stimulate new
development.

Cannot guarantee
development. Funding
can also be slow to
come forward.

Assuming 9 million
sq m office comes
forward over the London
Plan period, then between
£113 and £170 million
could be generated per
annum. The figure could
be significantly higher
if other land uses – such
as retail and leisure – are
included, possibly closer
to £300 million per
annum (GVA Grimley,
VOA).

The existing or potential
uplift in property values
caused by a new
infrastructure
improvement is identified.
The associated increase in
UBR can then be
amortised and used as
security for bond finance.

Does not require primary
legislation. Does not
impose additional tax
burden as it will be
collected through
‘released added value’.
Would encourage more
frequent updates of UBR.
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Table 4.3: Summary of ‘innovative’ transport funding mechanisms
Funding method

Principles
for London

Advantages

Disadvantages

Potential funding

7. Property related
taxes – C. BID

Allows levy to be raised
on property in specified
area. Proceeds used to
fund infrastructure and
other improvements.

Does not require primary
legislation. Can increase
public-private cooperation. Much
experience in the US to
show how best to
implement.

Boundary definition and
business inclusion can be
difficult, as can ‘voting’
rights on the BID.
Payment levels can be
difficult to structure.
Likely to be seen as an
extra tax.

A 0.25% charge on the
value of institutional
property (office and retail)
in Central London only,
would raise
approximately £45 million
per annum (IPD, GVA
Grimley).

7. Property related
taxes – D. LVT/SVR

Taxation based on value
of land. Ranges from
application in city context
to uplift in land value,
through to complete
reform of the overall
taxation system. It relates
to land values rather than
property values, and
focuses on landowners.

Encourages appropriate
development.
Landowners who see fall
in value compensated,
whilst only those who see
increase taxed. Does not
directly impact occupiers.

Regular valuations
required. Initial data
collection likely to be
considerable and
complex. Requires
primary legislation,
particularly if pursued
as alternative to income
tax. Planning system
may be too inflexible to
accommodate in shortterm. Appeal process may
be complex.

Focusing on the ‘uplift in
value’ approach only, and
basing the assessment on
the capture of 25% of
value uplift, then for
Central London the tax
could generate above
£450 million per annum.
However, in principle this
approach is advocated as
a replacement of existing
taxes, not a source of
additional funds (GVA
Grimley).

7. Property related
taxes – E. Greenfield
Development Tax

A one-off tax on the sale
or granting of planning
permission on a
‘greenfield’ site. The
proceeds could be used to
fund infrastructure
improvements.

Encourages development
in more sustainable
locations. The tax can be
seen as recognition that
local authority will have
to service the
development..

May be difficult to define
‘greenfield’ sites. May not
assist urban areas with
little greenfield
development potential.
May encourage
development activity to
other areas/regions.
Would require legislation
is some form.

Assuming a third of all
land development is on
greenfield sites, with 10%
of this relating to London,
and a 5% ‘tax’ on sales,
then possibly £13 million
per annum could be
generated (GVA Grimley,
Inland Revenue Statistics).

8. Development
Charge – A. Freehold
Charge

A levy on freehold
property in a specific area
(either London-wide or
the ‘impact area’ of a
scheme). The levy is
applied to the uplift in
property values in a
specified area as a oneoff charge.

Charges based on sale
price easy to collect.
Concept simple to
understand.

Would penalise those
who lost value as a result
of the scheme. System
would require legislation
to introduce. Assessing
the increase in value
associated with a
transport scheme would
be difficult. Decisions as
to the timing of the
impact would need to
be agreed.

Potential to generate
£2.2 bn over 15 years
through a 2% levy on the
total post-Crossrail value
increases (CB Hillier
Parker).
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Table 4.3: Summary of ‘innovative’ transport funding mechanisms
Funding method

Principles
for London

Advantages

Disadvantages

Potential funding

8. Development
Charge – B. Planning
Gain/Tariff

A levy on new
development in a
designated area. This is
based on changes in
value. In the UK this is
typified by Planning Gain
(S106 agreements).

Difficult to avoid as
development requires
planning consent.
Relatively straightforward
and understood. Using
existing systems and
currently in place.

S 106 agreements would
happen anyway.
Restricting use of funds to
transport schemes. Can
only support
infrastructure of direct
relevance to the
development.

Potential to obtain £2 £3.1 bn of revenue by
2025 as a result of S106
agreements in the
Crossrail area. This
equates to approximately
£90 million to £135
million per annum, but
would require directive
from GLA (CB Hillier
Parker).

8. Development
Charge –C. Buy-in
Charge

Methods that involve a
‘charge’ of some sort for
landowners to capitalise
on infrastructure
improvements. Examples
include Connection
Charges, Transit Impact
Fees, Density Bonusing
and Joint Development.
(May require use of CPO
powers).

Seen as a ‘proactive’ tool
in which those who are
prepared to invest see
increased opportunity to
obtain benefits. Can be
specific mechanism,
similar to S106.

May only secure relatively
small levels of revenue.
Would require changes to
Local Plans/UDPs. Might
also be seen as ‘selling’ of
planning permissions.

The combination of
measures such as density
bonusing and connection
charges (see Appendix E),
could generate between
£10 - £50 million per
annum. However,
modification to existing
charging restrictions
could increase this figure
further.

9. Bonds

Secure funds for capital
investment through a
bond issue, with revenues
from the completed
operation used to service
the payment of interest to
bond holders.

Well understood
mechanism for financing,
and can generate
significant amount of
capital.

Unlikely to cover the full
cost of a transport
infrastructure project, and
often requires
government guarantee,
which may not be
forthcoming. However,
has been used for CTRL.
May be limits to what the
City can lend.

The New York
metropolitan Transport
Authority generated
approximately £500
million per annum over
the last two decades.
Current bond
‘commitments’ for
transport schemes in
London (e.g. Tube PPP),
translate into an average
of £2 billion per annum
(GVA Grimley).

10. State loans/grants

Grant or loan provided
from state sources (local,
regional, national of EUlevel). Generally only for a
proportion of total costs,
and specific criteria need
to be met.

Well understood if
cumbersome methods.
Generally low risk. Do not
require legislation.

Rules can be complex.
Only partial funding
provided, so usually
require support from local
authorities.

The relevant UK
grant/loan ‘pot’ is
currently estimated as
£2.75 billion per annum.
Assuming 10% of these
funds are secured by
London, then £275 million
could be available from
this source. However, less
than a quarter may be for
transport infrastructure.
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4.21 However, the details in Table 4.3 do not allow
a full comparative analysis of the funding
methods. Accordingly, appropriate evaluation
criteria were developed to allow this to happen.
These criteria were based on criteria developed in
previous studies (notably EC DG TREN, 2000 and
Ubbels and Nijkamp, ), but modified to suit the
needs of the current study.
4.22 The detailed application of the evaluation
criteria used to review the funding methodologies
is contained in Appendix E. A summary of the
review is provided in Table 4.4 below. This is based
upon a more simplified application of certain of
the evaluation criteria discussed in Appendix E.
These simplified evaluation criteria were as
follows:
• Revenue generation potential: this is the scale
of funding that could be produced by the
method, expressed in terms of large, medium
or small.
• Operational costs: this is the scale of costs in
setting-up and operating the systems required.
This is expressed in terms of high, mixed or low
relative costs.
• Practicality: this examines a range of factors,
including administrative complexity, user
complexity, enforceability and the costs of
operation. This is expressed in terms of simple,
variable or complex.
• Transparency: this looks at how clear the
payment details are, including clarity on who
would pay it. This is expressed in terms of being
clear, mixed or unclear.
• Transferability: this considers how transferable
the funding method is to other areas, and in this
case the potential to transfer it to London. This
is a combination of requirement for new
legislation and the need to set up new
institutional structures to implement it. This is
expressed in terms of whether it is good, mixed
or poor.
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• Acceptability: this assesses how acceptable
the funding method is across various user
types, such as the public, business and
government. This is expressed in terms of high,
medium or low.
• Effectiveness: this provides a general
assessment of how effective the method has
been in delivering on the objectives generally
set for it. It is important to note here that the
purpose for which the funding method was
used can vary in important ways. In this
assessment we have tried to focus on the
potential effectiveness in the case of London.
This is expressed in terms of high, medium
or low.
4.23 Applying the evaluation criteria to each
funding method inevitably involved matters of
judgement. A key issue was over the focus of the
assessment, particularly whether the assessment
should be upon how the funding systems work in
general terms or whether the assessment should
consider their suitability in the context of London.
Such a distinction is not straightforward, however,
and so our emphasis was upon the general
operation of the funding method, but taking into
account the ‘London dimension’ as far as practical.
4.24 Table 4.4 opposite provides a summary
review of each funding method according to the
above evaluation criteria. It has to be recognised
that this summary is a simplification of the more
detailed assessment provided in Appendix E.
However, it should provide an indicative analysis
of the potential applicability of each funding
method.

Table 4.4: Summary assessment of funding mechanisms
Criteria
Method

1

Revenue

Operational

Practicality

Transparency

potential

costs

Transferability Acceptability

Effectiveness

1 Road charging

Large

Low

Simple

Clear

Good

Medium

High

2 Parking charges

Large

Mixed

Simple

Clear

Good

Low

High

3 Motor tax

Large

Mixed

Simple

Clear

Good

Low/Medium

Medium

4A Sales Tax

Large

Mixed

Simple

Clear

Mixed

Low/Medium

High

4B Gambling Tax

Large

Low

Simple

Clear

Good

Medium

Medium

5 Employer tax

Large

Mixed

Simple

Clear

Good

Medium/High

High

6 Cross-utility
funding

Large

Mixed

Variable

Mixed

Good

Low/Medium

Mixed

7A Business Rate
Levy

Large

Mixed

Simple

Mixed

Mixed

Medium

Mixed

7B TIF/LTRP

Medium

Mixed

Simple

Clear

Good

High

High

7C BID

Small

Mixed

Simple

Clear

Good

High

High

8A Freehold Charge Large

High

Variable

Clear

Mixed

Medium

Medium

8B Planning
Gain/Tariff

Medium

Mixed

Simple

Mixed

Good

Medium/ High

Medium

8C Buy-in Charge

Small

Low

Simple

Mixed

Good

High

Medium

8D LVT/SVR1

Large

High

Complex

Mixed

Poor/Mixed

Low/Medium

Low – High

8E GDT

Medium

Mixed

Variable

Mixed

Mixed

Low

Medium/ High

9 Bonds

Large

Mixed

Variable

Clear

Good

High

High

10 Loans

Medium

Low

Variable

Clear

Good

High

Medium/High

. Note that, in theory, this approach is a substitution for current taxes and not a source of additional funds.
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4.25 A number of key points can be made from
the summary assessment presented in Table 4.4:
• Firstly, there is no simple pattern that emerges
from comparing funding methods.
• The BID and Development Buy-in Charge
funding methods are likely to generate relatively
small revenue streams.
• Land Value Taxation/Site Value Rating is likely to
have relatively large operational costs, at least
initially. This does need to be off-set against the
significant revenues this approach could
generate. However, advocates of this approach
envisage that it would replace existing taxes
(such as UBR), and so additional funds should
not be generated from this approach. Matters
may be different in practice.
• The most complex methods include LVT/SVR,
Bonds and State-based loans and grants.
However, the complexity associated with bonds
and state grants and loans is more to do with
the technical process of securing funds. With
LVT/SVR part of the complexity relates to
uncertainty of how it would operate, as well as
technical and administrative requirements and
appeal systems.
• Most methods are reasonably transparent and
understood by users and administrators.
• Most methods are readily transferable. However,
it should be noted that road charging, parking
charges, TIFs, BIDs, planning gain, bonds and
state grants/loans do not need new legislation,
or are close to having such powers in place. The
other funding methods need legislation to
introduce them.
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• Low acceptability tends to be associated with
parking charges, motor tax, consumption tax,
cross-utility funding, LVT/SVR and greenfield
development tax.
• In terms of overall effectiveness, it is difficult to
make too definitive a distinction between all the
methods. Of more relevance in terms of
effectiveness, perhaps, and reinforced from the
findings discussed in Appendix F, is how the
funding method interacts with other factors.
4.26 A relevant issue in the context of London
relates to the potential timing of the above
measures. To deliver on some of the immediately
required schemes discussed in previous sections,
notably Crossrail, decisions on funding routes
need to be made in the very near future. Given
that many of the funding methods outlined in
Table 4.4 would require legislation to implement
them, then this rules them out as potential
sources for Crossrail in the short-term. This puts
the focus more upon measures such as TIFs, BIDs,
Bonds and Section 106 type arrangements.

Summary
4.27 There are a number of points that can be
drawn out from our analysis of ‘innovative’
funding methods. These points are summarised
below in bullet point format. Most points could,
in fact, be the subject of further discussion, but
we have focused on getting the key messages
across.
• A total of 17 funding methods have been
identified.
• In a London context they could generate,
individually, between £10 million and £450
million per annum – although bond issues
could, on past evidence, generate more than
this.
• Each method has been assessed in relation to
the following evaluation criteria: revenue
potential; operational costs; practicality;
transparency; transferability; acceptability; and
effectiveness. No simple pattern of results
emerged from the assessment, which supports
the findings of other research in this area.

• An important issue is whether the funding
method will be an additional tax or income
stream, whether it will be a replacement for
existing methods and therefore fiscally neutral,
or whether it will be a reallocation/redistribution
of funds.
• Related to the above point, it is still vital for
government to support the funding of transport
improvements. There are strong arguments for
them funding such projects in full, not least
because they already receive a return from such
investments via the rating system, but at a
minimum they will be the arbiter of whether a
transport scheme is viable or not.
• Further work and discussion is needed to bring a
particular funding method to fruition in London
or the UK.

• In fact, as demonstrated by various authors, the
‘success’ of a funding method depends upon the
combination of a number of factors, and often
the particular circumstances in place when the
method was introduced.
• The benefits of introducing a new funding
method need to be clearly explained to
potential ‘users’.
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‘Nothing great was ever
achieved without enthusiasm.’
(Ralph Waldo Emerson)

5. Conclusions and recommendations

Context
5.1 This section draws together the previous
three sections of the report, namely the transport
infrastructure proposals themselves and their
funding needs, the property impacts of the
transport schemes, and the analysis of potential
funding mechanisms. The purpose is to ensure
that these three issues are properly integrated,
and key conclusions drawn out. From this we
shall then go on to highlight a series of
recommendations aimed at moving matters
forward.

5.5 However, a critical issue which has not
been addressed yet, but which is likely to be a
key ingredient in the successful regeneration of
Thames Gateway, is airport location. Whether a
new airport at Cliffe is developed, or an expanded
Stansted is pursued, the continuation of the
centre-of-gravity of airport location in west and
south London will inevitably act as a drag on
development in the east. This may be a necessary
decision to avoid environmental concerns, but it
will have significant long-term consequences for
the regeneration of Thames Gateway.

5.2 Clearly, the link between the various
transport schemes and the draft London Plan and
associated Transport Strategy is important.
Transport schemes underpin much of the ability
of the London Plan to deliver on its policies,
particularly in relation to the development
expectations outlined in the Plan. In fact,
considerable emphasis has been placed on three
major transport projects in particular to help in
delivering the Plan – namely, Crossrail 1 and 2,
and Thameslink 2000.

5.6 Given the above context, there are a number
of key questions that can be raised in relation to
the development of transport infrastructure in
London. These are summarised below, and are
used as a framework for drawing together our
conclusions and developing recommendations.
Inevitably there is overlap between the questions,
but they should be suitably distinct to help
address key issues of concern.

5.3 This reliance on a limited number of expensive
schemes has raised concerns in a number of
quarters, such as the Government Office for
London (GOL) and the London Assembly itself.
The concern is primarily over ‘too many eggs in
one basket’. Given the funding position as we
understand matters, as well as the potential
property and regeneration impacts of other
schemes, the lack of a ‘Plan B’ is worrying. In fact,
as we have indicated in the report, there could be
considerable advantage in Transport for London
focusing on the delivery of projects it can control
and deliver, such as light rapid transit schemes
and other ‘intermediate’ modes.
5.4 A further key issue in relation to the London
Plan is over the emphasis on Thames Gateway. A
number of the schemes listed in this report, and
in the Mayor’s Transport Strategy and draft
London Plan, will help in regenerating this area.
However, the point raised above about the
‘uncertainty’ of funding and commitment for
some of the projects is significant.
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• Affordability - Can all the transport
infrastructure schemes be afforded?
• Funding – Who should pay for them – and how?
• Necessity – Are they all necessary?
• Timing – When might they be ready, and what
do we do in the meantime?
• Prioritisation – How should they be prioritised?
• Geography – Are all areas served by the
proposals – and does this matter?
• Property – What are the property and
regeneration impacts of the schemes – and how
is this incorporated into the overall assessment?

Affordability
5.7 Given a total potential cost of £76 billion,
we do not believe all the identified transport
infrastructure schemes for London can be
afforded. Even the ‘core’ schemes we have listed
require £39 billion. Over a 20-year period this still
amounts to just under £2 billion per annum.
5.8 An additional £2 billion per annum amounts
to approximately 20% on top of the government’s
current national expenditure on transport
infrastructure. It is unlikely that government
would be willing to pay all of this additional
expenditure. This is despite the fact that London
is estimated to see a net outflow of £20 billion
per annum of taxes raised in the capital to other
parts of the country, as well as the Treasury
receiving a net benefit from transport taxes of
£16 billion per annum.
5.9 We have estimated that the private sector
may be required to contribute almost half of the
funding (£35 billion) if all the schemes we have
identified are implemented. If only the ‘core’
schemes are introduced then the private sector
may be required to contribute approximately 20%
of the funding (£7 billion) – but this excludes over
£20 billion already ‘committed’ in some form.
5.10 In short, we believe there are major issues
related to how affordable the various schemes we
have identified are. This is not to say that the
schemes are not value-for-money, but there is a
limit to how much money is available to provide
such value at any one time.
Recommendation 1: The Government should
review the potential for channelling existing
funds to London to assist in transport
infrastructure funding.

Funding
5.11 Despite the comments above about the
‘need’ for the private sector to contribute to
transport infrastructure proposals, there is still a
strong economic argument for the government to
provide all the necessary funding for such
schemes. Clearly, this can only be the case if such
schemes meet appropriate cost-benefit economic
and social ‘justification’ criteria. It should also be
noted that the government receives a benefit
from funding such schemes through returns from
the rating system. This should not be ignored, as
the funds generated can be considerable.
5.12 PPP/PFI can play a role, particularly for more
modest schemes, but even this is likely to leave a
funding gap for many projects. It seems likely,
therefore, that the private sector – or at least nongovernment sources – is going to have to partfund a good many transport schemes. We have
worked on this pragmatic assumption in
considering the issue of funding. However, it
should be stressed again that the overall return to
the economy and society of transport schemes
can be considerable, and is therefore a solid
reason for governmental funding of schemes. In
addition, the issue of ‘double-taxation’ (e.g. paying
general taxation which should be used to fund
transport schemes, and paying again through an
additional charge for a specific transport project)
is real, and cannot be brushed aside.
5.13 We have illustrated that there are a wide
number of ‘innovative’ funding mechanisms that
offer the potential to secure private sector/nongovernmental funding. There are issues of the
appropriateness of certain of these methods for
London, as well as equity issues in terms of which
groups on individuals should make contributions.
There is also the need for a careful consideration
of the circumstances in which such methods
should be used.
5.14 However, probably the most critical issue at
this point in time, is over the ‘availability’ of these
funding methods. Basically only the funding
methods listed in the table overleaf are
understood to be available without major
legislation, or have legislation in train.
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Funding method

Potential revenue for London
(£ million per annum)

Congestion charging

130

Parking charges

80-100

TIF

170-300

BID

45

Planning Gain

90-135

Bonds

500-2,000

State backed loans and grants

20-70

5.15 These methods offer the potential for
sizeable amounts of additional funding to be
generated. However, apart from Bonds – which
may have constraints in terms of the amount of
money available given other opportunities –
individually these funding methods would not
generate enough funding to support even the
‘core’ schemes we have identified. Even when
combined, they fall short of the £2 billion per
annum funding required to fund all identified
schemes.
5.16 A further issue relates to the degree of
‘coercion’ attached to each method. Basically,
three groups can be identified: voluntary funding
methods, compulsory funding methods, and
those which propose a more fundamental change
in funding. The preference should be to use
voluntary approaches wherever possible, and use
the more compulsory funding methods only as
necessary. This would suggest that BIDs, Bonds
and State loans should be examined in the first
instance.
5.17 However, there is one particular ‘innovative’
funding method that is not properly available yet,
but which offers considerable scope for
generating funds. This is the Tax Increment
Financing (TIF) method. This would require
modification to the existing rating system, which
may be a useful exercise in itself, but would not
put an additional tax burden on existing
occupiers and landowners. This method could be
classified as voluntary in that it relies on new
businesses to generate the funds, but based on
these new businesses paying the same rating tax
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as existing businesses. This method could
generate £300 million per annum in Central
London alone.
5.18 There are various other funding methods
available, as we have illustrated. What is now
needed is for Government to consider these
methods more carefully, but bearing in mind the
caveats and concerns we have raised elsewhere in
this report.
Recommendation 2: The Government should,
in its various guises, continue to be a significant
funder of transport infrastructure schemes. There
may also be cases were it would be advantageous
for the Government to be the principal or sole
funder of transport schemes. This should be on
the basis of such schemes satisfying appropriate
cost-benefit assessments, and returns already
received or could potentially receive from the
UBR system.
Recommendation 3: A formal and detailed
review of the various funding methods should be
undertaken by Government. The output of such
work should be guidance to potential transport
providers and business as to the suitability of
methods for particular schemes, as well as
direction on potential legislative changes.
Recommendation 4: Currently available and
voluntary funding methods should be used
or considered in the first instance – assuming
full Government support for a scheme is not
forthcoming.

Recommendation 5: Funds generated from
existing sources, such as congestion charging,
should be used by TfL to implement ‘high profile’
and ‘quick win’ schemes that are under their remit
to deliver, rather than subsidising the existing
system. Progressing some of the intermediate
schemes identified in this report might help this,
and also demonstrate a visible link with the
proceeds from congestion charging.
Recommendation 6: Review the mechanisms by
which planning gain (S106) funds for transport
projects can be co-ordinated on a pan-London
basis for major schemes.
Recommendation 7: The mechanisms for
introducing TIFs should be enabled by
Government. (see Recommendation 2 above).
Necessity
5.19 In considering the affordability and funding
of the various transport schemes, the question
has to be asked if they are all really necessary? As
we have indicated in our analysis, even if funding
was available for all schemes, it is unlikely that
they would all go forward. This is because the
introduction of one particular scheme might,
for example, reduce the potential benefit of
another scheme.
5.20 One means of considering the issue of
necessity is to apply a standard assessment to the
costs and benefits of each scheme. This is
possible, to a certain extent, with the
government’s new approach to appraisal – as set
out in GOMMS. However, as we have illustrated in
this report, this approach does not allow a proper
and consistent assessment of property and
funding issues to be carried out.

5.22 This is partially why we have undertaken a
strategic assessment of the property and
regeneration impacts of the various schemes
identified in this report. This is a starting point,
but a more detailed assessment is required.
Recommendation 8: An examination into how
property and regeneration impacts can be more
appropriately examined as part of the
Government’s appraisal approach should be
undertaken. This needs to address the
weaknesses with the current approach used by
Government.
Recommendation 9: Related to the above
recommendation, the measurement and impact
of transport schemes upon property needs to be
carried out on a more consistent basis. The
current study sponsored by the RICS and ODPM
and carried out by UCL and Atis Weatherall into
the link between property values and public
transport should assist this.
Recommendation 10: The benefits arising from
transport proposals need to be clearly identified
and measured, and demonstrated to those who
may have to part-fund these schemes through the
use of alternative funding methods. Without
demonstrating such benefits it is unreasonable to
expect ‘additional’ funding from such sources.
Timing
5.23 Of the 16 ‘core’ schemes we have listed,
only four are likely to be delivered in the short
term. These are:
• West London Line
• The Tube PPP
• DLR extension to City Airport

5.21 We are particularly concerned over the
limited guidance on how to approach the issue of
assessing transport’s impact upon land use and
property. This issue is important if, as mentioned
under Funding above, property is to be used as a
source of additional funding for transport
projects. It is therefore vital that the benefits
arising from a transport proposal can be clearly
identified and measured – particularly for those
who might have to part-fund the scheme.

• A13 upgrade
5.24 Clearly, the Tube PPP schemes will run
over a considerable period, and so real
improvements are unlikely to be seen for several
years. The other schemes are relatively small scale,
although the A13 improvements will be of
assistance to east London and the Thames
Gateway. In general, however, little is planned in
London over the next five years in terms of
significant infrastructure improvements.
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Recommendation 11: The identification and
delivery of short-term infrastructure
improvements should be sought. This links in with
Recommendation 5 for TfL to progress various
‘intermediate’ transport schemes.
Prioritisation
5.25 Given the constraints on affordability,
funding options, necessity of the schemes and
their timing, it seems clear that some sort of
prioritisation of schemes needs to occur. At the
moment this is not happening in any formal
sense. Instead, matters are being ‘advanced’
through lobbying, pressure groups and fundingaccess, mixed in with cost-benefit analysis for
certain schemes.
5.26 It would be inappropriate – and impractical –
to impose a bureaucratic prioritisation process on
the development of solutions to transport
problems. However, the current system is clearly
not working very effectively: Crossrail has been
under consideration, on and off, since the end of
the Second World War.
5.27 We believe it would be valuable if the various
key bodies (e.g. Government, SRA and TfL) were to
develop a joint policy position on ‘priority
schemes’. This need not interfere with their
respective roles and responsibilities, but would
help in offering greater certainty to the public and
business on priority schemes. This project priority
policy position should include a full and proper
assessment of the property and regeneration
impacts of the various schemes.
Recommendation 12: A joint ‘priority policy’ on
transport schemes should be agreed between
Government, SRA and TfL.
Geography
5.28 As things stand, the draft London Plan and
Transport Strategy propose little by way of new
transport infrastructure provision for outer
London. Arguably, these parts of London are in
need of transport improvements to assist
sustainable development. In addition, the Lea
Valley will be dependant upon the development
of Crossrail 2, which is over a decade away, even if
it does come forward.
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5.29 In addition, whilst Thames Gateway has a
number of schemes which – if they come forward
– will assist in the regeneration of parts of this
region, in the long-term the influence of airports
is likely to be a critical factor in the extent to
which the area is improved.
5.30 In broad terms, apart from outer London, the
balance of scheme distribution in relation to the
draft London Plan sub-regions appears
reasonable. Thus, most proposed schemes cover
Central London and Thames Gateway, with fewer
in the South, West and North London regions.
Although these three sub-regions would benefit
from further transport infrastructure
improvements, given the potential level of
funding available and the emphasis of the London
Plan, the overall emphasis is generally reflective of
priority needs.
5.31 Even so, further work should be undertaken
to ensure the timing, potential benefits and
funding position of the various transport schemes
by sub-region is clear. This should include an
examination of the potential for developing outer
London schemes, and ensuring that the locations
of demand-pressure, such as West London, are
appropriately catered for.
Recommendation 13: TfL should review the lack
of schemes in outer London, and examine the
timing and likelihood of schemes by London Plan
sub-regions with a view to ensuring contingency
plans are in place.
Property
5.32 The property impacts of the transport
schemes are, perhaps not surprisingly, variable.
There are differences in scale, but also in terms of
intensity. However, there is no consistent
approach for examining the property and
regeneration impacts of transport schemes, and it
forms a relatively insignificant element of the
new approach to appraisal used by the
government. We believe that this needs to be
addressed. This is particularly so if property is to
be used as a means of partially funding
infrastructure schemes.

5.33 The RICS and ODPM are, in fact, looking at
establishing a means of measuring the impact of
transport schemes on property, and this will be of
assistance in this area. This issue is very
significant if property is to be used as a basis for
funding transport schemes. In other words, if the
property benefits of a transport scheme cannot
be measured and demonstrated, then how can
property be taxed?
Recommendation 14: The role of property and
regeneration impacts within the Government’s
appraisal framework (GOMMM) should be
reviewed with a view to providing more guidance
and consistency. The current research being
undertaken by UCL and ATIS REAL Weatheralls
for the RICS and ODPM on property values and
public transport should be of assistance in this
review. (This recommendation is linked with
Recommendation 8).
Recommendation 15: Method(s) for assessing the
property and regeneration impacts of transport
infrastructure schemes in a consistent and
appropriate manner should be developed and
agreed (this links to the RICS, UCL, ODPM study
mentioned above).
Recommendation 16: The regeneration of Thames
Gateway has to proceed on the basis of no
strategic change in airport location. However, a
‘back-up’ plan should be developed in case the
situation changes, and which would ensure that
the current regeneration plans do not
compromise such an eventuality.

Application
5.34 The potential suitability of the various
innovative funding methods we have examined is
illustrated in Table 5.1 below. It should be stressed
that the details contained in Table 5.1 are
illustrative only – they show the methods that
could be suitable for individual projects. It is not a
recommendation that these funding methods
should be used for these projects: this would need
to be the subject of further work. Furthermore, it
should not be concluded that all the funding
methods should be applied to each scheme – the
table is simply illustrating those methods that,
singly or in combination, would be compatible
with the requirements of the transport scheme.
5.35 In terms of the structure of Table 5.1, there
are basically two parts to it. Against each scheme
a summary of its timing (short, medium or long
term), scale or focus of the schemes effects (local,
corridor or network-wide), and funding
requirements (small, medium or large) is provided.
These criteria influence the type of funding
method that is most appropriate for the scheme
in question.
5.36 The second part of the table outlines those
funding methods that are likely to offer the best
match with the transport schemes’ requirements.
These are split into ‘voluntary’ and ‘compulsory’
funding methods. As an illustration, funding
methods that appear best suited to supporting
the Woolwich DLR crossing include TIFs, BIDS,
bonds, grants and planning gain. This is on the
basis that a small amount of funding is required
over the medium- term, and the scale of impact
of the crossing would generally be local. This
supports the use of funding methods that can be
applied more locally, but which also have some
opportunity of being enabled by the Government,
for example TIFs.
5.37 From Table 5.1 it can be seen that there are a
number of voluntary funding methods currently
available. This is assumed to include TIFs and BIDs
as the government has incorporated provisions for
them in their legislative programme.
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Table 5.1: Suitability of funding methods for transport projects

Scheme

Timing

Scale

Funding
required

Currently available
funding methods1

Potential
funding methods

West London Line

2005

Local

Small

Funding organised

Funding organised

East London Line
extensions

2007

Network

Large

PFI, TIF, Bonds, Road charging

Consumption Tax (sales
and gambling tax),Business
Rate Levy, Freehold Charge

Channel Tunnel Rail Link

2007

Corridor

Large

Funding organised

Thameslink 2000

2008

Network

Large

Bonds, Road charging,
Grants, Planning Gain

Consumption Tax (sales and
gambling tax), Business
Rate Levy, Freehold Charge

Upgrade Liverpool Street
to Stansted link

2010

Corridor

Small

Grants, Planning Gain

Business Rate Levy

London Underground PPP

2003-2015 Network

Large

Funding organised

Funding organised

CrossRail Line 1
(East – West)

2013

Network

Large

TIF, Bonds, Planning Gain

Consumption Tax, Employer
Tax, Business Rate Levy,
Freehold Charge, LVT/SRV

West London Transit
(Uxbridge Road-Shepherds Bush)

2009

Corridor

Small

PFI, BID, Grants,
Road charging

Development Buy-in
Charge

Greenwich Waterfront transit

2008

Corridor

Small

PFI, TIF, BID, Grants
Road charging

Development Buy-in,
Charge

East London Transit

2009

Corridor

Small

PFI, TIF, BID, Grants,
Road charging

Development Buy-in
Charge

Cross River Transit
(Peckham to Camden Tramlink)

2011

Corridor

Medium

PFI, TIF, BID, Bonds, Grants,
Road charging Planning Gain

Development Buy-in
Charge, LVT/SVR

Croydon Tramlink extensions

2010+

Corridor

Medium

PFI, TIF, BID, Bonds, Grants,
Road charging, Planning Gain

Development Buy-in
Charge

DLR extension to City Airport

2005

Local

Small

PFI, TIF, BID, Bonds, Grants,
Road charging, Planning Gain

––

PFI, TIF, BID, Bonds, Grants,
Road charging, Planning Gain

––

Woolwich DLR Tube Crossing

2007

Local

Small

A13 upgrade

2005

Corridor

Small

Funding organised

Funding organised

Terminal 5

2005+

Local

Large

Bonds

Congestion charging,
Consumption Tax,
Employer Tax

Key: Funding:
Small funding level required

= under £250 million

Medium level of funding required = £250 million to £1 billion
Large level of funding required

= over £1 billion)

Bold schemes indicate those that are currently underway
1
It is assumed that powers enabling BIDs and TIFs will be
provided, as signalled by the government.
NB: See Section 4 for details of funding methods, and Appendix E.
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Summary
5.38 Short-term projects need to be identified and
delivered and – only as appropriate – supported
by innovative funding methods. These funding
approaches need to be those methods that do not
require legislation, namely road charging, parking
charges, TIFs, BIDs, planning gain, bonds and state
backed loans and grants, as well as established
methods such as PFI. In addition, these short-term
transport projects should be ones that TfL can
‘control’ and hence deliver.
5.39 In parallel, however, we believe there should
be focus on developing funding methods that
may require some form of legislation, but which
would offer a ‘win-win’ route to additional
funding or offer major advantages. This can only
be on the basis of identified benefits to those
paying, however. These methods include: TIFs,
Business Rate Levy, and Freehold Charge.
5.40 There is a real need to develop some form of
agreed prioritisation for schemes. This will need to
link to affordability, as well as nature of impacts
and benefits of each scheme. However, the
outputs of such an exercise would offer greater
certainty to London, as well as reducing the
overall costs of projects by minimising abortive
efforts.
5.41 The property and regeneration impacts of
transport schemes – including existing rating
returns - need to be better understood and
incorporated into the assessment of schemes. The
former issue will be helped by the study into the
link between property values and public transport
undertaken by UCL and ATIS REAL Weatheralls for
the RICS and ODPM. A more detailed review of the
role of property and regeneration in GOMMM is
needed, however.

• Property – develop an agreed and consistent
approach for assessing and including property
and regeneration impacts into scheme
appraisals, including TIF/Rating returns.
• Early – introduction of low-cost/quick-win
schemes should be pursued, particularly
schemes that can be managed and controlled
by TfL.
• Rank – develop and agree a prioritisation
process for all major transport schemes in
London. This will offer greater certainty and
more progress.
5.43 The importance of getting the right
transport infrastructure for London cannot be
over-stated. Failure in this respect will seriously
impact upon London’s long-term status as a
World City. Progress in this area is not being held
back by want of ideas or proposals – the issue
revolves around actually starting something. This,
in turn, is essentially a matter of funding. This
report has provided a starting point for moving
matters forward in this area.
5.44 In moving matters further, there may be
value in setting up a Transport Action Forum or
Advisory Committee. This could be made up of
business groups, professional bodies, and other
appropriate parties, and could concentrate on
developing a Business Plan to under-pin the
transport strategies for the capital, and help in
developing priorities. Such a Forum would not be
a replacement for the activities of TfL or SRA, but
would help ensure that the interests and inputs
of those who live and work in London are used to
maximum effect.

5.42 To summarise, we believe substantial
benefits for improving transport in London can be
reaped by the following:
• Review – this report
• Existing – use existing funding methods that
are currently available and voluntary, but ……
• Alternatives – work on developing alternative
funding methods that could assist.
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Appendices
Appendix A
Steering group
David Banister – UCL
Michael Chambers – RICS (Chair)
Trevor Hines – RICS
Jonathan Naughton – Urban Futures
Jennifer MacDonnell – RICS
Tim Wacher – Independent
(RICS Greater London Group)
Ewan Willars – RICS
Jim Whelan – GVA Grimley

Appendix B
Consultees
• Confederation of British Industry (CBI)
• Crossrail
• Greater London Authority (GLA)
• The Institution of Highways and
Transportation (IHT)
• The Institution of Logistics and Transport (ILT)
• London First
• The Strategic Rail Authority (SRA)
• Transport for London (TfL)
• Various transport and property consultants,
and special interest groups
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Appendix C
Transport proposal details
1. Scheme funding details
Decision -maker/ Capital Cost £m1
sponsor
low
high

Cost split1
%
%
public private

Residual
capital
gap (£m)2

B Committed Provision required as
with funding part of large scale
developments.
Improvements in train
service not included.

Chelsfield/
Local authority/
St George’s

£11

£12

0%

100%

£0

East London
Line extension
(Northern and
Southern)

C Committed Improve orbital travel
uncertain
and frequency of
funding
service on existing
lines.

SRA/private
companies

£600

£1,500

75%

25%

£750

3

Orbirail (excluding
ELL and WLL)
London Line link

F Initial
proposal

Improved orbital travel
by using North

TfL/SRA

£400

£950

75%

25%

£238

Rail

4

Channel Tunnel
Rail Link

A Under
construction

Reduce travel time and Government
increase frequency to
/CTRL LCR
continent. Improve
commuting from Kent,
and promote regeneration.

£5,200

£5,200

30%

70%

£0

Rail

5

Thameslink 2000

C Committed Reduce travel time,
uncertain
Increase frequency
funding
Nth/Sth X London lines.

Government
£1,000
/SRA rail consortium

£2,000

50%

50%

£600

Rail

6

Upgrade of
Liverpool Street
to Stansted link

B Committed Reduce travel time,
SRA
with funding increase capacity for
future airport expansion.

£50

£100

75%

25%

£25

Rail

7

West London
Orbital

F Initial
proposal

£150

£400

50%

50%

£200

Rail

8

London
Underground
modernisation

C Committed Improve stations and
uncertain
efficiency, increase
funding
capacity.

Government/
£16,000 £16,000
London Underground
/Infracos

0%

100%

£0

Rail

9

Bakerloo Extension F Initial
to Camberwell
proposal

Regeneration and
capacity relief.

TfL/Government

£1,000

£1,500

75%

25%

£375

Rail

10

Victoria Line
Extension to
Streatham

F Initial
proposal

Regeneration and
capacity relief.

TfL/Government

£1,000

£1,500

75%

25%

£375

Rail

11

South London
Metro

F Initial
proposal

To produce a well
TfL/ Government
-marketed, consistently private companies
branded, network of
urban rail services, with
very frequent services and
simpler fare systems,
similar to the
London Underground.

£25

£75

50%

50%

£38

Scheme
type

No Scheme
name

Status

Rail

1

West London
Line – New
Stations at
Shepherds Bush
and Chelsea

Rail

2

Rail

Objectives

Encourage regeneration
and catchment areas

London Boroughs
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1. Scheme funding details
Decision -maker/ Capital Cost £m1
sponsor
low
high

Cost split1
%
%
public private

Residual
capital
gap (£m)2

E Worked-up Reduce travel time
proposal
across London. .
Reduce need to change

SRA/TfL/
private company

£6,000

£10,000

50%

50%

£5,000

CrossRail – Line 2
(SW to Hackney possibly Stansted)

F Initial
proposal

Access areas with
poor tube/rail
provision.

SRA/TfL/
private company

£5,000

£5,000

50%

50%

£2,500

West London
Transit (Uxbridge
Road-Shepherds
Bush)

E Worked-up Local transport
proposal
- better provision.

TfL/ Government

£200m

£200

50%

50%

£100

Intermediate 15

Greenwich
Waterfront
transit

E Worked-up Local transport
proposal
better provision –
Thames Gateway
regeneration.

TfL/ Government

£25

£25

90%

10%

£2.5

Intermediate 16

East London
Transit

E Worked-up Local transport
proposal
– better provision.
Thames Gateway
regeneration.

TfL/ Government

£35

£35

90%

10%

£3.5

Intermediate 17

Cross River
Transit (Peckham
– Camden
Tramlink)

E Worked-up Local regeneration
proposal
Access area of
South East London
with poor transport
provision.

TfL/ Government

£300

£300

50%

50%

£150

Intermediate 18

Croydon Tramlink
extensions

E Worked-up Local transport
proposal
–better provision.

TfL/ Government

£400

£400

50%

50%

£200

Intermediate 19

DLR extension 3

B Committed Direct rail link
with funding city to city
airport.

TfL/ Government/
CARE

£115

£115

26%

74%

£0

Intermediate 20

Woolwich DLR
Tube Crossing

E Worked-up Regeneration of
proposal
Thames Gateway.
Part of much needed
TG cross river transport
provision.

TfL/ Government

£145

£190

100% 0%

£0

Road

21

Barking and
F Initial
Thamesmead
proposal
Road bridge
(T Gateway Bridge)

Regeneration of
East London/ Thames
Gateway

TfL/Government

£230

£340

50%

50%

£170.0

Road

22

North Greenwich F Initial
to Silvertown road proposal
bridge or tunnel.

Regeneration of
East London/ Thames
Gateway

TfL/ Government

£160

£305

50%

50%

£152.5

Scheme
type

No Scheme
name

Status

Rail

12

CrossRail – Line 1
(East – West)

Rail

13

Intermediate

14
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Objectives

1. Scheme funding details
Scheme
type

No Scheme
name

Status

Objectives

Decision -maker/ Capital Cost £m1
sponsor
low
high

Cost split1
%
%
public private

Residual
capital
gap (£m)2

Road

23

A13 upgrade
construction

A Under

Ease congestion,
reduce accidents,
regeneration.

Government

£150

£150

100% 0%

£0

Road

24

London Orbital
MMS (ORBIT)

F Initial
proposal

Integration of overall
transport strategy.

Government

unknown

unknown

90%

#VALUE!

Air

25

Terminal 5

B Committed Accommodate
with funding increased air traffic
growth

Government/ BAA

£2,700

£2,700

100% 0%

£0

Air

26

Extra runways
(Heathrow,
Gatwick, Luton,
Stansted)

F Initial
proposal

Accommodate
increased air
traffic growth

Government/ BAA

£1,800

£6,200

0%

100%

£6,200

Air

27

New London
Airport at Cliffe

F Initial
proposal

Accommodate
increased air
traffic growth

Government/ BAA

£8,900

£15,000

0%

100%

£15,000

Air

28

Northolt Airport
conversion

F Initial
proposal

Accommodate
increased air
traffic growth

Government

£150

£600

10%

90%

£540

Intermediate 29

Bexleyheath
Area

F Initial
proposal

Unspecified

TfL

£67

£333

50%

50%

£167

Intermediate 30

Bromley
– Lewisham

F Initial
proposal

Unspecified

TfL

£17

£83

50%

50%

£42

Intermediate 31

Grove Park
– Bromley North

F Initial
proposal

Unspecified

TfL

£7

£33

50%

50%

£17

Intermediate 32

Sydenham –
West Norwood
– Balham

F Initial
proposal

Unspecified

TfL

£17

£83

50%

50%

£42

Intermediate 33

Croydon to
Camberwell
bus corridor

F Initial
proposal

Unspecified

TfL

£27

£27

50%

50%

£13

Intermediate 34

A23 Study
(Croydon –
Streatham
– Central London)

F Initial
proposal

Unspecified

TfL

£33

£167

50%

50%

£83

10%
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1. Scheme funding details
Scheme
type

No Scheme
name

Status

Objectives

Decision-maker/
sponsor

Capital Cost £m1
low
high

Cost split1
%
%
public private

Residual
capital
gap (£m)2

Intermediate 35

Sutton
– Epsom Downs

F Initial
proposal

Unspecified

TfL

£10

£50

50%

50%

£25

Intermediate 36

Twickenham
– Shepperton

F Initial
proposal

Unspecified

TfL

£27

£133

50%

50%

£67

Intermediate 37

Richmond –
Twickenham

F Initial
proposal

Unspecified

TfL

£7

£33

50%

50%

£17

Intermediate 38

Kingston area
proposals
(Inc A312 tram)

F Initial
proposal

Reduce traffic
congestion

TfL/local authority

£43

£220

50%

50%

£110

Intermediate 39

Hampton Court
– Surbiton

F Initial
proposal

Unspecified

TfL

£10

£50

50%

50%

£25

Intermediate 40

Heathrow
orbital links

F Initial
proposal

Unspecified

TfL

£127

£633

50%

50%

£317

Intermediate 41

Hounslow
loop line

F Initial
proposal

Unspecified

TfL

£27

£133

50%

50%

£67

Intermediate 42

Heathrow to
Hammersmith
A4 tram

F Initial
proposal

Reduce traffic
congestion

TfL/Local
authority

£290

£360

50%

50%

£180

Intermediate 43

Chiswick
– Brentford –
Hounslow

F Initial
proposal

Unspecified

TfL

£27

£133

50%

50%

£67

Intermediate 44

Greenford –
W.Ealing
– Ealing
Broadway

F Initial
proposal

Unspecified

TfL

£13

£67

50%

50%

£33

Intermediate 45

West Ruislip
– Uxbridge

F Initial
proposal

Unspecified

TfL

£10

£50

50%

50%

£25

Intermediate 46

Greenford –
West Ruislip

F Initial
proposal

Unspecified

TfL

£17

£83

50%

50%

£42

Intermediate 47

Ealing – Acton
– Clapham
Junction

F Initial
proposal

Unspecified

TfL

£30

£150

50%

50%

£75
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1. Scheme funding details
Scheme
type

No Scheme
name

Status

Objectives

Decision-maker/
sponsor

Capital Cost £m1
low
high

Cost split1
%
%
public private

Residual
capital
gap (£m)2

Intermediate 48

Ealing –
Willesden
– Brent Cross
(Bus route 266)

F Initial
proposal

Unspecified

TfL

£27

£133

50%

50%

£67

Intermediate 49

Park Royal
area

F Initial
proposal

Unspecified

TfL

£10

£50

50%

50%

£25

Intermediate 50

Watford
– Euston

F Initial
proposal

Unspecified

TfL

£53

£267

50%

50%

£133

Intermediate 51

Harrow Road

F Initial
proposal

Unspecified

TfL

£27

£133

50%

50%

£67

Intermediate 52

Edgware Road
and Brent Cross

F Initial
proposal

Unspecified

TfL

£17

£83

50%

50%

£42

Intermediate 53

Finchley Road

F Initial
proposal

Unspecified

TfL

£23

£117

50%

50%

£5

Intermediate 54

Wood Green

F Initial
proposal

Unspecified

TfL

£27

£133

50%

50%

£67

Intermediate 55

Enfield to
Finsbury Park to
Camden (Bus 29/
329 corridor)

F Initial
proposal

Unspecified

TfL

£37

£183

50%

50%

£92

Intermediate 56

Stratford to
Waltham Cross
or Enfield

F Initial
proposal

Unspecified

TfL

£40

£200

50%

50%

£100

Intermediate 57

Hertford Road

F Initial
proposal

Unspecified

TfL

£37

£183

50%

50%

£92

Intermediate 58

Chingford Line

F Initial
proposal

Unspecified

TfL

£33

£167

50%

50%

£83

Intermediate 59

Walthamstow
– Chingford
Mount

F Initial
proposal

Unspecified

TfL

£17

£83

50%

50%

£42

Intermediate 60

Eastern end of
the Central line

F Initial
proposal

Unspecified

TfL

£33

£167

50%

50%

£83
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1. Scheme funding details
Scheme
type

No Scheme
name

Status

Objectives

Decision-maker/
sponsor

Capital Cost £m1
low
high

Cost split1
%
%
public private

Residual
capital
gap (£m)2

Intermediate 61

Gospel Oak
– Barking

F Initial
proposal

Unspecified

TfL

£40

£200

50%

50%

£100

Intermediate 62

Romford Area

F Initial
proposal

Unspecified

TfL

£37

£183

50%

50%

£92

Intermediate 63

Romford Road
corridor

F Initial
proposal

Unspecified

TfL

£30

£150

50%

50%

£75

Intermediate 64

Romford –
Upminster
– Grays

F Initial
proposal

Unspecified

TfL

£40

£200

50%

50%

£100

Total

1

Italics indicates Project Team estimates

2

This is any capital (i.e. construction) costs not
covered from fare-box revenues and similar. This
excludes calculated ‘wider-benefits’, e.g. traveltime savings. Maintenance and improvement
costs have not been included. In other words, how
much is required assuming no government
funding.
3

A proposal has recently emerged for a Beckton to
Dagenham Dock DLR extension. This is estimated
to cost £130 million, and would be developed by
2010 at the earliest. Scheme potential is to be
worked out in conjunction with the East London
Transit scheme.
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2. Scheme timing details
Scheme
type

No Scheme
name

Status

Route summary

Construction Concession Completition
period
period
period
Short term
(years)
(years)
(2002-2005)

Timing

Rail

1

West London
Line – New Stations
at Shepherd's Bush
and Chelsea

B Committed
with funding

Clapham Junction –
Willesden Junction

2

Rail

2

East London
Line extension
(Northern and
Southern)

C Committed
uncertain
funding

Finsbury Park
– Whitechapel –
/W.Croydon

4

Rail

3

Orbirail
(excluding ELL
and WLL)

F Initial
proposal

Rail

4

Channel Tunnel
Rail Link

A Under
construction

St Pancras –
Stratford – Ebbsfleet
– Folkestone

5

Rail

5

Thameslink 2000

C Committed
uncertain
funding

East Anglia –
London – Sussex

4

Rail

6

Upgrade of
Liverpool Street to
Stansted link

B Committed
with funding

Liverpool
– Stansted

4

Rail

7

West London
Orbital

F Initial
proposal

Brent Cross to
Surbiton via Ealing
Broadway

4

Rail

8

London
Underground
modernisation

C Committed
uncertain
funding

All underground

15

30

Rail

9

Bakerloo Extension
to Camberwell

F Initial
proposal

Elephant & Castle
south to Camberwell

6

Too early



Rail

10 Victoria Line
Extension to
Streatham

F Initial
proposal

Brixton south
to Streatham

6

Too early



Rail

11 South London
Metro

F Initial
proposal

Better integration
of South London
suburban network

5

Too early

Med term
(2002-2010)

Long term
(post 2010)



30



2006/7



5

90

2007



2008





on-going

2010+
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2. Scheme timing details
Scheme
type

No Scheme
name

Status

Route summary

Construction Concession Completition
period
period
period
Short term
(2002-2005)

Timing
Med term
(2002-2010)

Long term
(post 2010)

Rail

12 CrossRail – Line 1
(East – West)

E Worked-up
proposal

Reading – TCR –
Shenfield/Ebbsfleet

9

Too early

2011/13



Rail

13 CrossRail – Line 2
(SW to Hackney –
possibly Stansted)

F Initial
proposal

Chelsea -–Hackney

7

Too early

2016



Intermediate 14 West London Transit
(Uxbridge RoadShepherds Bush)

E Worked-up
proposal

Uxbridge –
Shepherds Bush

4

Too early

2009



Intermediate 15 Greenwich
Waterfront transit

E Worked-up
proposal

North Greenwich
– Abbeywood

4

Too early

2008



Intermediate 16 East London Transit

E Worked-up
proposal

Ilford -–
Dagenham Dock

4

Too early

Intermediate 17 Cross River Transit
E Worked-up
(Peckham to Camden proposal
Tramlink)

Camden/Kings X
– Brixton/Peckam

4

Too early

Intermediate 18 Croydon Tramlink
extensions

Worked-up
E proposal

4 extensions:
6
Sutton to Wimbledon,
Sutton to Mitcham
and Tooting, Croydon to
Purley and Croydon to
Crystal Palace.

Too early

Intermediate 19 DLR extension

B Committed
with funding

Canning Town
– London City Airport

2

30

2005

Intermediate 20 Woolwich DLR
Tube Crossing

E Worked-up
proposal

North Woolwich
– Woolwich Arsenal

3

Too early

2007

Road

21 Barking and
Thamesmead Road
bridge (T Gateway
Bridge)

F Initial
proposal

Barking - Thamesmead

5

Too early

2010



Road

22 North Greenwich to
Silvertown road
bridge or tunnel

F Initial
proposal

North Greenwich
–Silvertown
-

5

Too early

2015



Road

23 A13 upgrade

A Under
construction

City to M25

5

30

2005
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2011








2. Scheme timing details
Scheme
type

No Scheme
name

Status

Route summary

Construction Concession Completition
period
period
period
Short term
(2002-2005)

N/A

Timing
Med term
(2002-2010)

Long term
(post 2010)



Road

24 London Orbital
MMS (ORBIT)

F Initial
proposal

Inside M25

2010+

Air

25 Terminal 5

B Committed
with funding

Heathrow

5

Air

26 Extra runways
(Heathrow, Gatwick,
Luton, Stansted)

F Initial
proposal

Heathrow, Gatwick
or Stansted

10

Too early

2005 - 2015



Air

27 New London Airport
at Cliffe

F Initial
proposal

Cliffe, Kent

10

Too early

2005 - 2015



Air

28 Northolt Airport
conversion

F Initial
proposal

5

Too early

2005 - 2015





Intermediate 29 Bexleyheath Area

F Initial
proposal

Bexleyheath
town centre –
Welling – Erith –
– Sidcup

4

Too early

2005 - 2015





Intermediate 30 Bromley –
Lewisham

F Initial
proposal

Bromley – Bellingham
– Catford – Lewisham

4

Too early

2005 - 2015





Intermediate 31 Grove Park
– Bromley North

F Initial
proposal

Grove Park
– Bromley North

4

Too early

2005 - 2015





Intermediate 32 Sydenham
– West Norwood
– Balham

F Initial
proposal

Sydenham -West
Norwood - Balham

4

Too early

2005 - 2015





Intermediate 33 Croydon to
Camberwell bus
corridor

F Initial
proposal

Croydon – Norwood
– Herne Hill –
Camberwell

4

Too early

2005 - 2015





Intermediate 34 A23 Study
(Croydon –
Streatham– Central
London)

F Initial
proposal

Croydon – Streatham
– Brixton – Kennington
– Central London

4

Too early

2005 - 2015





Intermediate 35 Sutton – Epsom
Downs

F Initial
proposal

Sutton – Epsom
Downs

4

Too early

2005 - 2015
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2. Scheme timing details
Scheme
type

No Scheme
name

Status

Route summary

Construction Concession Completition
period
period
period
Short term
(2002-2005)

Timing
Med term
(2002-2010)

Long term
(post 2010)

Intermediate 36 Twickenham
– Shepperton

F Initial
proposal

Twickenham Strawberry Hill –
Hampton – Sunbury
– Shepperton

4

Too early

2005 - 2015





Intermediate 37 Richmond
– Twickenham

F Initial
proposal

Richmond
– Twickenham

4

Too early

2005 - 2015





Intermediate 38 Kingston area
proposals
(Inc A312 tram)

F Initial
proposal

Kingston to Hampton
4
Court; to Tolworth,
Chessington and possibly
Epsom; and to Surbiton
via Portsmouth Road

Too early

2005 - 2015





Intermediate 39 Hampton Court
– Surbiton

F Initial
proposal

Hampton Court
– Surbiton

4

Too early

2005 - 2015



Intermediate 40 Heathrow
orbital links

F Initial
proposal

To Heathrow from
Harrow & Uxbridge
& Croydon/Kingston

4

Too early

2005 - 2015





Intermediate 41 Hounslow
loop line

F Initial
proposal

Feltham/Twickenham
– Barnes – Hounslow –
Brentford – Chiswick

4

Too early

2005 - 2015





Intermediate 42 Heathrow to
Hammersmith
A4 tram

F Initial
proposal

A4 Golden mile
through Brentford

4

Too early

2005 - 2015





Intermediate 43 Chiswick –
Brentford
– Hounslow

F Initial
proposal

Chiswick– Brentford
– Hounslow

4

Too early

2005 - 2015





Intermediate 44 Greenford
– W.Ealing –
Ealing Broadway

F Initial
proposal

Greenford - W.Ealing
– Ealing Broadway

4

Too early

2005 - 2015





Intermediate 45 West Ruislip –
Uxbridge

F Initial
proposal

West Ruislip –
Uxbridge

4

Too early

2005 - 2015





Intermediate 46 Greenford –
West Ruislip

F Initial
proposal

Greenford
– West Ruislip

4

Too early

2005 - 2015



Intermediate 47 Ealing – Acton
– Clapham Junction

F Initial
proposal

Ealing – Acton
– Clapham Junction

4

Too early

2005 - 2015
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2. Scheme timing details
Scheme
type

No Scheme
name

Status

Route summary

Construction Concession Completition
period
period
period
Short term
(2002-2005)

Timing
Med term
(2002-2010)

Long term
(post 2010)

Intermediate 48 Ealing –
Willesden Brent Cross
(Bus route 266)

F Initial
proposal

Ealing – Harlesden
Willesden –
– Cricklewood –
Brent Cross

4

Too early

2005 - 2015





Intermediate 49 Park Royal area

F Initial
proposal

Park Royal area

4

Too early

2005 - 2015





Intermediate 50 Watford – Euston

F Initial
proposal

Watford –
Harrow & Wealdstone
Queens Park – Euston

4

Too early

2005 - 2015





Intermediate 51 Harrow Road

F Initial
proposal

Harrow Road – Sudbury 4
– Wembley – Harlesden
– Kensal Green –
Paddington Green
and Baker Street

Too early

2005 - 2015





Intermediate 52 Edgware Road
and Brent Cross

F Initial
proposal

Marble Arch – Kilburn
– Cricklewood –
Brent Cross

4

Too early

2005 - 2015





Intermediate 53 Finchley Road

F Initial
proposal

North Finchley
–Golders Green –
Swiss Cottage –
C. London

4

Too early

2005 - 2015





Intermediate 54 Wood Green

F Initial
proposal

Wood Green
– Tottenham – Crouch
End - Enfield –
Manor House

4

Too early

2005 - 2015





Intermediate 55 Enfield to
Finsbury Park to
Camden
(Bus 29/329
corridor)

F Initial
proposal

Enfield - Wood Green –
–F insbury Park –
Holloway– Camden
and C. London

4

Too early

2005 - 2015





Intermediate 56 Stratford to
Waltham Cross
or Enfield

F Initial
proposal

Stratford to Waltham
Cross or Enfield

4

Too early

2005 - 2015





Intermediate 57 Hertford Road

F Initial
proposal

Waltham Cross Edmonton Green C London

4

Too early

2005 - 2015
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2. Scheme timing details
Scheme
type

No Scheme
name

Status

Route Summary

Construction Concession Completition
period
period
period
Short term
(2002-2005)

Timing
Med term
(2002-2010)

Long term
(post 2010)

Intermediate 58 Chingford Line

F Initial
proposal

Chingford –
Walthamstow
– Hackney Downs
– Liverpool st

4

Too early

2005 - 2015





Intermediate 59 Walthamstow
– Chingford Mount

F Initial
proposal

Walthamstow –
Chingford Mount

4

Too early

2005 - 2015





Intermediate 60 Eastern end of
the Central line

F Initial
proposal

Woodford – Hainault

4

Too early

2005 - 2015





Intermediate 61 Gospel Oak
– Barking

F Initial
proposal

Orbital rail:
Gospel Oak – Barking

4

Too early

2005 - 2015





Intermediate 62 Romford Area

F Initial
proposal

Converging on
Romford from Collier
Row, Harold Hill,
Becontree & Rainham

4

Too early

2005 - 2015





Intermediate 63 Romford Road
corridor

F Initial
proposal

Stratford – Ilford –
Romford

4

Too early

2005 - 2015





Intermediate 64 Romford -–
Upminster – Grays

F Initial
proposal

Romford – Upminster
– Ockenden – Grays

4

Too early

2005 - 2015
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Appendix D
Property impact details
1. Type of property impact
Scheme
type

No Scheme
name

Potential for development impacts

Potential for regeneration values

Potential for change in values

System
wide

System
wide

System
wide

Route/scheme
corridor

Focal
points

Route/scheme
corridor

Focal
points

Route/scheme
corridor

Focal
points

Rail

1

West London Line – New
Stations at Shepherd's Bush
and Chelsea (assuming
service improvements post
CTRL to St Pancras)

+

+

+

+

+

+

Rail

2

East London Line extension
(Northern and Southern)

+

+

+

+

+

+

Rail

3

Orbirail (excluding ELL and WLL)

+

+

+

++

Rail

4

Channel Tunnel Rail Link

++

+

++

Rail

5

Thameslink 2000

++

Rail

6

Upgrade of Liverpool Street
to Stansted link

0

Rail

7

West London Orbital

Rail

8

London Underground
modernisation

Rail

9

Bakerloo Extension to
Camberwell

Rail

10 Victoria Line Extension
to Streatham

Rail

11 South London Metro

0

0

Rail

12 CrossRail – Line 1
(East – West)

++

+

++

+

+

Rail

13 CrossRail – Line 2 (SW to
++
Hackney – possibly Stansted)

+

++

+

+

Intermediate 14 West London Transit
(Uxbridge Road-Shepherds
Bush)

0

+

0/+

Intermediate 15 Greenwich Waterfront transit
(assuming guided bus)

0

0

Key

++

Very positive impacts

+

+

+

Slightly positive impacts

0

+

+

+

0

0

+

0

+

+

+

0

++

0

0

+

++

++

++

++

+

+

++

++

++

++

+

+

0/+

++

++

0/+

++

++

+

0/+

+

0/+

0

0/+

+

0 Limited, but marginally positive impacts

0

- Slightly negative impacts

- - Very negative impacts
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1. Type of property impact
Scheme
type

No Scheme
name

Potential for development impacts

Potential for regeneration values

Potential for change in values

System
wide

System
wide

System
wide

Route/scheme
corridor

Focal
points

Route/scheme
corridor

Focal
points

Route/scheme
corridor

Focal
points

Intermediate 16 East London Transit
(assuming guided bus)

0

0

0/+

0

+

Intermediate 16 East London Transit
(assuming guided bus)

0

0

0/+

0

+

Intermediate 17 Cross River Transit
(Peckham to Camden
Tramlink)

+

+

++

+/++

++

Intermediate 18 Croydon Tramlink
extensions

+

+

0

+

+

+

Intermediate 19 DLR extension to
London City Airport

++

++

++

++

+

++

Intermediate 20 Woolwich DLR
Tube Crossing

+

++

+

++

+

Road

21 Barking and Thamesmead
Road bridge (T Gateway
Bridge)

++

++

++

Road

22 North Greenwich to
Silvertown road bridge
or tunnel

++

++

++

Road

23 A13 upgrade

+

Road

24 London Orbital MMS (ORBIT) +

Air

25 Terminal 5

++

+

+

Air

26 Extra runways
(Heathrow, Gatwick, Luton,
Stansted)

++

+

++

Air

27 New London Airport
at Cliffe

++

++

++

Air

28 Northolt Airport conversion

Key

++

Very positive impacts
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+

Slightly positive impacts

+

+

0

+

++

++

0

+

0 Limited, but marginally positive impacts

+

- Slightly negative impacts

+

0

+

0

+

- - Very negative impacts

++

1. Type of property impact
Scheme
type

No Scheme
name

Potential for development impacts

Potential for regeneration values

Potential for change in values

System
wide

System
wide

System
wide

Route/scheme
corridor

Focal
points

Route/scheme
corridor

Focal
points

Route/scheme
corridor

Focal
points

Intermediate 29 Bexleyheath Area

++

+

+

Intermediate 30 Bromley – Lewisham

++

++

+

Intermediate 31 Grove Park – Bromley North

0

+

+

Intermediate 32 Sydenham –West Norwood
– Balham

+

+

+

Intermediate 33 Croydon to Camberwell
bus corridor

+

+

0

+

Intermediate 34 A23 Study (Croydon –
Streatham – Central London)

0

+

+

+

Intermediate 35 Sutton – Epsom Downs

0

0

+

Intermediate 36 Twickenham – Shepperton

0

0

+

Intermediate 37 Richmond – Twickenham

0

0

+

Intermediate 38 Kingston area proposals
(Inc A312 tram)

+

0

+

Intermediate 39 Hampton Court – Surbiton

0

0

+

Intermediate 40 Heathrow orbital links

+

+

+

Intermediate 41 Hounslow loop line

0

+

+

Intermediate 42 Heathrow to Hammersmith
A4 tram

+

+

+

0

+

+

Intermediate 43 Chiswick – Brentford –
Hounslow

+

+

+

0

+

+/++

Intermediate 44 Greenford – W.Ealing –
Ealing Broadway

+

0

+

Key

++

Very positive impacts

+

Slightly positive impacts

+

+

0 Limited, but marginally positive impacts

+

+

- Slightly negative impacts

- - Very negative impacts

Funding London’s transport needs 67

1. Type of property impact
Scheme
type

No Scheme
name

Potential for development impacts

Potential for regeneration values

Potential for change in values

System
wide

System
wide

System
wide

Route/scheme
corridor

Focal
points

Intermediate 44 Greenford – W.Ealing
– Ealing Broadway

+

0

+

+

Intermediate 45 West Ruislip – Uxbridge

+

+

+

+

Intermediate 46 Greenford – West Ruislip

+

+

+

Intermediate 47 Ealing – Acton –
Clapham Junction

+

Intermediate 48 Ealing – Willesden
– Brent Cross (Bus route 266)

+

Intermediate 49 Park Royal area

+

Intermediate 50 Watford – Euston

+

Intermediate 51 Harrow Road

+

Intermediate 52 Edgware Road and
Brent Cross

+

+

Route/scheme
corridor

Focal
points

+

+

+

+

0

+

+

0

+

+

+

+

+

+

0

+

+

+

Intermediate 53 Finchley Road

0

+

0

Intermediate 54 Wood Green

0

0

+

Intermediate 55 Enfield to Finsbury Park
to Camden (Bus 29/329
corridor)

+

+

+

Intermediate 56 Stratford to Waltham
Cross or Enfield

++

++

+

Intermediate 57 Hertford Road

+

+

+

Intermediate 58 Chingford Line

+

+

+

Intermediate 59 Walthamstow –
Chingford Mount

+

+

+

Key

++

Very positive impacts
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+

Slightly positive impacts

+

Route/scheme
corridor

+

0 Limited, but marginally positive impacts

- Slightly negative impacts

- - Very negative impacts

Focal
points

0

1. Type of property impact
Scheme
type

No Scheme
name

Potential for development impacts

Potential for regeneration values

Potential for change in values

System
wide

System
wide

System
wide

Route/scheme
corridor

Focal
points

Route/scheme
corridor

Focal
points

Route/scheme
corridor

Intermediate 60 Eastern end of the Central line

+

+

+

Intermediate 61 Gospel Oak – Barking

+

+

+

Intermediate 62 Romford Area

+

+

Intermediate 63 Romford Road corridor

+

+

+

Intermediate 64 Romford – Upminster – Grays

+

+

+

Key

++

Very positive impacts

+

Slightly positive impacts

0 Limited, but marginally positive impacts

0

- Slightly negative impacts

+

Focal
points

0

- - Very negative impacts
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2. Scale and location of property impact
Scheme
type

No Scheme
name

Rail

1

West London Line – New
Stations at Shepherd's
Bush and Chelsea

Rail

2

East London Line extensions
(Northern and Southern)

Rail

3

Orbirail (excluding ELL and WLL)

Rail

4

Channel Tunnel Rail Link



Rail

5

Thameslink 2000



Rail

6

Upgrade of Liverpool Street
to Stansted link

Rail

7

West London Orbital

Rail

8

London Underground
modernisation

Rail

9

Bakerloo Extension to
Camberwell

Rail

10 Victoria Line Extension to
Streatham

Rail

11 South London Metro

Rail

12 CrossRail – Line 1
(East – West)

Rail

13 CrossRail – Line 2
(SW to Hackney –
possibly Stansted)

Key

++

Very positive impacts

70 Funding London’s transport needs

Overall size of impact
Small Medium Large

+

Slightly positive impacts

Location of impacts
System Route/scheme Focal
-wide
corridor
points











Property Sector Impacts
Industrial Office Retail/ Residential
distribution
leisure



++

++

+/++

++

++

+

+

++

Kings Cross, +
Stratford,
Ebbsfleet, Ashford.

++

+

++

Blackfriars, Farringdon,
London Bridge,
Kings Cross

++

+

++

Bishopsgate,
Hoxton,
Haggerston, Dalston,
and Highbury,
Willesden Junction



Many stations North
and South London





+








+





++

+

+

++

+

++







+

+

++







+

+

++

+

+

++

Bond St, Tottenham
++
Court Road, Farringdon
/Smithfield, Paddington,
Liverpool Street,
Moorgate, Canary Wharf

+

++

Hackney, King’s
Cross, Chelsea

+

++












0 Limited, but marginally positive impacts

 Slightly negative impacts

++

- - Very negative impacts

2. Scale and location of property impact
Scheme
type

No Scheme
name

Overall size of impact
Small Medium Large

Location of impacts
System Route/scheme Focal
-wide
corridor
points





Intermediate 15 Greenwich Waterfront transit





Intermediate 16 East London Transit





Intermediate 14 West London Transit (Uxbridge
Road-Shepherds Bush)



Intermediate 17 Cross River Transit (Peckham
to Camden Tramlink)

Intermediate 18 Croydon Tramlink extensions







Property Sector Impacts
Industrial Office Retail/ Residential
distribution
leisure

Uxbridge, Ealing,
Shepherd’s Bush

+

++

++

North Greenwich
station, Charlton,
Woolwich,
Thamesmead,
Abbeywood

++

++

++

Ilford, Barking,
Dagenham Dock

+

++

++

King’s Cross, Camden,
Holborn, Waterloo,
Elephant and Castle,
Peckham and Brixton

++

++

++

Sutton, Wimbledon,
Mitcham, Tooting,
Croydon, Crystal Palace

++

++

++

Intermediate 19 DLR extension to City Airport





London City Airport

Intermediate 20 Woolwich DLR Tube Crossing





Woolwich Arsenal



Road

21 Barking and Thamesmead
Road bridge (T Gateway Bridge)

Road

22 North Greenwich to Silvertown
road bridge or tunnel



Road

23 A13 upgrade



Road

24 London Orbital MMS (ORBIT)



Air

25 Terminal 5

Air

26 Extra runways (Heathrow,
Gatwick, Luton, Stansted)

Air

27 New London Airport at Cliffe

Key

++

Very positive impacts

+

Slightly positive impacts

+

++

++

++

+++

Thames Gateway

++

++

Thames Gateway

++

++


M25

++

+

+

++

++

+

+





++





++



0 Limited, but marginally positive impacts



++

 Slightly negative impacts

+

+

–/+

+

–/+

–/++

- - Very negative impacts
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2. Scale and location of property impact
Scheme
type

No Scheme
name

Overall size of impact
Small Medium Large

Air

28 Northolt Airport conversion

Location of impacts
System Route/scheme Focal
-wide
corridor
points





Property Sector Impacts
Industrial Office Retail/ Residential
distribution
leisure

++

+

Intermediate 29 Bexleyheath Area





0

0

+

Intermediate 30 Bromley – Lewisham





0

0

+

Intermediate 31 Grove Park – Bromley North





0

0

+





0

0

+





0

0

+





0

0

+

Intermediate 35 Sutton – Epsom Downs





0

0

+

Intermediate 36 Twickenham – Shepperton





0

0

+

Intermediate 37 Richmond – Twickenham





+

0

+

Intermediate 38 Kingston area proposals
(Inc A312 tram)





0

0

++

Intermediate 39 Hampton Court – Surbiton





0

0

+

Intermediate 40 Heathrow orbital links





+

0

+

Intermediate 41 Hounslow loop line





0

0

+





+

0

++





0

0

+





0

0

+

Intermediate 32 Sydenham – West
Norwood – Balham

Intermediate 33 Croydon to Camberwell
bus corridor

Intermediate 34 A23 Study (Croydon –
Streatham – Central London)

Intermediate 42 Heathrow to Hammersmith
A4 tram

Intermediate 43 Chiswick – Brentford
– Hounslow

Intermediate 44 Greenford – W.Ealing –
Ealing Broadway
Key

++

Very positive impacts
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+

Slightly positive impacts

0 Limited, but marginally positive impacts

 Slightly negative impacts

- - Very negative impacts

2. Scale and location of property impact
Scheme
type

No Scheme
name

Overall size of impact
Small Medium Large

Location of impacts
System Route/scheme Focal
-wide
corridor
points

Property Sector Impacts
Industrial Office Retail/ Residential
distribution
leisure

Intermediate 45 West Ruislip – Uxbridge





+

0

+

Intermediate 46 Greenford – West Ruislip





0

0

+



+

0

++





0

0

+

Intermediate 49 Park Royal area





0

0

+

Intermediate 50 Watford – Euston





0

0

+

Intermediate 51 Harrow Road





0

0

+

Intermediate 52 Edgware Road and Brent Cross





0

0

+

Intermediate 53 Finchley Road





0

0

+

Intermediate 54 Wood Green





0

0

+





0

0

+





0

0

+

Intermediate 57 Hertford Road





0

0

+

Intermediate 58 Chingford Line





0

0

+

0

0+



Intermediate 47 Ealing – Acton – Clapham
Junction

Intermediate 48 Ealing – Willesden – Brent
Cross (Bus route 266)

Intermediate 55 Enfield to Finsbury Park to
Camden (Bus 29/329 corridor)

Intermediate 56 Stratford to Waltham Cross
or Enfield



Intermediate 59 Walthamstow – Chingford Mount



Intermediate 60 Eastern end of the Central line





0

0

+

Intermediate 61 Gospel Oak – Barking





0

0

+

Key

++

Very positive impacts

+

Slightly positive impacts

0 Limited, but marginally positive impacts



Slightly negative impacts

- - Very negative impacts
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2. Scale and location of property impact
Scheme
type

No Scheme
name

Overall size of impact
Small Medium Large

Location of impacts
System Route/scheme Focal
-wide
corridor
points

Property Sector Impacts
Industrial Office Retail/ Residential
distribution
leisure

Intermediate 62 Romford Area





0

0

+

Intermediate 63 Romford Road corridor





0

0

+

Intermediate 64 Romford – Upminster – Grays





0

0

+

Key

++

Very positive impacts
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+

Slightly positive impacts

0 Limited, but marginally positive impacts



Slightly negative impacts

- - Very negative impacts
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Taxonomy type: polluter pays
Measure: 1. Road charging
Also known as/related to: congestion pricing;
charges for use of road space; road pricing; road
tolling.
How it works
Basically road users are charged (either by pre-pay
system or on entry) for the use of road space. This
may be through passing a ‘cordon’ (as proposed
for London), or based on congestion levels in
operation when using the road. The charge can be
differentiated by time of day, type of user,
congestion/pollution levels or length of time in
the charging zone.
The revenues generated can be used for a variety
of purposes, and are traditionally used as a means
of building new roads. Increasingly, however,
funds from such sources are used for traffic
management and pollution control. Such funds
can also be used to support public transport
improvements, which is one of the key objectives
of the proposed congestion charge for London.
There are three essential forms of road pricing
depending upon their purpose:
• Financing road pricing: the purpose of this is to
collect funds for investment, and these funds
are collected in advance of the investment.
• Congestion charging: the purpose is to
internalise the cost of congestion caused by
motorists who use a congested road, and thus
cause other users of that road to lose time. The
amount of the toll must be equal to the
marginal cost of the congestion.
• Environmental charging: the purpose of this is
to apply the ‘polluter pays’ principle, and thus
have the motorist pay for the environmental
costs they create.
Proposals have also been raised for congestion
charging at airports (IPPR, 2002). Under this
approach, take-off and landing slots at airports
could be auctioned. The IPPR study suggests
that the value of such slots at Heathrow alone
is £1.2 bn per annum.

In summary:
Who pays: Most motorists
When pay: At barriers/cordon points. Can have
pre-payment systems
How long pay: Variable, but time-limited in the
case of the London proposal
What pay: Proposal for London is £5 for car entry.
Expected to generate net income of £130 million
per annum
How get payments: TfL agents will collect funds,
and then direct to TfL after operating expenses.
Will be available on a constant income stream
basis
Advantages
• Impacts can be fairly readily assessed – and can
lead to reduction in congestion and pollution
with consequent benefits to bus users and
pedestrians
• Highlights external costs of private motor use
• Internalises the marginal social cost (accidents,
road damage, pollution and congestion) of road
use to increase economic efficiency
• There is a choice to the taxpayer of not using
and therefore not paying.
Disadvantages
• Can lead to adverse distribution effects
elsewhere
• May have negative impacts on boundaries of
charging area, particularly on property values
• May suppress the regeneration of areas within
the charging area, and depress
secondary/specialist SMEs
• Can, depending upon system introduced, be
complex to operate and administer
• May be difficult to impose politically on a large
scale without immediately available better
public transport provision.
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Examples and comment
Road charging is to be introduced into London
in 2003. There are schemes in place in: Bergen,
Oslo, Trondheim, (all cordon charging systems)
Singapore (congestion pricing system) and San
Diego (toll lane). Revenues are intended to fund
a mixture of road and public transport
investments so as to become a viable substitute
for car traffic. In the case of Oslo, the operational
expenditure of the toll system was approximately
11% of overall receipts, with the bulk of the
revenue surplus being used for improving
transport infrastructure in the city. The toll-related
revenues equate to approximately half the budget
for transport improvements in the city.
The London scheme is expected to generate
£130 million revenue net per annum, which will
be ring-fenced for transport projects. The funds
can be ring-fenced for up to 10 years. The
improvements funded are likely to be mainly for
bus service and traffic management.
However, there is the opportunity for using some
of these funds to support the development of
intermodal schemes (e.g. light rail/trams/guided
busways) across London. This would help link
directly the revenues from road charging with
high profile public transport improvements.
London’s scheme is strictly speaking a cordon
charging system, as it is simple charges for entry
into the central area at a specified time, although
it could be argued that this is the peak pollution
period. Even so, it will be important in that it will
shape perceptions and attitudes towards this
measure: in much the same way as recent tram
schemes have changed perceptions towards
trams. More extensive road charging would have
to take place in conjunction with a reduction in
fuel duty to be politically acceptable, so revenues
raised may be less than anticipated.
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The Commission for Integrated Transport (CfIT)
has also raised the idea of congestion charging on
congested roads, notably motorways. Their
analysis was based on fiscally neutral schemes.
This indicated that approximately £5.7 bn per
annum could be generated by congestion
charging, which could be used to reduce petrol
duty by at least 12p per litre. However, it would
equally be possible to use such funds to support
public transport infrastructure improvements, but
this would need to be recognised as an increase in
the tax burden on motorists.
Further reading
Jean Vivier (1999) Urban Transport Pricing, Public
Transport International.
Graeme Leach (2001) More roads and road pricing
– the way to go? IoD Policy Paper.
European Commission DG TREN (2000) Fair and
Efficient Pricing in Transport – The Role of Charges
and Taxes.
Commission for Integrated Transport (2002)
Paying for Road Use
RICS (2000) Central London: Congestion Charging.
Response of the RICS (Policy Section)

Taxonomy type: polluter pays/beneficiary pays
Measure: 2. Workplace parking charges
Also known as/related to: parking charges;
parking fines.
How it works
Parking charges are used throughout the world by
local authorities as an income flow to fund their
activities. These are in the form of charges/taxing
for use of private non-residential parking spaces,
ring-fencing funds from other parking charges, or
fines for illegal parking. However, these charges
are rarely hypothecated to pay for local public
transport. Powers exist in London to use these
methods.
In the case of private non-residential parking, it
is considered that ‘free’ parking at a driver’s
destination is a decisive factor in the decision to
use a car. The aim of charging or taxing is
therefore to incorporate the cost of parking in the
overall pricing system, and therefore condition
transport behaviour. The charge would normally
be placed on the business or occupier with whom
the parking space is associated. The business
would then decide whether the cost would be
passed on to employees, but the expectation is
that it generally would not.
An alternative approach is a parking place
development charge, as used in Hamburg.
Although this might be classified under the
Development Levy methods, it is included here as
it relates specifically to parking. In this method
the aim is primarily to discourage car use and
encourage public transport use. A developer pays
a fee in relation to the number of car parking
spaces they do not provide. This has generated
approximately DM20 million per annum in
Hamburg. However, it operates in a system that
requires a minimum number of parking spaces
per development, so there could be issues of
transferability to systems that focus on maximum
levels of parking provision.
In summary:
Who pays: The user of the parking space
(in the case of parking meter/fine), or
business/organisation (in the case of workplace
parking charge)

When pay: At time of use (for parking meter/fine),
or in advance (for workplace parking charge)
How long pay: No fixed period, but generally in
perpetuity
What pay: A proportion from the lump sum fine
or the price of a parking ticket, or the net revenue
from the workplace parking charge
How get payments: Through the existing
system for parking fines and charges, and
probably via the local rating system for workplace
parking charges.
Advantages
• Road traffic is known to generate considerable
external costs, which parking charges can help
internalise and discourage
• Generally accepted means of revenue
collection (in the case of parking fines/public
parking charges)
• Systems in place for collecting revenues
• Difficult to avoid payment
• Results of ‘parking fines’ can potentially be seen
to deliver transport projects/improvements.
Disadvantages
• Workplace parking charge can be seen as
an additional tax on business operations
• Co-ordination of funding programmes across
boroughs may be problematic
• Parking spaces in Central London are
already rated for UBR, so the issue of double
taxation arises.
Examples and comment
There is a parking levy at Heathrow, Gatwick
and Stansted Airports to pay for improvements
to public transport. Passengers contribute an
average 25p from every parking transaction and
£10 of each staff annual car parking pass goes to
the BAA budget that goes towards improving
public transport within and around each airport.
The estimated revenue for 1999 at Heathrow was
£2m, £1m at Gatwick and £350,000 at Stansted.
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In Aspen, Colorado parking charges have helped
pay for the marketing of transport alternatives, for
free buses and provides money to pay for a light
rail system.
In France, additional revenues from parking fines
and driving offences have been earmarked to pay
for public transport infrastructure since 1973. In
Athens, under a recently passed law, part of the
charges imposed on private cars that violate bus
lanes will be passed to the public transport
authority.
The government commissioned Review of
Charging Options for London (ROCOL) examined
the issue of workplace parking charging in
London. This identified potential net revenues
from such a system in London of between £80
and £100 million per annum. Research by the
University of Westminster, however, indicated
that potential revenues could be significantly
higher, of the order of £250 to £300 million per
annum.
Further reading
Review of Charging Options for London (2000)
Government Office for London
European Commission DG TREN (2000) Fair and
Efficient Pricing in Transport – The Role of Charges
and Taxes
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Taxonomy type: polluter pays
Measure: 3. National/local motoring tax
Also known as/related to: gas tax; car registration
tax; vehicle duty tax.
How it works
Taxes on motoring can be used to assist in
developing public transport, although in the UK
the principle historically adopted is that funds
from this source are not ring-fenced in any way.
In mainland Europe and North America different
approaches are used.
Local motoring taxes can be levied for local
purposes, including public transport. These
motoring taxes are common on fuel and excise
duties. Such taxes are mainly found in the US
and Canada, mainly due to the State government
system which allows such variation, as well as
the distance factor which prevents excessive
cross-border leakage.
The local fuel tax is a percentage tax (generally
between 1% to 6%) on a gallon of fuel and the
excise tax is an annual state tax on the fair
market value of motor vehicles. There are also
systems in operation that charge a ‘registration
fee’ on car number plates, which are then used
by the state/local authority for transport
improvements.
In summary:
Who pays: The motorist
When pay: At point of purchase of fuel
How long pay: No fixed period, but generally in
perpetuity
What pay: A percentage of the fuel
How get payments: Revenue departments
collect taxes from retailers and distribute to
transport authorities.

Advantages
• Uses existing structures for revenue collection
• Accepted form of revenue collection
• Significant revenues can be obtained.
Disadvantages
• Those who pay the tax may not benefit at all
from public transport improvements
• Would require changes to Treasury rules.
Examples and comment
There are many examples of these hypothecated
taxes in the United States and Canada, for
example Nevada, Albuquerque, Oregon, New
Mexico, Vancouver and Montreal. Florida has two
types of local motor fuel tax. One is a ‘gas tax’
that is voted for, whilst the other is a local option
gas tax. The voted gas tax allows 1% per gallon of
tax to be levied subject to voter approval, and can
be ear-marked for particular projects. The local
optional gas tax is limited to not more than 6
cents per gallon. This does not require vote
approval, but it does require approval by the
governing body of the local authority. These
taxes are generally popular in areas that have
significant traffic from non-residents such as
tourists to whom the tax may be passed.
The Motor Vehicle Tax (MVET) is a source of
funding public transport in the State of
Washington. The tax is an annual 2.3% on the fair
market value of motor vehicles. Cities and
counties can take nearly half of the MVET for local
public transport and the rest goes to the State
ferry system and the State general fund.
In Montreal, the local transport agency (Agence
Metropolitaine de Transport – AMT) operated a
C$186 million budget (1997). Of this,
approximately 25% comes from a 1.5 cent per litre
tax on gasoline. (In addition, just under 22% of
funds arose from a C$30 per car per year
registration fee.)
In Vienna a supplementary levy was applied to the
National Vehicle Tax. This was used to help fund
six S-Bahn extensions within the capital.
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Examples and comment
There are many examples of these hypothecated
taxes in the United States and Canada, for
example Nevada, Albuquerque, Oregon, New
Mexico, Vancouver and Montreal. Florida has two
types of local motor fuel tax. One is a ‘gas tax’
that is voted for, whilst the other is a local option
gas tax. The voted gas tax allows 1% per gallon of
tax to be levied subject to voter approval, and can
be ear-marked for particular projects. The local
optional gas tax is limited to not more than 6
cents per gallon. This does not require vote
approval, but it does require approval by the
governing body of the local authority. These taxes
are generally popular in areas that have
significant traffic from non-residents such as
tourists to whom the tax may be passed.
The Motor Vehicle Tax (MVET) is a source of
funding public transport in the State of
Washington. The tax is an annual 2.3% on the fair
market value of motor vehicles. Cities and
counties can take nearly half of the MVET for local
public transport and the rest goes to the State
ferry system and the State general fund.
In Montreal, the local transport agency (Agence
Metropolitaine de Transport – AMT) operated a
C$186 million budget (1997). Of this,
approximately 25% comes from a 1.5 cent per litre
tax on gasoline. (In addition, just under 22% of
funds arose from a C$30 per car per year
registration fee.)
In Vienna a supplementary levy was applied to the
National Vehicle Tax. This was used to help fund
six S-Bahn extensions within the capital.
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A 1p increase on a litre of fuel duty in the UK
would generate approximately £450 million
nationally. Unless agreed otherwise, however,
such an increase could not be hypothecated for
transport use. In addition, the application of a
local fuel tax would be difficult given the relative
size of the country. There would, for example, be
potential for ‘cross-border’ transfer of sales, with
negative impacts upon garages located in the ‘tax
zone’. National receipts would therefore need to
be allocated across different locations according
to an agreed approach.
A further issue relates to tax revenues received
generally by the Exchequer. As of 2001/2 financial
year, fuel-related duty produced £26.3 bn in
revenue for the government (£21.9 bn fuel duty
and £4.4 bn vehicle excise duty). Transport
expenditure by the government in 2001 was
£10.1 bn, indicating a net transfer of £16.2 bn of
transport revenue to other activities. A proportion
of this ‘net transfer’ could be re-allocated to
transport projects, but this would require a
change in policy by the Treasury on ear-marking
specific tax funds.
Further reading
European Commission DG TREN (2000) Fair and
Efficient Pricing in Transport – The Role of Charges
and Taxes

Taxonomy type: general tax
Measure: 4A Sales tax
Also related to gambling tax.
How it works
In general a consumption tax can be described as
a tax imposed on the consumption of goods, such
as luxury items, utilities, specific services or
general merchandise. Consumption taxes can
provide a dedicated funding source for a transport
agency, and through their implementation
transport agencies can collect substantial
amounts of revenue for operating and capital
costs. It is particularly common in the US.
There are two basic forms: a local sales tax
(applied to goods and services); and a gambling
tax (a proportion of lottery or other gambling
receipts). See the next definition for details
on this.
Sales taxes tend to be more acceptable than most
other forms of taxation. They tend to be more
regressive, however, and the services they finance
do not generally benefit those who pay the taxes.
The tax can be viewed as a blunt instrument, with
the beneficiaries of transport improvements not
being directly those who have paid for it. In
addition, the funds generated can be used for
purposes other than transport use. In the UK local
authorities would need to introduce legislation to
enable this to happen. (However, an alternative
could be the hypothecation of an proportion of
VAT – which can be seen as a sales tax – to
regional government/bodies).
In the United States the sales tax is a common
locally dedicated revenue source for transport.
In summary:
Who pays: Consumers
When pay: Point of sale
How long pay: No fixed period, but generally
in perpetuity

How get payments: Taxation payments are
generally collected by the local authority/national
body and then distributed back, either directly to
the transport organisation or indirectly via the
local authority.
Advantages
• Easy to administer as related to existing tax
structures
• Provide substantial sums of money for transport
and is a stable source of revenue
• Sales tax tends to be more acceptable than
other forms of taxation.
Disadvantages
• Blunt
• Can put local area at disadvantage relative to
surrounding areas
• Reduced spending in a recession will directly
reduce revenue for transport
• Requires legislation.
Examples and comment
In Nevada, a sales tax is charged on goods and
services of 0.25% in order to pay for
transportation in the area. The tax is sent from
the vendors in Reno, Sparks and Washoe County
to the State of Nevada, which is then distributed
back to Washoe County and placed into an
account for the transport operating company.
This money can then be withdrawn by the
company when it is required.
In the State of Georgia, meanwhile, a charge
of 1% sales tax is applied. Half the net proceeds
from this tax are spent on operating transport
operations in the State, and the other half on
construction work associated with such
operations.
In Alabama, there is a beer tax that is charged
at 1.6 cents per four fluid ounces of beer. Each
county divides the revenue in different ways but
in Jefferson county for example a third of the
funds are hypothecated to the County transit
authority.

What pay: A percentage of the sale price
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In the case of London, the annual turnover of
retail and related services was £66 billion (1999
values). Whilst caution is needed in using this
figure given the type of outlet included and the
composition of turnover, assuming a 0.25% sales
tax would generate approximately £180 million
per annum. (If a proportion of VAT receipts were
hypothecated to local authorities the annual
figure could be significantly higher than this).
Further reading
Producing Boundaries and Statistics for Town
Centre – London Pilot Study Summary Report
(2002) Office of the Deputy Prime Minister
Hack J (2002) The Role of Transit Investment in
Urban Regeneration and Spatial Development:
A Review of Research and Current Practice CIP
Annual Conference 2002: Making Waves
J. Scheurer, P. Newman & J. Kenworthy (2000)
Can Rail Pay? Light Rail Transit and Urban
Redevelopment with Value Capture Funding and
Joint Development Mechanisms. Institute for
Sustainability and Technology Policy (ISTP)
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Taxonomy type: general tax
Measure: 4B Gambling tax
Also related to Sales tax.
How it works
In general a consumption tax can be described as
a tax imposed on the consumption of goods, such
as luxury items, utilities, specific services or
general merchandise. Consumption taxes can
provide a dedicated funding source for a transport
agency, and through their implementation
transport agencies can collect substantial
amounts of revenue for operating and capital
costs. It is particularly common in the US.
There are two basic forms: a gambling tax (a
proportion of lottery or other gambling receipts);
and a local sales tax (applied to goods and
services). See the previous definition for details
on sales tax.
Gambling taxes take the form of a tax on lottery
receipts. However, lotteries are complex in their
operation and are generally seen as a
controversial method of raising taxes.
The tax can be viewed as a blunt instrument,
with the beneficiaries of transport improvements
not being directly those who have paid for it. In
addition, the funds generated can be used for
purposes other than transport use. In the UK
local authorities would need to introduce
legislation to enable this to happen.
In the United States the sales tax is a common
locally dedicated revenue source for transport.
In summary:
Who pays: Consumers
When pay: Point of sale
How long pay: No fixed period, but generally in
perpetuity

How get payments: Taxation payments are
generally collected by the local authority/national
body and then distributed back, either directly to
the transport organisation or indirectly via the
local authority.
Advantages
• Easy to administer as related to existing tax
structures
• Provides substantial sums of money for
transport and is a stable source of revenue
• Gambling tax tends to be more acceptable than
other forms of taxation.
Disadvantages
• Blunt
• Gambling tax can be controversial and generate
less than sales tax
• Reduced spending in a recession will directly
reduce revenue for transport
• Requires legislation.
Examples and comment
In Pennsylvania 8% to 12% of the proceeds of the
lottery is spent on transit. The State of Arizona
also applies part of the revenue from gambling
taxes to transport projects.
The UK National Lottery contributes
approximately £1.5 billion per annum to ‘good
causes’, in addition to which £600 million per
annum is collected in duty by the government.
Other gambling activities are estimated to
generate £900 per annum in tax revenue. These
funds could, potentially, be used to support
transport infrastructure projects. However, in the
case of the Lottery there would need to be
changes to the constitution of the system to
allow this to happen, as well as for Treasury
approval for other gambling taxes to be
hypothecated. It would also be necessary to
distribute funds on an appropriate regional/local
basis.

What pay: A percentage of the ticket price
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Further reading
Producing Boundaries and Statistics for Town
Centre – London Pilot Study Summary Report
(2002) Office of the Deputy Prime Minister
Hack J (2002) The Role of Transit Investment in
Urban Regeneration and Spatial Development: A
Review of Research and Current Practice CIP
Annual Conference 2002: Making Waves
J. Scheurer, P. Newman & J. Kenworthy (2000) Can
Rail Pay? Light Rail Transit and Urban
Redevelopment with Value Capture Funding and
Joint Development Mechanisms. Institute for
Sustainability and Technology Policy (ISTP)
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Taxonomy type: general tax
Measure: 5. Employer/employee tax
Also known as/related to: payroll tax; versement
de transport; dienstgeberadgabe.

Advantages
• An accepted form of taxation. Mechanisms
already in place for collecting the tax, so easy to
administer and enforce
• Large revenues can be created

How it works
Employer and local income taxes are collected
by national and local governments in many
countries. However, only a few hypothecate funds
to support public transport. Local payroll taxes to
support public transport occur in the US and
mainland Europe. Such an approach would
require legislation in the UK.

• Transparent: Taxpayers know that the tax will
be spent on public transport and in their city

In France, there is a specific transport
contributions policy in place for financing the
investment and operation of urban public
transport systems. This tax, the Versement de
Transport (VT)), has to be paid by all local
employers with more than nine employees. This
includes both public and private sectors. However,
firms that house their employees or provide
transport to work arrangements are exempt.
The tax ranges from 1% to 2.2% of the wage bill
depending upon the city. The VT can be used to
pay for public transport investment but also
operational costs.

• As a tax on wages, may be a handicap on
economic activity and a disincentive to company
investment and additional employment

In summary:
Who pays: Employer or employee
When pay: Annually in advance of construction of
projects
How long pay: No fixed period, but generally in
perpetuity

• Can provide substantial sums of money for
public transport and is a powerful tool for
financing and developing public transport.
Disadvantages
• Adding to the overall tax burden

• With VT some cities initially invested too heavily
without evaluating in detail the resulting
operating costs, inducing financial crisis
• UK employers already pay a ‘wage tax’ through
National Insurance contributions (c. 10%). May
therefore be seen as double-taxation.
Examples and comment
The Versement Transport has played a very
important role in financing transport in France
since its introduction in 1971. It accounts for 40%
of all resources of the transport networks and has
been implemented in more than 85% of the urban
areas with more than 20,000 inhabitants.
In the case of Strasbourg a 10 km LRT system was
introduced between 1991 and 1994, at a cost of
1.9 bn FF (1991 prices). The funding for this
scheme was as follows:

What pay: A percentage of salary (generally 1-2%)
How get payments: Collected through the tax
system and then distributed to the public
transport authority.

Funding London’s transport needs 87

Source

Funds

Proportion

Loans

FF 698 m

36.5%

Transport Tax

FF 518 m

27.1%

Local authority
contributions

FF 331 m

17.3%

State subsidy

FF 300 m

15.7%

Operators
contribution

FF 63 m

03.3%

Total

FF 1,910 m

100%

The ‘Dienstgeberabgade’ employer tax was
introduced in the City of Vienna in 1970. This
was a tax on all businesses with over 10
employees (although there are certain
exceptions), with the proceeds used to finance a
subway system. The tax generates approximately
AS295 million per annum (2000), which is
approximately 10% of the overall transport
construction budget of the city.
In Portland and Eugene, in the State of Oregon
local transit agencies apply a payroll tax to
generate revenue, which was enabled through
the State legislature. The funds generated are
over 60% of each transport system’s operating
budget. Louisville, Kentucky and Cincinnati, Ohio
also use municipal taxes to finance public
transport subsidies.
Further reading
Hack J (2002) The Role of Transit Investment in
Urban Regeneration and Spatial Development:
A Review of Research and Current Practice
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Taxonomy type: general tax
Measure: 6. Cross Utility funding
Two main forms: utility levy and cross-subsidy.
How it works
There are two basic methods available under this
heading. The first method applies a levy on utility
use, similar to sales and employers taxes. This is
common in the US, such as in Pullman,
Washington.
The second method involves cross-subsidy of
a loss-making public transport system by a
profitable utility department. This occurs in
Germany. However, there are legal and accounting
constraints associated with such approaches, as
well as the separation of these functions in the
UK since privatisation.
In summary:
Who pays: Either the consumer in the form of
a sales tax or the company by using profits
When pay: On bill issue or annually for
cross-subsidy, but both generally in advance of
any projects
How long pay: No fixed period, but generally
in perpetuity
What pay: A percentage of sales or profit
How get payments: Through normal bill payment
channels and tax payment procedures.
Advantages
• Can produce a fairly large amount of revenue
• Easily enforced if utility company is related to
the public transport company

Disadvantages
• Difficult to introduce in some countries
due to competition rules and the privatisation
of utilities
• Really requires both utility and public transport
operators to be part of the same (usually public)
organisation
• Needs to be operated nationally in the UK to
adhere to competition rules.
Examples and comment
In Germany, public transport systems and utility
services such as gas and water are often part of
the same municipally-owned holding company.
For example the Wuppertaler Stadtwerke (WSW)
is a public utility company responsible for public
transport, gas, water and energy supply in the
municipality of Wuppertal. The company can
offset profits of the utility company against losses
of the transport system. Consequently these
profits are not subject to corporation tax.
However, in the long term, the liberalisation of
the EU energy market will render such models
impossible.
Transit in Pullman, Washington, USA is paid for by
a 2% levy on telephone, water, sewer, electric, gas
and garbage utilities. The levy is collected by
utility companies and transferred to the City of
Pullman, which then transfers to the transit
department of the city. It is based on collections
of the previous month and on money actually
paid, rather than what is billed. The levy pays for
40% of operating costs of the city’s para-transit
service. The utility levy is matched 1:1 with money
from Washington State’s Motor Vehicle Excise Tax.
The C$730 million Vancouver SkyTrain was also
partially funded through an electricity surcharge
by the local authority. (They also used a
combination of property taxes and fuel taxes).
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In Japan there are a number of private rail
companies which own land and use the profits
from the development of land to pay for the
maintenance and development of their railways,
through cross-subsidies. From the beginning of
their involvement in transport, private railway
companies were land developers as well as
transport operators. For example, The Tokyo
Corporation has developed 2,872 ha of land in the
south-west of Tokyo for a population of 440,000.
On a smaller scale, London Transport Property
annualised rents and capital receipts were –
until recently – used to partly support fare box
revenue. Rents rolls were approximately £30
million per annum. TfL now have responsibility
for these assets.
Further reading
European Commission DG TREN (2000) Fair and
Efficient Pricing in Transport – The Role of Charges
and Taxes
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Taxonomy type: beneficiary pays/general tax
Measure: 7A Property related tax
– Business rate levy
Also known as/related to: Business Rates and
Council Tax; Tax Increment Financing (TIFs); Local
Tax Re-Investment programme (LTRP); Business
Improvement Districts (BIDs); Benefit Assessment
Districts (BADs).

In summary:
Who pays: Generally the occupier
When pay: Payment in advance of improvements
How long pay: Generally fixed period
What pay: Percentage increase on local property
tax, or a scaled fee in relation to size

How it works
This set of funding methods differs from the next
set (8. Development Levies) in that their emphasis
is upon securing additional funding by means of a
tax or supplement on existing values or
redistributing existing funds – as opposed to an
uplift in individual values. However, it should be
recognised that the distinction can be slight, as
there is an expectation in most authorities
introducing such an approach that values will rise
as a result of the new or improved infrastructure.
In addition, the focus is upon collecting the
revenues from occupiers rather than landowners.

How get payments: Business Rate Levy could be
obtained through existing arrangements, but
would require new legislation.

There is much similarity in the methods used in
practice or proposed for application. However,
there are also some subtle but significant
differences between them. Accordingly, each
broad method under the heading of Property
Related Tax has been described separately. The
following explanation relates to Land Value
Taxation.

• Co-ordination of funds may be problematic, as
well as agreeing geographical focus

Business Rate and Council Tax Supplement
An additional Business Rate Levy could be placed
on the UBR, as well as upon the various house
price bands for the residential sector, to
contribute towards the costs of transport
infrastructure projects. This could be across
London as a whole, or along specified transport
corridor routes. There would be issues of coordination to sort out, such as whether GLA/TfL or
the London Boroughs would manage the funds. In
any case, given the current means by which the
local rating system operates, new legislation
would be required to vary the rate applied.

Advantages
• Familiar and reasonably well understood
• Easy to collect
• Transparent
• Acceptable if time limited.
Disadvantages
• Requires new legislation

• Will be seen as an extra tax
• Does not cover non-London based users of
transport system.
Examples and comment
Analysis by CB Hillier Parker indicates, for the
Crossrail route, that a 2p in the £ increase on the
UBR for commercial occupiers could generate
between £2 billion and £3 billion over a 20 year
period. This level of increase in the UBR represents
between 1% and 1.5% of a typical occupier’s
property costs. A charge on the residential sector
was not likely to produce revenue levels of the
same significance, given that the focus of the
investigation was upon the core route of Crossrail
1. It was noted, however, that primary legislation
would be needed to implement such a measure,
and it would probably need to have a time-fixed
period of operation.
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The Los Angeles MTA (the transport authority)
applied a levy to existing commercial properties
within a one-third and one-half mile radius of a
new underground metro system. The levy was set
at 17 cents per square foot for the period 19931997, rising to 37 cents per square foot over the
period 2003-2007. Approximately 70 million
square feet is covered by the levy, generating
almost $26 million per annum. The levy will be
used as part of a further 12 mile extension of the
metro system.
Further reading
Modernising Local Government: A Green Paper
(2001 DETR)
Funding Crossrail: Could Property Help? (2002)
CB Hillier Parker Briefing Paper
Tax Increment Financing: A Tool for
Re-Building New York (2002) S Casella
(nynv.aiga.org/pdfs/NYNV_TaxIncrementFinancing
pdf)
European Commission DG TREN (2000) Fair and
Efficient Pricing in Transport – The Role of Charges
and Taxes
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Taxonomy type: beneficiary pays/general tax
Measure: 7B. Property related tax –
tax increment financing (TIF); local tax
re-investment programme (LTRP)
Also known as/related to: Business Rates and
Council Tax; Business Improvement Districts
(BIDs); Benefit Assessment Districts (BADs), Land
Value Taxation (LVT)/Site Value Rating (SVR),
Greenfield Development Tax (GDT)
How it works
This set of funding methods differs from the next
set (8. Development Levies) in that their emphasis
is upon securing additional funding by means of
a tax or supplement on existing values or
redistributing existing funds – as opposed to an
uplift in individual values. However, it should be
recognised that the distinction can be slight, as
there is an expectation in most authorities
introducing such an approach that values will rise
as a result of the new or improved infrastructure.
In addition, the focus is upon collecting the
revenues from occupiers rather than landowners.
There is much similarity in the methods used in
practice or proposed for application. However,
there are also some subtle but significant
differences between them. Accordingly, each
broad method under the heading of Property
Related Tax has been described separately. The
following explanation relates to Land Value
Taxation.
Tax increment financing/local tax re-investment
programme
Tax Increment Financing (TIF) was developed in
the US over 20 years ago. Essentially local
authorities can carry out improvements to attract
businesses, without raising taxes. Funds are
derived from the growth in property tax revenues
– the tax increment. The tax increment is the
difference between the amount of property/rating
tax revenue generated before the creating of a
TIF area or district, and the amount of
property/rating tax revenue generated after
designation. The expectation is that it will
increase over time.

Tax Increment Financing (TIF) involves the
issuance and sale of tax-exempt governmental
revenue bonds to finance public infrastructure
redevelopment within one or more predetermined
geographic areas on the basis of specific statutory
eligibility criteria. To secure the repayment of TIF
bonds, the government agrees to ‘ring-fence’ a
proportion of the incremental growth in real
property tax collections occurring within the area
from a specific date.
Tax increment projects must be consistent with
statutory criteria (such as a Redevelopment Plan)
and typically are supported by project feasibility
studies, cost/benefit analyses, and development
agreements with sponsors of private projects
within the benefited areas. Issuance powers and
limited tax collection authority may be delegated
to TIF Districts, but generally is retained by the
government or its agents.
Under this approach the incremental gains in
property tax resulting from the increased
development due to, for example, a planned
transport infrastructure project, are used as the
basis for funding the planned project. Thus, the
local authority is effectively responsible for
financing improvements in the local
infrastructure. In the US, the system typically
operates by the local authority issuing a taxexempt bond. Repayment of the bonds comes
through the funds generated from the
incremental property tax-payments. As an
example, a proposed transport project is expected
to help generate new development or redevelopment that will add, say, £5 million per
annum in terms of local property taxes. These
funds can be retained by the local authority for a
specified period in order to construct the project.
There are many US examples of TIFs, with 48 of
the States operating such systems. In Chicago,
analysis of 36 TIFs indicated that they could
generate up to $1.66 billion over a 23 year period.
However, only £360 million of this was associated
with ‘stimulated revenue growth’.
This approach has overlap with bond financing
discussed later, as it can provide the identified
funding source to support a bond issue.
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The UK government responded to the concept of
TIFs in the Modernising Local Government Green
Paper, with proposals for a Local Tax ReInvestment Programme (LTRP). This is very similar
to TIFs, with the major difference being in the
operational aspects of the system. This includes
the proposed operation of the scheme through a
local strategic partnership (LSP). In addition, two
methods for calculating the initial tax base and
subsequent changes have been outlined by the
government. The LTRP would operate for an initial
period of 8 years, with the possibility of extension
for another 5 years.
In either the TIF or LTRP the benefit to the public
authority is that development interest in the area
may have been generated and the tax base may
have increased.
In summary:
Who pays: Generally the occupier
When pay: TIF/LTRP is deferred, but funds raised
via a bond issue or similar
How long pay: Generally fixed period
What pay: Normal ‘local rate’
How get payments: TIF/LTRP may be developed
using local arrangements, although discussions
with government are on-going on this.
Advantages
• Deferred payments until improvements in
place, with existing users not paying directly
• Time limited

Disadvantages
• Cannot guarantee development will occur,
therefore government fall-back position
required
• Funding can be slow to arrive. (However, crossfunding from other locations, e.g. Canary Wharf,
Jubilee Line extension, could be used to fund,
say, Crossrail 1 until new development came
on stream).
Examples and comment
TIFs introduced in many US cities. Portland,
Oregon has used such an approach to part-fund
the expansion of the LRT system:
• A little over $7.5 million in tax increment funds
was used to support that portion of the Central
City Streetcar alignment that passes through
the South Park Blocks tax increment district
• The Interstate Avenue Light Rail was supported
by the City of Portland’s issuance of $30 million
in General Fund notes which the Portland
Development Commission must re-pay when
the Interstate tax increment district has the
financial capacity to issue long term bonds.
These funds also served as part of the local
match for the overall project.
In Washington DC the Gallery Project was partfunded by a $74 million TIF-secured bond. Tax
increment financing has been used to support
subway construction in Chicago, where three
public transportation projects in the downtown
Loop have been funded with tax increment
revenue:

• Can stimulate new development at low risk

• The Randolph/Washington Station received
$13,500,000 in tax increment funds

• Can be a direct incentive for local authorities,
and can reward success.

• The Dearborn Subway-Lake/Wells received
$1,200,000 in tax increment funds
• Miscellaneous Central Loop transit projects
received $24,000,000 in tax increment funds.
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Further reading
Tax Incremental Financing in London (2003) Bob
Kiley Commissioner Transport for London Urban
Regeneration – A Fresh Approach Conference 24
October 2002 London
Modernising Local Government: A Green Paper
(2001) DETR
Funding Crossrail: Could Property Help? (2002) CB
Hillier Parker Briefing Paper
Tax Increment Financing: A Tool for Re-Building
New York (2002) S Casella
(nynv.aiga.org/pdfs/NYNV_TaxIncrementFinancing
pdf)
European Commission DG TREN (2000) Fair and
Efficient Pricing in Transport – The Role of Charges
and Taxes

Funding London’s transport needs 95

Taxonomy type: beneficiary pays/general tax
Measure: 7C. Property related tax – business
improvement districts (BID)
Also known as/related to: Business Rates and
Council Tax; Tax Increment Financing (TIFs); Local
Tax Re-Investment programme (LTRP); Benefit
Assessment Districts (BADs), Land Value Taxation
(LVT)/Site Value Rating (SVR), Greenfield
Development Tax (GDT)
How it works
This set of funding methods differs from the next
set (8. Development Levies) in that their emphasis
is upon securing additional funding by means of a
tax or supplement on existing values or
redistributing existing funds – as opposed to an
uplift in individual values. However, it should be
recognised that the distinction can be slight, as
there is an expectation in most authorities
introducing such an approach that values will rise
as a result of the new or improved infrastructure.
In addition, the focus is upon collecting the
revenues from occupiers rather than landowners.
There is much similarity in the methods used in
practice or proposed for application. However,
there are also some subtle but significant
differences between them. Accordingly, each
broad method under the heading of Property
Related Tax has been described separately. The
following explanation relates to Land Value
Taxation.
Business improvement districts
Business Improvement Districts (BID) are another
US funding approach, and are currently being
piloted in the UK at five locations. The approach
works from the ‘benefit assessment district’
concept, which allows for a levy to be raised on
property within a specific geographic area –
namely the BID location. This is usually achieved
on the basis of land area, assessed property values
or distance from stations, or some combination of
these factors.
The BID location is formed usually through
co-operation between local businesses and the
local authority. Any funds raised are directed back
to improvements in the BID area, rather than
going to the Treasury or other projects outside of
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the BID area. The BID needs to be set up by means
of a vote of ‘relevant’ parties, the result of which
is binding on all under the BID area. The focus
is on occupiers in the UK, although in the US
there is combination of business occupiers
and landowners.
There can be difficulties in developing BIDs, due
to the controversy they can cause in relation to
defining boundaries, and amount of contribution
required. There are also issues of the ‘weighting’
of votes (e.g whether it is ‘one man one vote’, or
proportional representation); exclusions from
the system (e.g. landowners if they are not
contributing funds).
In summary:
Who pays: Generally the occupier
When pay: BID requires payment in advance of
improvements
How long pay: Generally fixed period
What pay: Percentage increase on local property
tax, or a scaled fee in relation to size
How get payments: BID may be developed using
local arrangements, although discussions with
government are on-going on this.
Advantages
• Plenty of experience of using this approach
in US
• Can use existing arrangements
• Can increase co-operation between public and
private sectors.
Disadvantages
• Agreeing boundaries can be difficult
• Defining the level and variations in of payment
can be complex
• Agreeing ‘voting’ rights can be contentious
• Exclusion of landowners can create problems
• Can be seen as paying for what should
be provided.

Examples and comment
It is estimated that over 1,500 BIDs have been
set-up in the US and Canada. They typically levy
a rate of between 0.1% and 0.3% on the assessed
value of properties. The City of Fortuna has a levy
of 0.1%, from which approximately $14 million
per annum is generated. Norwich, New York
introduced a BID in 1986, from which it was able
to generate a capitalised revenue stream of
$200,000 per annum for 10 years. The Lincoln
Square, New York City BID generates over $1
million per annum, and is one of 40 such districts
in New York State.
Further reading
Modernising Local Government: A Green Paper
(2001) DETR
Funding Crossrail: Could Property Help? (2002)
CB Hillier Parker Briefing Paper
Tax Increment Financing: A Tool for Re-Building
New York (2002) S Casella
(nynv.aiga.org/pdfs/NYNV_TaxIncrementFinancing
pdf)
European Commission DG TREN (2000) Fair and
Efficient Pricing in Transport – The Role of Charges
and Taxes
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Taxonomy type: beneficiary pays/general tax
Measure: 7D. Property related tax – land value
taxation (LVT)/site value rating (SVR)
Also known as/related to: Business Rates and
Council Tax; Tax Increment Financing (TIFs); Local
Tax Re-Investment programme (LTRP); Business
Improvement Districts (BIDs); Benefit Assessment
Districts (BADs), Greenfield Development Tax
(GDT)
How it works
This set of funding methods differs from the next
set (8. Development Levies) in that their emphasis
is upon securing additional funding by means of a
tax or supplement on existing values or
redistributing existing funds – as opposed to an
uplift in individual values. However, it should be
recognised that the distinction can be slight, as
there is an expectation in most authorities
introducing such an approach that values will rise
as a result of the new or improved infrastructure.
In addition, the focus is upon collecting the
revenues from occupiers rather than landowners.
There is much similarity in the methods used
in practice or proposed for application. However,
there are also some subtle but significant
differences between them. Accordingly, each
broad method under the heading of Property
Related Tax has been described separately.
The following explanation relates to Land
Value Taxation.
The most basic definition of Land Value Taxation
(LVT) is that it is a method of raising public
revenue by means of a tax on the value of land.
However, there is a considerable range of options
– and associated definitions – by which this
funding method can be implemented and by
which it operates in practice.
At the risk of over-simplification, LVT can range
from a complete replacement of an existing
national tax system by a system based on taxing
land values, to an approach that may focus at a
local level and taxes only changes in land values.
The general principle is that it would replace or
supplement rather than add to existing taxes. In
that context, this funding method should not –
in theory – be seen as a source of additional
funding. However, this may not always be the
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case, and is an important issue in terms of
funding transport infrastructure improvements.
An objective of a locally-based LVT would be
for it to provide a reasonably equitable
distribution of the costs of required local services
– including transportation – to those that benefit
from the services required. It should not be
concerned directly with the redistribution of
individual wealth.
In essence, the approach would require that the
value of each parcel of land in Britain was
assessed regularly in some form, and a tax levied
as a percentage of those assessed values.
Alternatively, some form of mass valuation could
be carried out, but again on a regular basis.
Given the focus of LVT on land values, it is
important to be clear about definitions of land
and the assessment of land value. Land, in the
context of LVT, is not the same as the legal
definition of such. It relates to that element of a
natural resource that is used, or capable of being
used, for physical development. In other words,
land is limited to the earth’s surface. Furthermore,
land has three components: the raw land itself;
infrastructure improvements to make the land
usable; and improvements on the land, such as
buildings (Lichfield and Connellan, 2000). These
distinctions are important as they influence the
methods of valuing land, and hence the approach
adopted to implementing LVT.
Furthermore, in the context of LVT in the UK,
the standard definition is that it is a tax on the
annual rental value of land. The valuation of land
is the current annual market value of the land
alone, disregarding building and other
improvements. Usually, each unit of land is
assessed on its ‘unimproved’ site value, with all
surrounding land taken as being in its existing
condition. However, this perspective (the
unimproved value) is not always adopted, at least
not in full, as discussed below. In addition, a key
issue is whether the ‘current annual market value’
relates to existing use or ‘highest and best’
potential land use.

It is important to clarify the variations that can
exist around the above ‘standard definition’.
Basically, four perspectives on the definition of
LVT can be identified or used:
• Improved Value – this would include structural
and site improvements made to the land.
• Unimproved Value – this generally relates to the
value of land without structural or site
improvements. Such a distinction can be
difficult, especially over time when
‘improvements’ may have become part-andparcel of the land.
• Site/Land Value – this relates to the value of the
land without structural improvement, but
would include excavation, clearing, filling,
drainage etc. which are now indistinguishable
from the land.
• Annual Rental Value (ARV) – this relates to
valuing on the basis of an annual rental value
as opposed to a capital value. This may be
generated from direct rental evidence, or may
need to be derived from the capital values using
some form of de-capitalisation process.
Each of these could be used as the basis for
carrying out the assessment of LVT. Each
method has important implications for the
operation of LVT.
In addition to the definition of value, there are
various means by which the value of land can be
assessed. According to Wuensch et al (2000) there
are six principle methods:
• Sales comparison – defining value based on
recent market evidence.
• Ground rental capitalisation – defining value
based upon the conversion of ground rents
into market values by capitalisation over an
agreed period.
• Cost of development – defining land value
when the current use is the ‘highest value’ use.
Commonly a ‘parcel-by-parcel’ appraisal can be
made, based upon the desirability profile of
subdivided lots of the land. From the market
price for the land lots the ‘cost of development’
is removed to identify the land value.

• Allocation – defining land value based on the
proportion of a property’s total value that is
associated with the land. An indicative
contribution of land to property value is
obtained from market comparables. This
requires evidence from historic site values, land
improvement ratios for similar properties, and
the land component percentages for recently
constructed sites.
• Extraction – this is similar to the allocation
method, but involves reducing an improved
property’s total value by an amount equal to
the depreciated cost of the improvements
attached to the land. In other words,
‘improvements’ contribute to the overall value
of property, and so if these improvements are
reduced from the overall property value, then
the residual value is that of the land.
• Land residual – this is a variation on the
extraction method, and is useful in relation to
income generating properties. Improvements
that represent the highest and best use of the
land are determined. The net annual operating
income from the assumed holding period of the
property is identified. This income is then split
between improvements and the remainder,
which is termed the land residual.
Each of the above have advantages and
disadvantages. Broadly speaking, the first three
methods are appropriate when land is vacant. The
last three methods are more useful when
improvements have been made to the land.
The definition of land value and the method of
calculating the land value itself, can be combined
in various ways into an ‘operational’ system of LVT.
Lichfield and Connellan (2000) identified a
number of ways in which this could be achieved,
which have been summarised below:
• Full Taxation Replacement – this is the
substitution of a land value based taxation
system for the current range of taxes, such as
income tax, capital gains tax etc. It is a like-forlike replacement of the tax burden; in other
words there should be no increase in the overall
tax burden.
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• Open Market Best Value Use approach – this is
the application of full economic rental values,
including ‘hope values’, but with assessment
rate applied at less than 100%. This effectively
assumes the ‘highest and best’ use for the land,
irrespective of its current use.
• Plan-Led Best Value Use approach – as above,
but allocating values to highest and best use
that is determined on the basis of a plan-led
system. In other words, there is a Development
Plan in place that could be used as the basis for
determining the appropriate use of the land.
(This was the approach used in the second
testing of LVT in Whitstable in 1974).
• Differential Tax Rate approach – this separates
the valuation of land and buildings, and applies
differential rates to these two entities. (This is
an approach used in Pennsylvania).
• Incremental Gain Value Increase approach –
this assumes that a land valuation tax would
apply to ‘excess’ values beyond an agreed
valuation date. This would allow existing
owners to retain the land value they already
own, but future incremental gains in value
would be taxed.
• Current Existing Use Value approach – this
would apply to the current existing use value of
the land, as opposed to ‘best’ value, which the
above approaches imply. This may be more
politically acceptable, but would be unlikely to
address some of the key concerns identified by
supporters of LVT, such as bringing vacant land
into productive use.
As a further modification of the above, exceptions
to the tax could be used. This might include
charities, agricultural interests and – possibly residential property. Irrespective of such
modifications, Lichfield and Connellan indicate
that LVT based upon current existing use may be
the most practicable in the short-term in the case
of the UK.
It should also be noted that the above operational
methods will vary further depending upon the
particular combination of features used. Thus, the
‘full economic rental value’ approach referred to
above could be based on an ‘improved value’ or
‘unimproved value’ definition, and the assessment
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of value could be based on either a sales
comparison basis or a residual land valuation
achieved through some form of mass valuation.
A further point to highlight is over the scale of
the tax. It is generally accepted that a 100%
capture of value increases is inappropriate and
actually counter-productive. This tax level
provides no incentive to hold land as an
investment. Therefore, most proposals for LVT
have a lower tax capture rate. (The Uttwatt
Committee in fact indicated a rate of 75%).
Advocates of land value taxation argue that it
shifts the public finance revenue base away from
work and wages and onto land and natural
resources, thereby securing common heritage
benefits for all while furthering incentives for
basic needs production. It also recaptures for the
community gains in land values due to
infrastructure spending and community growth.
Other benefits are that it curtails sprawl and
speculation, encourages economic development
in appropriate areas, maximises efficient use of
transportation and other infrastructure, and
promotes affordable land access for housing,
commerce and farming.
The disadvantages of the method relate to the
practical implications of being able to introduce
such a taxation method. There would, selfevidently, need to be major changes to the
taxation system, and the planning system would
need to be modified significantly. This would, for
instance, include the need to review the principles
by which planning permission was achieved in
order to provide more certainty over the use
of land.
Initially a considerable amount of valuation and
investigative work would be required to set the
system up. In addition, complete site ownership
details would be required; this information is not
comprehensive in the UK. The appeal process
likely to be associated with such a system is likely
to be complex and involve a considerable number
of appeals, at least in the initial phases of the
operation of LVT. This may create significant
logistical problems.

In summary:
Who pays: Landowner
When pay: Generally annually
How long pay: No fixed period, but generally in
perpetuity
What pay: Payments based on the value of
the land
How get payments: Tends to be via tax system
procedures.
Advantages
• Encourages appropriate development and the
economical use and ownership of land. The
issue of speculative land holding on the urban
fringe and the societal costs associated with it
can be partially mitigated through land value
taxation. Land will be developed more quickly,
returning to good use dilapidated inner city
areas.
• Losers of transport schemes are compensated
as well as gainers taxed by changes in value.
• Administratively relatively simple once it is up
and running. (Although would require
significant level of subjective input).
• Would provide substantial amount of revenue if
hypothecated for transport.
• Less complicated than the rules for other taxes
and there would be no avoidance or evasion of
tax as land cannot be hidden or removed to a
tax haven.
• Takes into account areas of low value in the
country, as does UBR, whereas income tax and
sales tax does not
Disadvantages
• Would be a huge upheaval of the tax system if
undertaken on a large scale.
• Regular valuations need to be carried out.
• Political minefield.
• May produce unforeseen and undesirable
economic outputs.
• Would require major overhaul of UK planning
system.

• Likely to be highly unpopular with the property
development and investment industry – with
whom co-operation would be needed to
develop transport infrastructure.
• Appeal process likely to be extensive and
complex.
Examples and comment
The concept of land value taxation gained
prominence in the nineteenth century through
the work of Henry George. His ideas were initiated
by his concern at the huge profits being made by
land speculators during the California Gold Rush
of the 1870s. His ideas were taken on by the
Liberals in Britain in the 1880s but never took
hold. However, his ideas had greater success in
the developing countries of South Africa, Australia
and New Zealand, as well as other African
countries. In the countries that it is currently
operating, it varies in its importance in terms of
the revenue that is generated.
In South Africa, property taxation is the most
important source of revenue (McClusky and
Franzen, 2001), accounting for approximately 60%
of all tax revenue, and its importance is on the
increase. In addition to site rating, which is a
property tax based on the unimproved value of
the land, there is also a tax based on capital
improved value and a composite rating which
taxes the unimproved value at a higher rate and
the improvements at a lower rate. Tax rates are
set annually by the municipalities and may vary
dramatically depending on the base utilised, the
expenditure needs and the date of the last
revaluation. Although there are three tax bases,
the Property Rates Bill suggests that capital
improved value is the preferred choice as it relates
better to a taxpayer’s ability to pay and is
perceived to be more equitable.
Property taxes spread north from South Africa
and were introduced to Kenya in the early 20th
century. After trying different methods of
valuation, unimproved site valuation was
introduced as the preferred method. Property tax
amounts to approximately 30% of total revenues
but it could be higher if management of the
system were improved, including more frequent
valuations and regular collection of the tax.
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According to Konyimbiu (1995) and K’Akumu
(1999), the advantages of site rating in Kenya are
perceived as the following: it discourages land
speculation and land hoarding; it encourages
development of land; it is administratively simple
and benefits from land being tangible; and it
generates an ascertainable amount of revenue as
all rateable plots are rated, regardless of
occupation. The disadvantages are that it does
not properly reflect ability-to-pay and it does not
provide sufficient revenue potential in heavily
developed areas.
Australia and New Zealand embraced land value
taxation largely as a result of the ideas of Henry
George. Land value taxation has a long history in
these two countries but its popularity has
decreased in recent years, in favour of income
taxation. However, it is still an important source
of revenue for State governments and especially
for local government.
In Denmark, land value taxation has been in
existence for about 80 years. It is administered at
a local level by counties and municipalities.
According to Vickers (2002), at county level there
is currently a tax of 2% on land values.
Administratively it is run efficiently: it only costs
£2 per property per year to run, there is an annual
revaluation, a highly computerised mass
assessment system and very low number of
appeals. One of the reasons that land value
taxation causes so little problem is that overall
land taxes in Denmark are comparatively low
compared to Britain.
A mass transit system in Copenhagen is being
built to link a derelict dockland site to the town
centre. This is to be paid for initially with bonds,
and repayment will be through land value
taxation revenues anticipated from the
development and increased values of the
dockland site. In Denmark as in Britain, land value
taxation finds more favour with economists than
with politicians.
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A form of land value taxation, the Aggregate Land
Tax (ALT) was introduced to South Korea in 1990.
This was a response to successive periods of steep
land value increases as a result of increased
industrialisation and urbanisation since the
1960s. Younghoon Ro (2001) lists the goals of the
ALT as follows: to promote a more intensive use of
land; encourage a more productive utilisation of
scarce resources; to lessen the inequities of land
ownership and income distribution, and to
decrease land speculation.
However, the tax rates have been set too low to
produce outcomes in line with these goals. In
spite of the legal framework being set by Central
Government, it is administered and designed to
fund local authorities. Although property taxes as
a proportion of total taxes (13.5%) were higher in
1997 than the UK (10.8%), USA (10.7%) and Japan
(10.8%), they were only marginally so.
Further reading
Preparing to Pilot Land Value Taxation in Britain
(2002) A J M Vickers Lincoln Institute of Land
Policy
Land Value Taxation: A Case Study Approach
(2001) W J McCluskey and R C D Franzsen Lincoln
Institute of Land Policy
Land Value and Community Betterment Taxation
in Britain: Proposal for Legislation and Practice
(2000) N Lichfield and O Connellan Lincoln
Institute of Land Policy
Preparing for Land Value Taxation in Britain (2000)
A J M Vickers Lincoln Institute of Land Policy
Land Value Taxation Views, Concepts and
Methods: A Primer (2000) J Wuensch, F Kelly and T
Hamilton Lincoln Institute of Land Policy

Taxonomy type: beneficiary pays/general tax
Measure: 7E. Property related tax – greenfield
development tax (GDT)
Also known as/related to: Business Rates and
Council Tax; Tax Increment Financing (TIFs); Local
Tax Re-Investment programme (LTRP); Business
Improvement Districts (BIDs); Benefit Assessment
Districts (BADs), Land Value Taxation (LVT)/Site
Value Rating (SVR)
How it works
This set of funding methods differs from the next
set (8. Development Levies) in that their emphasis
is upon securing additional funding by means of a
tax or supplement on existing values or
redistributing existing funds – as opposed to an
uplift in individual values. However, it should be
recognised that the distinction can be slight, as
there is an expectation in most authorities
introducing such an approach that values will rise
as a result of the new or improved infrastructure.
In addition, the focus is upon collecting the
revenues from occupiers rather than landowners.
There is much similarity in the methods used in
practice or proposed for application. However,
there are also some subtle but significant
differences between them. Accordingly, each
broad method under the heading of Property
Related Tax has been described separately. The
following explanation relates to Greenfield
Development Tax.
The Greenfield Development Tax is a one-off tax
on the sale or granting of planning permission on
a ‘greenfield’ site. The proceeds could be used to
fund infrastructure improvements, including
transport. It differs from planning gain/tariffs in
that is specifically focused on ‘greenfield’
development. In other respects it is
In summary:
Who pays: Generally the landowner/developer
When pay: Up-front
How long pay: One-off charge

How get payments: Through same process as
planning gain – i.e. planning agreement.
Advantages
• Encourages development in more sustainable
locations
• The tax can be seen as recognition that local
authority will have to service the development
• Would be relatively easy to implement – along
the same lines as Planning Gain.
Disadvantages
• May be difficult to define ‘greenfield’ sites
• May not assist urban areas with little greenfield
development potential
• May encourage development activity to other
areas/regions
• Would require legislation is some form
• Could be used as double-tax if in conjunction
with planning gain
• Limited funds likely to be generated.
Examples and comment
The concept of GDT was considered briefly by
the government in the last 1990s. This was in
response to concerns over residential greenfield
development, given household projection rates.
The concept involved encouragement of increased
levels of brownfield development, with the
monies raised by GDT used to subsidise the
development of brownfield sites. In some respects
this cross-subsidy has similarities to the funding
method discussed under Definition 6.
The use of GDT was also considered by the UK’s
Urban Task Force. However, they did not
recommend it given concerns over the uncertainty
of some of its impacts.
Further reading
Land Value and Community Betterment Taxation
in Britain: Proposal for Legislation and Practice
(2000) N Lichfield and O Connellan Lincoln
Institute of Land Policy.

What pay: Scales percentage of increase in
value of land from current to permitted (higher
value) use
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Taxonomy type: beneficiary pays
Measure: 8A. Development levy – freehold charge
Also known as/related to: planning gain/S 106
agreements; planning obligations; development
charge; benefit sharing; density bonusing/air
right development; connection charges; transit
impact fees.
How it works
As will be seen by the list of related or alternative
names for development levies, there is a widerange of methods that can be categorised under
this heading. It should be stressed that classifying
them here is primarily for ease of interpretation:
in practice they may involve elements of the other
financing methods identified.
In essence, however, a development levy can be
characterised as a mechanism for obtaining a
share in the uplift of property values from landowners. The focus is upon land-owners (and
sometimes the developer) rather than occupiers
generally, and the levy is usually time-limited. The
system often operates within prevailing planning
rules, and can be reasonably flexible and
individually tailored.
We have categorised the various funding
approaches into three broad categories. It should
be noted that the funding methods do not
necessarily fit only the category they have been
placed in. However, the aim has been to
categorise them in terms of their key features. The
three broad funding categories are as follows:
• Freehold Charge – this involves levying a charge
on land-owners on the ‘unearned’ capital gain in
the value of their property as a result of a
transport infrastructure improvement. The focus
of this approach is effectively upon existing
property.
• Planning Gain - this approach includes
measures that levy a charge on new
developments in the designated area, based
upon changes in value.
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• Development Buy-in Charge – this category
deals with measures that ‘charge’ in some way
for developers/land-owners to capitalise on the
infrastructure improvements.
Freehold charge
A method for capturing the ‘unearned’ capital
gains of development was produced specifically
in relation to Crossrail, and termed Freehold Levy
(CB Hillier Parker 2002). The uplift in property
values associated with Crossrail were calculated
to very broadly rise between 5% and 10%, or £5
billion to £10 billion. Assuming that 37.5% of the
uplift value was captured by a Freehold Levy, this
would equate to over £2.2 billion.
It was noted that such a levy would be difficult
to avoid, and that it would clearly generate a
significant amount of funding. However, it was
also noted that there are major issues to resolve
concerned with attribution of uplift values, levels
of charge and the use of charging on specific
ownership or a banding approach. In addition,
primary legislation would be needed to use
such a measure as it reflects a levy on property
ownership.
There is some similarity between the Freehold
Levy and a tax that was introduced in
Minneapolis, Minnesota in 1971. The local
property tax applies to all residential properties in
the Metropolitan Council area. The tax is a flat
rate in each county but is scaled so that residents
of the counties better served by transit, such as
the central areas, pay more than suburban
householders. In 1999 the property tax raised 40%
of Metro-Transit’s operating budget. This property
tax generates revenue when property prices go
up, and so is different in emphasis to the Property
Related Taxes discussed earlier. (A point to note
about the Minneapolis tax is that property prices
have been going up in the suburbs, where the tax
is not so prevalent, but have been more muted in
central areas. This has hit revenue generation).

In summary:
Who pays: Usually landowner, although not
always
When pay: Generally ‘up-front’, although can take
place after the infrastructure is in place
How long pay: Either one-off charge, or in
perpetuity
What pay: Highly variable
How get payments: Variable – can be through
individual legal agreements, or by formulaic rules.
Advantages
• Requires those who benefit from transport
improvements to pay a contribution towards
the cost of the scheme.
• Acceptable if time-based.
Disadvantages
• Legislation needed to operate in the UK.
• Can be used beyond ‘pay-back’ period of
infrastructure.
• Assessing increase in values due to transport
scheme difficult.
Examples and comment
Examples have been outlined under the relative
heading in ‘How it works’ section.
Further reading
European Commission DG TREN (2000) Fair and
Efficient Pricing in Transport – The Role of Charges
and Taxes
The Economic Consequences of Planning to the
Business Sector (1999) DETR
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Taxonomy type: beneficiary pays
Measure: 8B. Development levy – planning gain
Also known as/related to: planning tariffs/S 106
agreements; planning obligations; development
charge; benefit sharing; density bonusing/air
right development; connection charges; transit
impact fees.
How it works
As will be seen by the list of related or alternative
names for development levies, there is a wide-range
of methods that can be categorised under this
heading. It should be stressed that classifying
them here is primarily for ease of interpretation:
in practice they may involve elements of the other
financing methods identified.
In essence, however, a development levy can be
characterised as a mechanism for obtaining a
share in the uplift of property values from
land-owners. The focus is upon land-owners (and
sometimes the developer) rather than occupiers
generally, and the levy is usually time-limited.
The system often operates within prevailing
planning rules, and can be reasonably flexible
and individually tailored.
We have categorised the various funding
approaches into three broad categories. It should
be noted that the funding methods do not
necessarily fit only the category they have
been placed in. However, the aim has been to
categorise them in terms of their key features.
The three broad funding categories are as follows:
• Freehold charge – this involves levying a charge
on land-owners on the ‘unearned’ capital gain
in the value of their property as a result of a
transport infrastructure improvement. The
focus of this approach is effectively upon
existing property.
• Planning gain - this approach includes measures
that levy a charge on new developments in the
designated area, based upon changes in value.
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• Development buy-in charge – this category
deals with measures that ‘charge’ in some way
for developers/land-owners to capitalise on the
infrastructure improvements.
Planning gain
In the UK planning gain, as expressed through
Section 106 agreements, is a long-standing means
of generating additional funds for a variety of
projects. Local authorities, in granting planning
permission, can impose conditions on such
permissions. The imposition of such conditions is
tightly constrained. As such, local authorities have
entered into agreements with the relevant
developer to extend the scope of these conditions,
which has been referred to as planning gain.
Government guidance technically refers to
planning gain and planning agreements as
‘planning obligations’, although it is still generally
known as planning gain.
Of relevance in the changes that have taken place
in respect of planning gain guidance, are the
following three policy issues:
• Planning obligations are seen as part of the
development application itself, although the
obligation can relate to land other than that
included in the application itself.
• The obligation can relate to social infrastructure
as well as physical infrastructure.
• The benefit or gain associated with the
condition can relate directly to the conservation
or preservation of the natural environment.
The analysis by CB Hillier Parker on the
application of planning gain or S 106 agreements
to the Crossrail 1 route, estimated that it might
generate between £2 billion and £3.1 billion up to
2025. Clearly, such revenue is dependent upon the
scale and nature of development taking place, and
is also only available to the local authority at the
point of development. In other words, the funds
will come in on a ‘drip-feed’ basis.

In Edinburgh a company called E-rail has been
formed to convert a 10km freight loop line back
to a passenger service. The company consists of
a group of developers whose aim, in consultation
with the local authority and landowners, is to
develop parcels of land around the line that are
either under-developed or land-locked. The
increase in value of the land as a result of the line
is likely to be in the region of 10% and 20%.
A transport fund is being created by the company
to ring fence proceeds from developments, in
order to pay for the improvements to the railway.
The cost is anticipated at £32 million of which a
significant amount could be paid for by the uplift
in value and development of the surrounding
land. The remainder would come from the public
sector, including an allocation from Scotland’s
Public Transport Fund. The project is currently on
hold until an upgrade increases the capacity of
Waverley station in 2007/08.
A further example is the Leeds Supertram, which
is currently under construction. Section 106
funding is being ring-fenced for the project, which
is in effect an agreed form of development levy.
The planning gain process has been recently
reviewed by the government, with an initial
proposal announced in 2001 (Planning Green
Paper, December 2001). This produced a series of
proposals and options, including the development
of planning tariffs. Whilst the original proposals
have been withdrawn, the issue is still being
considered by government. In the original
proposal, the tariff-related options considered
included the following, as well as the option for
applying both tariffs and Section 106 agreements:
• Flat-rate charge varied by land use type, levied
on fixed basis throughout area
• Site-specific charge, set on the basis of general
principles/guidance
• Site-specific charge, set on the basis of detailed
site specific planning criteria
• Project-based, set on a fixed basis for different
land uses
• Project-based charge, set through negotiation.

An approach similar to the planning tariff
proposals of the UK government , is used in
Toronto, and applies an Area-Specific
Development Charge. It was applied to the
Sheppard Avenue line extension of Toronto
Subway. Here the charge was applied to all new
residential and commercial development within
an agreed ‘benefit area’.
The charges included (in 1998) $2,718 per
new detached and semi-detached residential unit,
$2,330 for multiple units, and $1,165-$1,631 for
apartment units. For office/commercial use the
charge was $27.84 per sq m, and $14.67 per sq m
for other non-residential uses. The charge has
subsequently been rolled into an overall
development charge for residential development
only. The contributions were used to fund a
proportion of the subway extension and related
rolling-stock.
Similar to the above is the use of Transit Impact
Fees in the US. This involves a one-off contribution
based on proposed land values or actual property
values. Under this model the developers of new
projects that will benefit from the transport
investments are required to make a one-off
contribution to the cost of the facilities based on
proposed land uses and associated values. As an
illustration, San Francisco applied a one-off fee to
new office development in a specific part of the
city. This was based on the cost to cover provision
of transit services over the 45 year useful life of an
office building. The charge generated
approximately $4.5 million per annum.
In summary:
Who pays: Usually landowner, although not
always
When pay: Generally ‘up-front’, although can take
place after the infrastructure is in place
How long pay: Either one-off charge, or in
perpetuity
What pay: Highly variable
How get payments: Variable – can be through
individual legal agreements, or by formulaic rules
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Advantages
• S106/planning gain difficult to avoid as
development cannot happen without planning
consent. Grant of assent an easily identifiable
point at which to charge tax.
• S106/planning gain concept well established
and accepted method of obtaining development
value to pay for infrastructure improvements.
• S106/planning gain relatively straightforward
and understood approach.
• Planning tariff/area specific development charge
is a one-off charge, as is S106/planning gain.
• Tariff type approaches can simplify procedures
and be more transparent.
Disadvantages
• S 106 may need to scale charges to avoid
‘boundary hopping’.
• S 106 agreements would happen in any case,
and this is restricting use to transport only.
• S 106/planning gain can only support
infrastructure directly relevant to the
development.
• Tariff based approach can be too rigid.
• The tariff approach can break the link of
contributions directly linked to a development.
Examples and comment
Examples have been outlined under the relative
heading in ‘How it works’ section.
Further reading
RICS (2002) Planning Green Paper Response by
RICS (Policy Section)
European Commission DG TREN (2000) Fair and
Efficient Pricing in Transport – The Role of Charges
and Taxes
The Economic Consequences of Planning to the
Business Sector (1999) DETR
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Taxonomy type: Beneficiary Pays
Measure: 8C. Development Levy – Development
Buy-in Charge
Also known as/related to: planning gain/S 106
agreements; planning obligations; development
charge; benefit sharing; density bonusing/air
right development; connection charges; Transit
Impact Fees.
How it works
As will be seen by the list of related or alternative
names for development levies, there is a widerange of methods that can be categorised under
this heading. It should be stressed that classifying
them here is primarily for ease of interpretation:
in practice they may involve elements of the other
financing methods identified.
In essence, however, a development levy can be
characterised as a mechanism for obtaining a
share in the uplift of property values from landowners. The focus is upon land-owners (and
sometimes the developer) rather than occupies
generally, and the levy is usually time-limited. The
system often operates within prevailing planning
rules, and can be reasonably flexible and
individually tailored.
We have categorised the various funding
approaches into three broad categories. It should
be noted that the funding methods do not
necessarily fit only the category they have been
placed in. However, the aim has been to
categorise them in terms of their key features. The
three broad funding categories are as follows:
• Freehold charge – this involves levying a
charge on land-owners on the ‘unearned’ capital
gain in the value of their property as a result of
a transport infrastructure improvement. The
focus of this approach is effectively upon
existing property.
• Planning gain - this approach includes measures
that levy a charge on new developments in the
designated area, based upon changes in value.
• Development buy-in charge – this category
deals with measures that ‘charge’ in some way
for developers/land-owners to capitalise on the
infrastructure improvements.

Development: buy-in charge
A common approach, notably in the US, is the use
of a connection charge. This involves collecting a
fee from a land-owner for the right to physically
connect to a transport facility. This has some
similarity with the transit impact fees discussed
above, except in relates only to those
developments having a physical connection to the
transit system.
Density bonusing is also used, again notably in
the US and Canada. This involves increasing the
allowable density of development on individual
development parcels. This would require local
plan policy adaptation in the UK. In San Jose,
California, the City’s zoning ordinance was
modified to allow a new Transit Corridor Housing
zone. This permitted a 20% increase in the
allowable density of development within 2,000 ft
(600 m) of stations. Similarly, in Calgary most LRT
stations permit density increases of up to 80%
within 0.25 mile (400 m) of stations. Funds are
generated from the ‘sale’ of these extra
permissions, although the extra development also
adds to the local tax revenue. A variation on this is
auctioning a set amount of density within
designated areas.
Joint development can be seen as a tacit form of
development buy-in, although more as an
incentive rather than a charge on development,
and it can take many forms. In Miami, Florida the
Metro-Dade Transit Agency (MDTA) purchased
excess land around the stations as it constructed
the Metrorail and Metromover systems. A zone
was designated along the route of the rail
systems for transit-orientated development, with
MDTA setting-up a team to manage and seek joint
development sites and opportunities within the
area. Various development have been taken
forward, including two private sector
developments at Dadeland South and Dadeland
North stations, which generate over $3 million per
annum in rents. A similar system is operated by
the Washington Metropolitan Areas Transit
Authority (WMATA), which generates over $6
million per annum from rents associated with
joint development schemes. Historically, this an
approach adopted in the UK, as far back as the
1880s, with the Metropolitan Railway company.
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Portland, Oregon set up a Transit Investment
Corporation to manage mixed-use development
around the stations. This also involved securing
funding in part from the value of future real
estate values created by the transit scheme
introduced, which is similar to the TIF/LTRP
approaches discussed under Property Related Tax.
Since 1986 the authority estimate that $1.9
billion of development has occurred on land
immediately adjacent to the LRT line. In addition,
a light rail connection to the airport is being
funded by the private sector in return for
permission to develop hotel and office
accommodation at the airport.

In summary:
Who pays: Usually the developer, although not
always

A further example is Santa-Clara County in
California. A joint development of the Ohlone
Chynoweth light rail station is expected to
generate $200,000 to £300,000 per annum in
ground rent over the 99 years for the authority.

Advantages
• Flexible.

Surplus land owned by the transport operator can
also be sold to developers, although equally land
can be acquired by local authorities to facilitate
joint development. In addition the sale of ‘air
rights’ or sub-terrain rights for development and
concession leases is used. In Copenhagen, for
example, the development of the Orestadsbanen
LRT is being financed through the acquisition of
land along the route of the rail line by the local
government. The land will be sold on to
developers reflecting the increase in value of land
that the rail system is expected to generate. In the
meantime the government is providing a
guarantee until the funds have been realised.
Other funding sources include advertising rights
and right-of-way access, such as for installing
telecommunications equipment. In St Louis,
Missouri, the Bi-State Development Agency
(BSDA) negotiated a telecommunications access
right along the route of the 18 mile transit system
(including leasing telecommunication access to
the authority itself). This generated approximately
$1 per foot per year rent over a 25 year lease
period. This produced an annual income of
approximately $125,000 in 1997.
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When pay: Generally ‘up-front’, although can take
place after the infrastructure is in place
How long pay: Either one-off charge, or in
perpetuity
What pay: Highly variable
How get payments: Variable – can be through
individual legal agreements, or by formulaic rules.

• Encourage risk-sharing between public and
private sector.
• No ‘up-front’ charges well in advance of
a scheme.
Disadvantages
• Bonusing requires local plan changes – which
may run counter to national policy guidance.
• Needs proactive local authority role, which may
be difficult with other pressures.
• Funds may be slow to feed through.
Examples and comment
Examples have been outlined under the relative
heading in ‘How it works’ section.
Further reading
European Commission DG TREN (2000) Fair and
Efficient Pricing in Transport – The Role of Charges
and Taxes
The Economic Consequences of Planning to the
Business Sector (1999) DETR

Taxonomy type: beneficiary pays
Measure: 9. Bonds
Also known as/related to: bond financing:
gilt-edged securities; debt-funding, PFI.
How it works
Bonds are loans that investors make to
corporations and governments. The lenders earn
interest, and the borrowers get the cash they
need. The bond pays interest over a fixed term
(from 2 to 30 years), and when the bond matures
at the end of the term, the principal is repaid to
the lender or owner of the bond.

A key issue is ensuring an appropriate income
stream to support the bond interest payments.
This normally requires state contribution toward
the cost of the infrastructure project, as it is very
rare for a transport infrastructure to pay for itself
without such support. (The Hong Kong transit
system is one such example, but this was
achieved through the government and transit
agency acquiring land development rights along
the route).
In summary:
Who pays: Bond-holders
When pay: On issue of bond

Typically, the rate at which interest is paid and the
amount of each payment is fixed at the time the
bond is offered for sale. The bond’s interest rate
needs to be competitive with what other bonds
being issued at the time are paying, however.
Generally speaking, the longer the term, the
higher the interest rate that’s offered to make up
for the additional risk of tying up money for such
a period.
In the case of transport, bonds are generally
issued to secure funds for capital investment.
Revenues from the completed operation – be they
fares, advertising, or property sales/incomes – are
used to service the payment of interest to bond
holders. Infrastructure bond funding has grown in
the UK since the mid 1990s, and has become an
important alternative to bank-based loans or
debt-funding, not least because of the generally
longer operation period of bonds. These bond
issues have mainly related to PFI type
arrangements in the UK.
Relevant examples of transport bonds include
Channel Tunnel Rail Link and New York City
Transit, although these are inter-related to PFItype arrangements.

How long pay: For fixed period, probably
minimum of 20 years
What pay: Annual servicing of bond payments
How get payments: From initial sale of bond.
Advantages
• Well understood mechanism for financing
• Can generate significant amount of capital if
the project itself is attractive and perceived as
viable
• Guaranteed payments encourages private sector
involvement
• Lower interest rates of government guaranteed.
Disadvantages
• Unlikely to cover the full cost of a transport
infrastructure project
• Usually requires government guarantee, which
may not be forthcoming.
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Examples and comment
In Los Angeles the transport authority (MTA)
sold a Benefit Assessment Bond and generated
approximately $130 million. This was used to
contribute to the initial 4 mile underground
metro system in downtown LA. Seattle,
Washington also issued a bond to support an
expansion of the transit system in the authority
area. The total cost of the expansion is estimated
at $3.9 billion, of which $1.05 billion (27%) is in
the form of bond sales.
Improvements to the New York Subway have been
part-financed by a bond issue. Between 1980 and
2000 the bond issue has secured approximately
$14 billion of the $23 billion investment in the
subway system.
The Lewisham line extension of the DLR involved
a London Stock Exchange Bond issue (related
to a PFI scheme), supported by a £50 million
government grant and other contributions.
Revenues for the operation of the service are
used to repay the bondholders.
Further reading
Funding public transport infrastructure in the UK:
private finance and risk transfer (2000)
Worsey S Australasian Transport Research Forum
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Taxonomy Type: Non-specific
Measure: 10. Grants
Also known as/related to: SRB/ERDF funds; EIB
loans; Section 56 Grants; Local Transport Plan.
How it works
Transport projects have historically been required
to call on a range of public-sector sources for
financing of projects. This ‘requirement’ is still
valid, although the particular sources have
changed or been modified over time. Four key
sources can be identified:

Local Transport Plans (LTPs) are the new route for
local authorities to secure transport funds,
replacing the Transport Supplementary Grant
(TSG) produced through the Transport Plans and
Programmes (TPP) reports. The LTP involve an
annual bidding process against a dedicated fund
identified by government for such projects, with
funds ear-marked for specified projects. Funds for
individual local authorities are not substantial,
and include funding for on-going revenue
activities as well as capital projects.
In summary:
Who pays: Public bodies (Government and EU)

• EU funding (Single Regeneration
Budget/European Regional Development Fund
sources)

When pay: Usually in early stages of project

• European Investment Bank loans

How long pay: Varies – for period of contract or at
outset of project

• Section 56 grants
• Local Transport Plan funds.
In areas subject to EU eligibility criteria (mainly
regeneration/deprived areas), grants may be
available through the UK’s SRB and European
Regional Development Fund. There are funding
limits to these grant sources, including only a
partial coverage of total project costs. The main
funding streams of relevance would be those
relating to Objective 1 and 2 areas.
The EIB provides long-term loans at competitive
rates, although approval from the government is
required to secure such loans. These loans can
provide up to 50% of project costs, and can be for
periods of 20-25 years. An EIB loan was used to
part-fund the construction of the Channel Tunnel.
Section 56 grants have been the traditional
means of securing government support for
transport projects in the UK. These grants were
created under the Transport Act (1968). Section 56
grants can provide a substantial amount of
funding, but they need to be matched from other
sources.

What pay: Part funding, usually a percentage of
total costs
How get payments: Through existing public
procurement routes.
Advantages
• Principles well understood
• Makes use of existing tax contributions
• Generally low risk
• Does not require legislation.
Disadvantages
• Rules and procedures can be complex
• Only partial funding provided – usually on
matched basis or smaller proportions.
Examples and comment
Various potential sources available. These include:
English Cities Fund (£250 million), ERDF (£500
million), Single Pot (£2 billion), amongst others.
Allocation for London is variable, but historically
has been at a lower proportionate rate than the
relative size of London.
Further reading
Funding public transport infrastructure in the
UK: private finance and risk transfer (2000)
Worsey S Australasian Transport Research Forum
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Summary of ‘innovative’ transport funding mechanisms
Funding method

Principles

Advantages

Disadvantages

Potential funding
for London

1. Road charging

Road users are charged for
the use of road space. This
may be through passing a
‘cordon’, or based on
congestion levels in
operation when using the
road. Can also be applied
to other transport modes,
such as airport landing
slots.

Can lead to reduction in
congestion and pollution,
highlights external costs
of private motor use,
internalises the marginal
social cost (accidents,
road damage, pollution
and congestion) of road
use.

Boundary-edge
discrepancies can arise.
Inappropriate boundaries
can also depress
vulnerable areas. Can lead
to congestion on other
routes/modes. Knock-on
impacts on
property/businesses not
fully understood.

Estimated to generate
£130 m per annum. (TfL).
To be hypothecated to
public transport.

2. Workplace parking
charge/parking fines

Use of charges for use of
non-residential parking
spaces or fines for illegal
parking for transport
schemes

Parking fine funds
relatively easy to collect
and administer.
Workplace parking charge
could lead to significant
reduction in car use.

Difficult to operate
workplace parking charge
at same time as road
charging given concerns
over double-charging.
Diverting parking fine
revenues may be resisted
by local
authorities/private
operators.

Estimated to generate
between £80 and £100
million per annum (TfL).

3. National/ local
motoring tax

A tax levied as a
percentage on fuel, excise
duties, or the market
value of vehicles. Funds
hypothecated for
transport related projects.

Relatively easy to collect
using existing structures.
Direct link between
transport ‘tax’ and
transport ‘benefit’ can be
shown.

Difficult to operate in the
UK at a local level.
Additional tax increases
on petrol likely to be
politically sensitive. (Reallocation of existing
taxes may be more
palatable, but Treasury
will be opposed).

A 1p increase on a litre of
fuel would generate £450
million per annum (IFS).

4. Consumption tax –
A. Local sales tax

Tax imposed on the
consumption of goods,
such as luxury items,
utilities, specific services
or general merchandise,
including sales tax, beer
tax.

Relatively easy to collect,
on similar basis to VAT.
Could be applied on a
geographically specific
basis.

May negatively impact on
London retail activities,
especially in suburban
areas. Blunt approach
that impacts all
consumers rather than
direct users of transport.

A 0.25% charge on retail
sales in London would
generate £180 million per
annum. Over a 20 year
period this equates to
approximately £2 bn (GVA
Grimley, ONS).

4. Consumption tax –
B. Gambling tax

Similar to above, only
related to gambling
activities, including the
lottery.

Relatively easy to collect.
Can be used to
demonstrate society
benefits from permissive
activities.

Would require changes to
Lottery funding
arrangements. Additional
taxes on other gambling
activities, if London
specific, may encourage
re-location of such
activities.

Lottery and gambling
revenues nationally are
between £1.5 and £3
billion per annum (GVA
Grimley, ONS).
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Net transport revenue to
the Treasury is £16.2
billion annually (ONS).

Summary of ‘innovative’ transport funding mechanisms
Funding method

Principles

Advantages

Disadvantages

Potential funding
for London

5. Employer/employee
tax

Tax paid by employers or
employees within a city,
and the revenue is directly
channelled into the public
transport system.

Operated successfully in
other developed countries
(France, USA). Large
revenues can be
generated, and funds can
be seen to be related to
local public transport
improvements.

Increases overall tax
burden. Many of
beneficiaries of transport
improvements in London
not based in London (e.g.
commuters). Could lead to
loss of employment.

A 0.1% charge on turnover
of businesses in London
with more than 9
employees would
generate £416 million p.a.
(SBS, GVA Grimley) (Note:
turnover is used as a
proxy for a tax related to
salaries).

6. Cross utility funding

Two options: levy on
utility use (similar to sales
tax); cross-subsidy of loss
making department with
profitable department.

Relatively simple to
administer and collect
levy system. Cross-subsidy
an equitable means of
distributing ‘public
support’ activities.

Cross-subsidy approach is
in-appropriate in the UK
with privatised utility
organisations, and EU
competition law. Levy
approach would need to
operate nationally given
open market sales policy,
and would probably
require legislation.

A 0.25% charge on, for
example, the turnover of
Thames Water, would
generate £271 million per
annum (GVA Grimley).
This assumes that all
their operations relate to
London of course.

7. Property
related taxes
– A. business rate
levy

Charge on the Rating and
Council Tax system,
applied locally rather than
nationally. Focus is upon
tenant/occupier rather
than landowner.

Difficult to avoid, and
business rating list is
regularly updated. Value
changes are self-adjusted,
so do not need to grade
changes.

Difficult to avoid, and
business rating list is
regularly updated. Value
changes are self-adjusted,
so do not need to grade
changes.

Potential to generate £2 £3 bn over 20 year period
through 2p in £ increase
on commercial property in
impact area of Crossrail 1.
This is, in broad terms,
£100 million to £150
million per annum (CB
Hillier Parker).

7. Property
related taxes
– B. TIF/LRTP

Expected growth in
property tax revenues are
securitised to provide
funds for infrastructure
improvements.

Defers payment from
businesses, and does not
directly require existing
users to pay. Time limited,
and can stimulate new
development.

Cannot guarantee
development. Funding
can also be slow to come
forward.

Assuming 9 million sq m
office comes forward over
the London Plan period,
then between £113 and
£170 million could be
generated per annum.
The figure could be
significantly higher if
other land uses – such as
retail and leisure – are
included, possibly closer
to £300 million per
annum (GVA Grimley,
VOA).

The existing or potential
uplift in property values
caused by a new
infrastructure
improvement is identified.
The associated increase in
UBR can then be
amortised and used as
security for bond finance.

Does not require primary
legislation. Does not
impose additional tax
burden as it will be
collected through
‘released added value’.
Would encourage more
frequent updates of UBR.

Funding London’s transport needs 115

Summary of ‘innovative’ transport funding mechanisms
Funding method

Principles

Advantages

Disadvantages

Potential funding
for London

7. Property
related taxes
– C. BID

Allows levy to be raised
on property in specified
area. proceeds used to
fund infrastructure and
other improvements.

Does not require primary
legislation. Can increase
public-private cooperation. Much
experience in the US to
show how best to
implement.

Boundary definition and
business inclusion can be
difficult, as can ‘voting’
rights on the BID.
Payment levels can be
difficult to structure.
Likely to be seen as an
extra tax.

A 0.25% charge on the
value of institutional
property (office and retail)
in Central London only,
would raise
approximately £45 million
per annum (IPD, GVA
Grimley).

7. Property
related taxes
– D. LVT/SVR

Taxation based on value
of land. Ranges from
application in city context
to uplift in land value,
through to complete
reform of the overall
taxation system. It relates
to land values rather than
property values, and
focuses on landowners.

Encourages appropriate
development.
Landowners who see fall
in value compensated,
whilst only those who see
increase taxed. Does not
directly impact occupiers.

Regular valuations
required. Initial data
collection likely to be
considerable and
complex. Requires
primary legislation,
particularly if pursued as
alternative to income tax.
Planning system may be
too inflexible to
accommodate in shortterm. Appeal process may
be complex.

Focusing on the ‘uplift in
value’ approach only, and
basing the assessment on
the capture of 25% of
value uplift, then for
Central London the tax
could generate above
£450 million per annum.
However, in principle this
approach is advocated as
a replacement of existing
taxes, not a source of
additional funds (GVA
Grimley).

7. Property
related taxes
– E. Greenfield
development tax

A one-off tax on the sale
or granting of planning
permission on a
‘greenfield’ site. The
proceeds could be used to
fund infrastructure
improvements.

Encourages development
in more sustainable
locations. The tax can be
seen as recognition that
local authority will have
to service the
development.

May be difficult to define
‘greenfield’ sites. May not
assist urban areas with
little greenfield
development potential.
May encourage
development activity to
other areas/regions.
Would require legislation
is some form.

Assuming a third of all
land development is on
greenfield sites, with 10%
of this relating to London,
and a 5% ‘tax’ on sales,
then possibly £13 million
per annum could be
generated (GVA Grimley,
Inland Revenue Statistics).

8. Development charge
– A. freehold charge

A levy on freehold
property in a specific area
(either London-wide or
the ‘impact area’ of a
scheme). The levy is
applied to the uplift in
property values in a
specified area as a
one-off charge.

Charges based on sale
price easy to collect.
Concept simple to
understand.

Would penalise those
who lost value as a result
of the scheme. System
would require legislation
to introduce. Assessing
the increase in value
associated with a
transport scheme would
be difficult. Decisions as
to the timing of the
impact would need to
be agreed.

Potential to generate
£2.2 bn over 15 years
through a 2% levy on the
total post-Crossrail value
increases (CB Hillier
Parker).
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Summary of ‘innovative’ transport funding mechanisms
Funding method

Principles

Advantages

Disadvantages

Potential funding
for London

8. Development charge
– B. Planning
gain/tariff

A levy on new
development in a
designated area. This is
based on changes in
value. In the UK this is
typified by planning gain
(S106 agreements).

Difficult to avoid as
development requires
planning consent.
Relatively straightforward
and understood. Using
existing systems and
currently in place.

S 106 agreements would
happen anyway.
Restricting use of funds to
transport schemes. Can
only support
infrastructure of direct
relevance to the
development.

Potential to obtain £2 £3.1 bn of revenue by
2025 as a result of S106
agreements in the
Crossrail area. This
equates to approximately
£90 million to £135
million per annum, but
would require directive
from GLA (CB Hillier
Parker).

8. Development charge
– C. Buy-in charge

Methods that involve a
‘charge’ of some sort for
landowners to capitalise
on infrastructure
improvements. Examples
include Connection
Charges, Transit Impact
Fees, Density Bonusing
and Joint Development.
(May require use of CPO
powers).

Seen as a ‘proactive’ tool
in which those who are
prepared to invest see
increased opportunity to
obtain benefits. Can be
specific mechanism,
similar to S106.

May only secure relatively
small levels of revenue.
Would require changes to
Local Plans/UDPs. Might
also be seen as ‘selling’ of
planning permissions.

The combination of
measures such as density
bonusing and connection
charges (see Appendix E),
could generate between
£10 - £50 million per
annum. However,
modification to existing
charging restrictions
could increase this figure
further.

9. Bonds

Secure funds for capital
investment through a
bond issue, with revenues
from the completed
operation used to service
the payment of interest to
bond holders.

Well understood
mechanism for financing,
and can generate
significant amount of
capital.

Unlikely to cover the full
cost of a transport
infrastructure project, and
often requires
government guarantee,
which may not be
forthcoming. However,
has been used for CTRL.
May be limits to what the
City can lend.

The New York
Metropolitan Transport
Authority generated
approximately £500
million per annum over
the last two decades.
Current bond
‘commitments’ for
transport schemes in
London (e.g. Tube PPP),
translate into an average
of £2 billion per annum
(GVA Grimley).

10. State loans/grants

Grant or loan provided
from state sources (local,
regional, national of EUlevel). Generally only for a
proportion of total costs,
and specific criteria need
to be met.

Well understood if
cumbersome methods.
Generally low risk. Do not
require legislation.

Rules can be complex.
Only partial funding
provided, so usually
require support from local
authorities.

The relevant UK
grant/loan ‘pot’ is
currently estimated as
£2.75 billion per annum.
Assuming 10% of these
funds are secured by
London, then £275 million
could be available from
this source. However, less
than a quarter may be for
transport infrastructure.
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• Revenue generation potential: this is the scale
of funding that could be produced by the
method, expressed in terms of large, medium or
small. The potential for the funding mechanism
to correct distortions in the market is also
examined, with the assessment made on the
basis of whether it is positive, modest or none.
In addition, the targeting of the funding sources
is considered, on the basis of whether it draws
funds from those likely to benefit from
improvements or who are creating problems.
This is assessed in terms of being good,
modest or poor.
• Revenue allocation: this considers who the
winner and losers are in terms of how funds
are generated and allocated. This is expressed in
terms of who the key winners and losers are.
(It should be noted that ‘losers’ can also be
‘winners’ through having an improved transport
system).
• Practicality: this examines a range of factors,
including administrative complexity, user
complexity, flexibility, enforceability and the
costs of operation. The assessment for each
of these is expressed as follows:
Administrative complexity – simple, fairly
simple, variable, complex
User complexity – simple, fairly simple, variable,
complex
Flexibility – high, medium, low
Enforceability – good, modest, poor
Costs of operation - high, neutral, minimal.
• Transparency: this looks at how clear the
payment details are, including clarity on who
would pay it. This is expressed in terms of being
clear, mixed or unclear.
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• Transferability: this considers how transferable
the funding method is to other areas, and in this
case the potential to transfer it to London. This
has two elements: whether legislation is
needed, and how much institutional change
might be required. Legislation requirements are
expressed in terms of whether legislation is
needed, not needed or unclear. Institutional
change is expressed in terms of being major,
mixed or minor.
• Acceptability: this assesses how acceptable
the funding method is across various user
types, such as the public, business and
government. This is expressed in terms of high,
medium or low.
• Policy support: this considers the potential
for the funding method to support transport
or land use policy. It should be stressed that it
examines the potential rather than actual
linkages. This is expressed in terms of high,
medium or low.
• Effectiveness: this provides a general
assessment of how effective the method has
been in delivering on the objectives generally
set for it. It is important to note here that the
purpose for which the funding method was
used can vary in important ways. In this
assessment we have tried to focus on the
effectiveness in the case of London. This is
expressed in terms of high, medium or low.
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Summary evaluation of each funding method

Evaluation
criteria

Road
charging

Workplace
charging

Sales tax

Gambling
tax

Motor tax

Employer tax

Cross-utility
funding

Potential

Large

Fairly large

Large

Large

Large

Fairly large

Fairly large

Distortion correction

Positive

Positive

None

None

Modest

None

None

Targeting

Good

Good

Modest

Modest

Modest

Poor

Poor

Winners

Exempt users

PT users

Transport
users

Transport
users

PT users &
cross-boundary
fuel retailers

PT users

Transport users

Losers

Car users &
boundary
locations

Business
& car users

Consumer

Consumer

Car users &
fuel retailers
in area

Employers

Utility users

Admin

Fairly simple

Fairly simple

Simple

Simple

Simple

Simple

Variable

User
complexity

Fairly simple

Simple

Simple

Simple

Simple

Simple

Simple

Flexibility

Medium

High

Medium

Low

Medium

Low

Low

Enforceable

Good

Good

Good

Good

Good

Good

Good

Costs

Minimal

Mixed

Mixed

Mixed

Minimal

Mixed

Mixed

Clear

Clear

Clear

Clear

Clear

Clear

Mixed

Legislation

Exists

Exists

Needed

Needed

Needed

Needed

Needed

Institutional Changes

Minor

Minor

Mixed

Mixed

Minor

Major

Mixed

Public

Medium

Low

Low

Medium

Low/ Medium

Medium/ High

Low

Business

Medium

Low

Low

Medium

Low

Low/ Medium

Low/ Medium

Link to policy

Potentially high

Potentially high

Low

Low

Medium

Low

Low

Effective

High

High

High (if
dedicated fund)

Medium

Medium

High (Initially)

Medium

Revenue raised

Revenue allocation

Practicality

Transparent

Transferability

Acceptability

Adapted from European Commission DG TREN (2000) Fair and Efficient Pricing in Transport – The Role of Charges and Taxes
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Property-related tax

Development levy

Bonds

Grant

BR Levy

TIF/LTRP

BID

LVT/SVR

GDT

Freehold charge

Planning Gain

Buy-in

Large

Medium

Small

Large

Medium

Large

Medium

Small

Large

Medium

None

Positive

Medium

Positive

Positive

None

Medium

Positive

Positive

Positive

Poor

Good

Good

Good

Good

Medium

Good

Modest

Good

Good

PT users
business

Existing
business

Local
business

Property
occupiers
& local
community

PT users/
urban areas

Developer

Local
community

Property
occupiers

Investors

Local Gov

Property
occupiers

Boundary
edge
occupiers

External
business

Land owners
/developer
/funds

Motorist

Developer

Developer

Developer

Other
projects

Other
projects

Simple

Fairly simple

Fairly
simple

Complex

Variable

Variable

Fairly
simple

Fairly
simple

Complex

Complex

Simple

Simple

Simple

Variable
/Complex

Variable

Variable

Fairly
simple

Fairly
Simple

Variable

Complex

Low

High

High

Medium

Medium

Low

High

Medium

Low

Low

Good

Mixed

Mixed

Mixed

Good

Mixed

Good

Mixed

Good

Medium

Minimal

Mixed

Mixed

High

Mixed

Mixed

Mixed

Low

Mixed

Mixed

Mixed

Clear

Clear

Mixed

Mixed

Clear

Mixed

Mixed

Mixed

Clear

Needed

Underway

Underway

Needed

Needed

Needed

Not
Needed

Unclear

Not
Needed

Not
Needed

Minor

Mixed

Mixed

Major

Major

Minor

Minor

Mixed

Minor

Minor

High – if
residential

High
exclude

High

Medium

Low/Medium

High

High

High

High

High

Low

High

High

Low/ Medium

Low

High

Medium

Medium

High

High

Low

Medium

Medium

Low - High

High

Medium

High

High

Medium

High

Medium

High

High

Medium
/High

Medium
/High

Low

Medium

Medium

High

Medium/
HIgh
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Appendix F
Synopsis of other research into transport
funding methods
It is helpful to put the analysis of innovative
funding methods into context with the findings
from other research studies. A pertinent example
is the European Commission report into the role
of charges and taxes (EC DG TREN, 2000). This
project examined the role of charges and taxes in
delivering a ‘fair and efficient pricing’ of transport.
This had a strong influence upon the nature of
the analysis they undertook.
The study reviewed a similar range of funding
measures to those we outlined in Table 4.2. They
found that the fund raising potential of these
measures was high, and that they were generally
seen as an additional source of funding. The
difference between approaches that are used as
an additional source of finance for public
transport projects, and those that are concerned
with internalising the social and environmental
costs of transport, was highlighted as a significant
issue. They concluded that it was necessary to
avoid introducing innovative funding mechanisms
simply as a basis for obtaining funds. Instead,
such measures should be addressing fundamental
transport and environmental policy goals. This
point was illustrated by the comment that when
funding methods are introduced mainly as a
means of securing additional funds, the measures
are generally not used successfully to correct for
fiscal distortions.
It was noted that the ‘losers’, as defined as the
payer of a charge, are often also the ‘winners’
through improved transport infrastructure.
Furthermore, acceptability by the public is often
low to start with, but improves when the
objectives of the measure are clearly explained
and clear benefits arise. This supports the
suggestion we raised in Section 2 concerning the
use of road congestion charging funds to support
the introduction of ‘high profile’ transport
schemes by TfL, such as the outer London
intermediate transport project.
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The authors also noted that "understanding the
use of unconventional funding methods requires
more than simply examining them in turn"
(p108). Such a focus is an important starting
point, but then the funding methods need to
be developed into a coherent ‘policy package’.
However, at the level of individual mechanism,
the EU found that parking charges, road space
charges and local motor taxes, are closest in
emphasis to the principle of ‘fair and efficient
pricing’ of transport. Development levy schemes
can also support the ‘polluter pays’ principle
to pricing.
Phasing in of an innovative or unconventional
measure is also highlighted as a necessary
approach to adopt, as is the ear-marking of funds
for transport uses.
The report produced a series of conclusions on the
use of funding methods. Those of particular
relevance to this study include the following:
Conclusion 1 “National transport taxes and
charges in the EU should be reformed to change
emphasis towards the taxation of resource use
rather than income”.
On the basis of the above conclusion the authors
state that the general approach to designing an
effective tax resource use approach should involve
the following:
• clear and understandable objectives
• effective targeting
• availability of viable transport alternatives
• gradual phasing in of a package of taxation
measures.
These points tie in with the findings from our
review of funding methods and the assessment
summarised in Table 4.4.
Conclusion 3 “transport charges and taxes are
becoming further complicated by introduction of
‘correcting’ sustainable instruments that aim to
overcome existing adverse taxes. In these
circumstances it may be better to consider a more
fundamental reform of the system”.

This is a significant issue, and one that needs
careful consideration within the UK. Not only is
there any issue of principle over whether and to
what extent the private sector should be required
to contribute to transport project funding outside
of mainstream taxation; it is important that any
such funding is consistent with policy objectives.
In other words, such a funding method should
work to support all relevant policy goals, rather
than create undesirable side-effects beyond a
primary objective of fund generation.
Conclusion 9 “unconventional charging/taxation
schemes need to be carefully designed to ensure
they are both acceptable to users and effective in
redirecting charges towards transport costs at the
point of use”.
In that context the authors recommend that
such measures need to work from the following
principles:
• that they allow flexibility to adapt to
policy needs
• that they be phased in
• that they should build from an initially
simple scheme
• that they should link charges to accepted needs
• that rewards and incentives are build into
the system
• that other taxes/charges are reduced to
compensate the biggest ‘losers’
• that viable alternatives are put in place.
The work by Ubbels and Nijkamp (2002)
examined the ‘success factors’ of various
innovative or unconventional funding methods
(see Table 4.1 above for the list of methods). The
research assessed 26 transport schemes on the
basis of 11 attributes that could influence their
‘success’, such as revenues generated, public
acceptability, complexity, and flexibility.
The approach used a combination of multi-criteria
analysis, meta-analysis and decision-rule analysis
to assess the success or otherwise of each scheme
in relation to each attribute, and then examined
the relationship between the various attributes to
arrive at a set of ‘decision rules’ for success. This

was not designed to provide a blueprint for
selecting which funding methodology should be
applied in a particular situation. The emphasis
was upon identifying key factors that helped
influence the success of such funding
methodologies.
Public acceptability was identified as a key
explanatory factor in the success rate of schemes.
In addition, the type of funding scheme
introduced had a strong influence upon the
success rate – in other words, selecting the right
funding method to meet specified objectives was
important. They also concluded that the degree of
success of unconventional funding methods was
not dependant upon the transferability of the
method or its underlying rationale (e.g. whether
it was a ‘polluter pay’ method or ‘beneficiary
pays’ method).
They also found that those schemes that had the
highest level of success included consumption
taxes when linked to the level of ambition of the
scheme, cross-utility funding when closely linked
to the level of approval for such an approach, and
that local motoring taxes generally appeared to
be successful.
The authors note that their findings throw up
no major surprises, and are in line with other
less formalised assessments, but conclude that
this approach at least provides an empirical basis
for assertions about the reasons for success of
funding schemes. In terms of the current
research, the findings reinforce the view that
success will be dependent upon factors other
than the mechanics of the funding methods
themselves, or the amount of funding they
can generate.
Work by Strathman and Dueker (1987) examined
and ranked several possible taxes as sources of
transit funding. They found that those taxes that
distorted economic activity the least were fuel
taxes, followed by property taxes. The most
distorting taxes included employer/employee
taxes. This provides some support for the findings
of Ubbels and Nijkamp, although the correlation is
by no means perfect.
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Preparing to pilot land value taxation in Britain

Lincoln Institute of
Land Policy

Anthony Vickers

2000

Preparing to pilot land value taxation in Britain

Lincoln Institute of
Land Policy

W J McClusky and
RCD Franzsen

2001

Land Value Taxation: A Case Study Approach

Lincoln Institute of
Land Policy

Younghoon Ro

2001

Land Value Taxation in South Korea

Lincoln Institute of
Land Policy

Susan Freeman

27/09/2002

“The BIDS are all right. Management initiative to raise
property values.”

Property Week

London First

2001

£110 bn invest in success. A report on meeting the
investment needs of London's public services.

London First

Funding mechanisms

Piers Wehner

28/09/2002

Nasty Tone. Proposed new property taxes.

Estates Gazette

DTLR

2000

Annex F to Modernising Local Government:
A Green Paper. Local Taxes in Rural and Urban Areas

DTLR

D. Nakagawa and
R Matsunaka

1997

Funding Transport systems. A comparison
samong developed countries.

Mike Wrigley and
Peter Wyatt

5-7 Sept 2001

Transport policy and property values

University of the
West of England

ATIS REAL Weatheralls,
UCL and Symonds Group

2002

Land Value and Public Transport.
Stage 1 draft report and final report.

ATIS REAL Weatheralls,
UCL and Symonds Group

H.M So, RYC Tse and
S Ganesan

1996

Estimating the influence of transport on
house prices: evidence from Hong Kong

Journal of Property
Valuation & investment

Jonathan Hack

2002

The role of transit investment in urban regeneration
and spatial development: a review of research and
current practice

IBI group

Henry Stewart
Conference Studies

2002

Development opportunities from the London transport
infrastructure programme.

Henry Stewart
Conference Studies

Bob Bayley, Colin Buchanan
& Partners

2002

The consequences for local authorities from planned
new Transport infrastructure

Colin Buchanan and
Partners

Impacts
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Author

Date

Title

Publisher

London Research Centre

1998

The four world cities transport study

The Stationery Office

Kenworthy, J et al

1997

Indicators of transport efficiency in 37 cities:
Report to the World Bank

Murdoch University

World cities

Jane's

2001

Jane's Urban Transport Systems 2001-2002

Jane's

D.Navarre

1999

Paris, London, New York and Tokyo. Comparison
of transport systems

Public Transport
International

Commission for
Integrated Transport

2001

Fact sheet 6: European Best Practice –
A Focus on World Cities

CIT

Commission for
Integrated Transport

2001

Research reports. European Best Practice in the delivery
of integrated transport. Report on stage 1: Benchmarking.

CIT

Transport for London

2000

International fares comparisons: London – Paris –- New York

Transport for London
web site

Transport for London

2000

International fares comparisons. Public Transport in London:
Market report 2000

TfL

DTLR

2001

London Underground: Comparison with New York Subway

DETR

Healey and Baker

2002

London Office workers face the worst journey to work
in Europe

Healey and Baker

GTZ

2000

Fuel price survey 2000

GTZ

31/08/2002

A BID to improve services

Estates Gazette

Other
Catherine Montgomery
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Web sites

www.baa.co.uk
www.chelsfield.co.uk
www.orbitproject.com
www.streetmanagement.org.uk/initiatives/congest_charge/index_cc.htm
www.silverlink-trains.com
www.aar.com.au
www.thetube.com
www.crossrail.co.uk
www.dft.gov.uk
www.tfl.gov.uk
www.cfit.gov.uk
www.ctrl.co.uk
www.railtrack.co.uk/rail_network/thameslink2000
www.tbus.org.uk/roadshow
www.sra.gov.uk
www.hackney.gov.uk
www.silverlink-trains.co.uk
www.thisislondon.co.uk
www.nationalrail.co.uk
www.southcentraltrains.co.uk
www.thames-gateway.org.uk
www.dlr.co.uk
www.chelsfield.co.uk
www.orbitproject.com
www.statistics.gov.uk
www.sbs.org.uk
www.lincolninst.edu
www.eltis.org
www.dti.gov.uk
www.egi.co.uk
www.landvaluetax.org
www.janes.com
www.thisislondon.co.uk
www.eltis.org
www.uitp.com
www.thames-gateway.org.uk
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Further information
For further information, contact
Jenny Mac Donnell (jmacdonnell@rics.org)
at RICS Policy Unit.
© RICS 2003
Copyright in all of part of this publication rests
with RICS and save by prior consent of RICS no
part or parts shall be produced by any means
electronic, mechanical, photocopying or
otherwise, now known or to be devised.
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